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When cooperatives no longer act on behalf
of the farmers

Many dairy cooperatives are no longer genuine cooperatives

"If Friedrich Raiffeisen knew "With the extremely low raw milk prices, we milk
what had become of his producers enable the dairies to achieve their
idea has become, he would export success! We finance the dairies' conquest
be turning in his grave." of world market shares, even if it costs us the
_l/ farm!"

Ewald Griinzweil, spokesman for IG Milch (Austria) ? _\/

Ottmar lichmann, AbL spokesperson for agricultural policy 2

"A well-functioning cooperative

acts on behalf of farmers, B e .
o ) The positive image of cooperatives
bundles synergies in buying and . . .
) urgently needs a differentiated view -
selling - to strengthen the .
., especially

armers.
f especially when they neither fulfil their

responsibilities nor meet their own
w standards."
Lucia Heigl, Deputy Federal Chairwoman of AbL3 _\/

Kjartan Poulsen, EMB President, Arla member
4

and Chairman of the Danish Dairy Farmers' Association

In the public eye, cooperatives generally stand for solidarity, democracy and community. In
agriculture, too, they have long been seen as a support for farmers: being strong together, marketing
better, being paid more fairly. Today, however, many agricultural cooperatives have moved far away
from the original idea. They often function like large corporations and no longer act in the interests of
their members. The EMB has long been highlighting this discrepancy® . The BayWa crisis?is the most
recent example of a co-operative that has been derailed.

! Fundamental criticism of Austria's Raiffeisen system (GenoNachrichten 08/04/2021)
www.genonachrichten.de/2021/04/08/fundamentalkritik-an-oesterreichs-raiffeisen-system

2 "We finance the dairies' global market conquestswww.germanwatch.org/de/12471

3 "A functioning cooperative acts for farmers" (Unabhingige Bauernstimme 09/2024)
www.bauernstimme.de/news/details/eine-funktionierende-genossenschaft-handelt-fuer-bauern

4 EMB: "We need to talk about cooperatives!" (Farmer's voice achrichtenbrief 10.04.2025)
www.bauernstimme.de/news/details/emb-wir-muessen-ueber-genossenschaften-reden

5 EMB Position (May 2012) www.europeanmilkboard.org/fileadmin/Dokumente/Positions EMB/12-
02 Positions/Genossenschaften.pdf
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In a real co-operative ...

all members have a say - "one person, one vote".

is not about maximising profits, but about

to strengthen the members economically.

there are clear rules on how money is distributed and decisions are made.
transparency is our top priority.

The reality is often very different, ...

when members do not really have a say.

General meetings are often replaced by so-called representative meetings (Arla Foods: 175
farmers represent around 7600 producers® ). The members themselves have hardly any
opportunity to express themselves or have a real say. If you want to change something, you
need expertise and, above all, a lot of time. Hardly any transparency can be expected from
the management. The planned merger of Arla Foods and the DMK Group makes it clear that
members will not be provided with any more information than is already known through the
press. (As of 23 April)

when growth thinking becomes more important than members' interests.

The management and supervisory boards of many dairy cooperatives are focussing on growth
- often making a conscious decision to focus on the global market. In order to survive there,
they rely on low producer prices, as these are the biggest cost factor. On the world market, it
is almost exclusively the price that counts - and this is usually at a low level. At the same time,
members expect fair payment from their co-operative. 72 This is a conflict of interest - and
ultimately leads to permanent disadvantages for the farmers

when members have little influence on day-to-day business.

Many dairy co-operatives have become very large. Decisions are made by the board and
management - not by the members. Important areas of the operational business such as
marketing or pricing are often outsourced to subsidiaries/holding companies to which the
cooperative members no longer have access. These subsidiaries operate largely
independently - in some cases even outside the control of the Executive Board and
Supervisory Board. This means that there is no democratic control over central decisions.
Such structures must not benefit from political privileges that should actually be reserved for
genuine cooperatives®®)?®

6 Arla press release 29/04/2024 www.arlafoods.de/ueber-uns/presse/2024/pressrelease/ar-wahlen-vier-neue-
mitglieder-im-arla-aufsichtsrat-3326355/

7 NDR interview 22/02/2021 www.ndr.de/fernsehen/sendungen/panorama3/Verzweifelte-Landwirte-Was-tun-
gegen-niedrigen-Milchpreis%2Cmilchpreis234.html/

8 Thiinen Institute Milk Market Project www.thuenen.de/de/fachinstitute/marktanalyse/projekte/preisbildung-
auf-dem-milchmarkt-wer-diktiert-und-wer-reagiert

9 Evaluation of supply relationships between milk-producing farms and dairies (Thiinen Working Paper 215,
August 2023) https.//literatur.thuenen.de/digbib _extern/dn066536.pdf
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. when farmers no longer have a choice.
Many farmers are dependent on their co-operative as a buyer. Anyone who publicly criticises
them risks their milk no longer being collected. The dairy can afford this - the farmers cannot.
It is often not possible to switch to another dairy, because in many regions there are only one
or two buyers.'°

Paths to fair structures

e Strong internal control
Supervisory Board and Executive Board prevent poor pricing decisions.
Full transparency in pricing and marketing is a prerequisite.
Where the operational business is outsourced, this control is lacking.
e Contractually regulated prices (§148 CMO)
A legally possible instrument that can create fairer conditions - but is blocked
but is blocked by many co-operatives.

