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A Study on the Current Status and Directions in Development of
Local Food Federation of Heterogeneous Cooperatives:
In Case of Daegu & Gyeongbuk

Park, Chan-Soo + Heo, Deung-Yong

In March 2020, the National Assembly revised the Framework Act on Cooperatives,
allowing a federation of heterogeneous cooperatives, and in October 2020, the
Daegu Gyeongbuk Federation of Local Food Cooperatives was launched as the
first federation of heterogeneous cooperatives in the country. The local food move-
ment, which has been promoted upward in the local community as an alternative
to the existing global food system, seems to be being activated by the government’s
food plan policy, but critics say that the government's policy goals are not fully
achieved due to the top-down policy promotion and lack of communication. In
response, this study first examines the role and significance of the local food
federation of heterogeneous cooperatives in solving the problems raised in the
process of establishing a food plan. In addition, the current status of the federation
was investigated for the successful settlement and development of the Daegu
Gyeongbuk Federation of Local Food Cooperatives. A survey of affiliated coopera-
tives, focus group interviews with managers and experts and related literature
surveys were conducted. Based on this, the direction of activities was presented,
such as the role of an intermediary in Daegu and Gyeongbuk and the role of an
intermediary in the public and private sectors etc. In addition, six joint project
tasks were specifically presented, including an integrated information sharing
system & a logistics network, a planned production system & a joint processing
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center, an online sales system & a co-marketing promotion, a joint education
system, a management of direct stores & restaurants, a sustainable public-private
cooperation system etc.

Key words : bottom-up, daegu and gyeongbuk, federation of heterogeneous
cooperatives, joint business tasks, local food
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Table 1. Federation of (social) cooperatives & federation of heterogeneous cooperatives

Federation of

Federation of

Federation of

Item . . . .
cooperatives social cooperatives heterogeneous cooperatives
Corporate ) ) . .
) Profit-making corporation Non-profit corporation Alternative
personality
Report the establishment to . . . .
. . Authorized by the Minister | Authorized by the Minister
Establishment the Minister of Economy . .
) of Economy and Finance | of Economy and Finance
and Finance
Five or more cooperatives
. Three or more Three or more social social cooperatives -
Initiator

cooperatives

cooperatives

consumer cooperatives -
credit unions

The investment limit

of one cooperative

Within 40% of the total number of investment accounts

Voting right

Voting rights can be given differently. Agent can’t exercise voting rights.

Executives

Three or more directors, including one chairperson. One or more auditors.

Mutual-aid project

Possible

Public
announcement

Subject to public
announcement if it
meets the requirements.

All cooperatives public
announcement targets.

All cooperatives public
announcement targets.

Legal reserve

More than 10% of the
surplus

More than 30% of the
surplus

Profit: more than 10% of
the surplus

Non-profit: more than
30% of the surplus

Random disposition
of dividends and
remaining property

Dividends possible

Dividends impossible

Profit: dividends possible
Non-profit: dividends
impossible

Remaining
property

Disposition in accordance
with the articles of
incorporation

Attribution of similar
federation of social
cooperatives, non-profit
corporations, national

treasury, etc.

Profit: disposition in
accordance with the
articles of incorporation

Non-profit: attribution of
similar federation of
heterogeneous coopera-
tives, non-profit
corporations, national
treasury, etc.

Sources: MOEF press

release. Oct. 16, 2020.
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Before the rivision After the rivision

< Framework act on cooperatives > < Framework act on cooperatives >
Federation of Federation of
social cooperatives

Federation of cooperatives Federation of cooperatives

. . . Yy . . .

< Consumer cooperatives act > < Credit unions act > A Federation of ; B Federation of )
heterogeneous cooperatives heterogeneous cooperatives
Consumer Consumer
coop coop
Consumer
Consumer
coop
coop

Fig. 1. Revision of the framework act on cooperatives.
Sources: MOEF press release. Oct. 16, 2020.
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Table 2. Daegu gyeongbuk federation of local food cooperatives