Co-operative privilege
Co-operatives evade democratic rules - and yet demand special rights:

Many co-operatives use their good image to evade responsibility. At the same time, they claim special
political rights, even though central business areas are outsourced and removed from democratic
control.

e They refuse to sign binding supply contracts that could ensure fair relations between
producers and buyers!!

e They exclude cooperative members from representation by producer organisations - a right
to which suppliers of private dairies are entitled.

e The German Federal Cartel Office also doubts the need for cooperative privileges in its milk
sector enquiry and criticises the fact that cooperative dairies "“do not take the producers' cost

structure into account in their sales negotiations."?

Four examples of derailed cooperatives

Arla Foods (Denmark/Scandinavia)

Arla is Europe's largest dairy co-operative in terms of processed milk volume (approx. 13.7 billion kg

per year) and is owned by around 7,600 farmers from seven countries. The group has grown through
numerous mergers and is active in over 100 countries. In Denmark, Arla processes 90 per cent of the

10 Top agricultural article 10.01.www.topagrar.com/rind/news/ilchmann-kritisiert-rueckzug-des-kartellamts-
9360430.html

11 DRV press release 01.09.2023 www.raiffeisen.de/genossenschaften-von-artikel-148-nicht-betroffen

12 Milk sector enquiry, Bundeskartellamt, January 2012
www.bundeskartellamt.de/SharedDocs/Publikation/DE/Sektoruntersuchungen/Sektoruntersuchung%20Milch%
20-%20Abschlussbericht.pdf? blob=publicationFile&v=4
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Danish milk pool and in Sweden two thirds.!* The planned merger with the German DMK would
create a new European market giant - the members would continue to lose influence while the
company expands its global market position.

DMK Group (Germany)

Deutsches Milchkontor (DMK) is the largest co-operative dairy in Germany and processes around 5.5
billion kg of milk annually. The co-operative is owned by around 4,400 dairy farmers, mainly from
northern and western Germany. Since the merger of Humana Milchunion eG and NORDMILCH eG in
2011, DMK has grown strongly and is the dominant buyer in many regions. Contrary to long-standing
promises that the increasing market power would also improve milk prices for producers, DMK has
repeatedly been at the bottom of the table in terms of the farm-gate price. The planned merger with
Arla would finally transform DMK into a pan-European structure - with even more distant decision-
making centres and less democratic control. *°

Royal FrieslandCampina (Netherlands)

FrieslandCampina processes around 10 billion kg of milk every year and is owned by around 14,600
farmers. What is particularly striking is its strong export orientation - to Asia and Africa, for example -
and the fact that FrieslandCampina handles many production steps itself: from raw milk and
intermediate products to finished foods. The concentration in a few large dairies and the global
orientation leave little room for co-determination by the grassroots'®

Sodiaal (France)

Sodiaal is the largest dairy cooperative in France, processing around 4.2 billion litres of milk. It is
owned by around 15,300 dairy farmers throughout the country. The structure is federal with many
regional sub-cooperatives. Nevertheless, Sodiaal is also increasingly organised like a group: Some
processing has been outsourced, including to subsidiaries such as Yoplait. The export of milk powder
to Asia shows this: At Sodiaal, too, what counts most today is competitiveness on the global market -

not the economic strengthening of the members. 1718

Example of a functioning co-operative

The Berchtesgadener Land dairy is an example of how co-operative principles can still be successfully
implemented in the dairy sector today: it shows that internal control works better here. The dairy
deliberately dispenses with a holding structure, retains full control over marketing and pricing and
guarantees its members fair, transparent prices. This approach is based on a sense of responsibility,
clear structures and genuine member-orientation - exactly what many other cooperatives lack.

13 https://agricultureandfood.dk/danish-agriculture/food-production/the-danish-dairy-industry

14 Analysis 10.04.2025 www.foodmanufacture.co.uk/Article/2025/04/10/arla-foods-dmk-group-merger-what-
does-it-mean-for-the-european-dairy-market

15 Analysis 10.04.2025 www.foodmanufacture.co.uk/Article/2025/04/10/arla-foods-dmk-group-merger-what-
does-it-mean-for-the-european-dairy-market

16 Milcobel, 18.12.2024 https://milcobel.prezly.com/frieslandcampina-and-milcobel-announce-intention-to-
merge

17 Reuters, 12 March 2019 www.reuters.com/article/business/sodiaal-takes-over-french-baby-formula-plant-
from-chinas-synutra-idUSKBN1QT1UR/

18 https://sodiaal.coop/en/about-us/
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Policy demands

¢ No special rights for gutted cooperatives!
Only those who fulfil basic cooperative principles - co-determination, transparency and
member orientation - may benefit from political privileges. In the upcoming revision of the
Common Market Organisation (CMO), all special regulations for derailed cooperatives must
be removed, in particular:
a. the exception to the contractual obligation,
b. equality with producer organisations, without comparable internal
internal structures and representation mechanisms.
c. Members of cooperative dairies must have the same right to representation by
producer organisations as suppliers of private companies.

e Enshrine transparent pricing in law!
Milk prices must be transparent for all members. This requires legally binding disclosure
obligations for cooperatives - also for outsourced business areas.
a. Co-operatives must be legally obliged to have the average production costs of their
members calculated and published by an independent body.
b. They must ensure that their payout prices at least cover these production costs as
well as an appropriate profit contribution for the farmers.
cover these production costs as well as an appropriate profit contribution for
farmers.
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