Mem- ’19 Sales
No.| Category Cooperatives Site bers (million Major projects
KRW)
Gumi local food i Local food movement &
1 i Gumi 19 N.A. i
cooperative local food direct sales store etc.
Sangju local food . Direct trading of produce &
2 ) Sangju 264 N.A. .
cooperative local food direct sales store etc.
Andong local food Local food movement &
3 . Andong 15 12 )
Cooperative |nongbu-market coop. local food direct sales store etc.
. Supply of eco-friendly and
Ansim Daegu- o
4 ) 445 N.A. local food & energizing the
cooperative dong : .
village community
Cooperative Daegu- Local food movement &
5 144 3,207 .
nongbu-market buk local food direct sales store etc.
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Mem- ’19 Sales
No.| Category Cooperatives Site bers (million Major projects
KRW)
) Direct trading of produce &
. Cooperative
6 | Cooperative Gyeongsan | 138 1,663 local food sales and
dure-market .
distribution
. Urban agriculture education,
Farmer’s village Daegu- .
7 . ) 110 700 Direct sales of produce, Sales
social cooperative dong .
Social of small-sized farm
cooperative _ Direct trading of produce,
Social coop. byeol . . o
8 i Seongju 9 150 Production & distribution of
dongne-community
produce
Supply of eco-friendly
Blue peace Daegu-
9 dal 2,500 N.A. consumer goods for members,
consumer coop. alseo
Consumer " P Education for members
—| cooperative
C ity of life Supply of produce & ti
10 ommunity of life Yecheon | 1.250 850 upply of pro uce operation
consumer coop. of common facilities

Note: Preliminary members: SSF farming association corporation, Uljin local food cooperative.
Sources: Refer to the MOEF press release on Oct. 16, 2020.
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Table 3. The contents of the questionnaire

Category Sector Survey contents
o Organization chart, Type of cooperative,
Organization ) . .
Certificate of qualification, etc.
. Decision-making body, Members of union,
Business of Human resources
. Farms, Employees, etc.
cooperative
Profit business, Non-profit business,
Business Solidarity reinforcement activities,
Self-planned projects, Sub-organizations, etc.
) L Motivation, Joint projects, The federation’s own
Federation of Participating ) )
i i project, The project to be promoted through a
heterogeneous in the business L } )
. ) public-private cooperation, Projects to be planned and
cooperatives of a federation . .
promoted when leading the federation, etc.
Sal. Sales, Operating profit, Customer management,
ales
Online shopping mall, etc.
Direct sales store Education of producer and consumer,
Others Protection of personal information, Employee welfare,
Logistics management, PR, etc.
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Table 4. Questions from the focus group interview

Category Field experts Cooperative experts
Federation of heterogeneous The necessity and role of the local food federation
cooperatives of heterogeneous cooperatives
Joint business The joint project tasks The desirable direction
tasks from the field of activities
Others Difficulties on the field Public-private partnership
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Table 5. Major profitable businesses of cooperatives
Project Ttem 2015 2016 2017 2018 2019
Sales (million KRW) 735 2,148 3,242 3,960 5,202
Diret sales .
Operating profit ( ~ ) -300 -4 -7.6 7.7 -179.9
store
The numbers of consumers - 68,278 97,866 138,475 259,454
Sales (million KRW) - 205 210 220 369
Local food
ocal 100 Operating profit ( # ) . 15 20 25 30
restaurant
The numbers of consumers 10,050 12,000 12,500 38,598
AT FTYAY Yol= thefst v dAd I 23 A s ss sk 9l
ok HFYAE L =2 w4 B0 5 A YA 3 5 aSd ol 2FFs e
A5 gk AnAEL oFE FXATE U2 FAEo ATKTable 6).

Table 6. Major non-profitable businesses of cooperatives

Program Times Users Contents
Small-sized farm All year round| 33 | Coop. nongbu-market (Sales of small-sized farm etc.)
Culture course S/year 100 | Coop. nongbu-market (Healthy meal class etc.)
Consumer monitoring 1/month 10 | Coop. nongbu-market (Inspection of produce)
Education All year round | 550 | Three cooperatives (Education of farmer, consumer etc.)
Farm experience 4/year 100 | Andong local Food. (Harvest experience & field store)
Ecological field class 1~2/month | 10~20| Farmer’s village (Children’s field experience & class)
Local food goods class | All year round| 100 | Byeoldongne-comm. (Product development, Farmer’s edu.)
Food & Health 3/year 50 | Community of life (Open lecture for members and citizens)
Rural & Farm experience 1/year 10 | Community of life (Visiting eco-friendly farms)
Helping farmers 2/year 50 | Community of life (Communication and exchange etc.)

93k, YA 5 2RAE] FFEG) of
2 YA PAE UFE o|TolAT YUtk
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Table 7. Solidarity reinforcement activities of cooperatives

Activity Times Users Contents
Farmer conference 1/year 180 | Two cooperatives (Farmer conference & pep rally)
General assembly 1/year 100 | Community of life (Friendship events, Conferences)
Employee workshop 2/year 40 Coop. nongbu-market (Education & pep rally)
Year-end bash 1/year 100 | Coop. nongbu-market (Year-end bash for members)
Local food day 1/year 100 | Andong local food (Products contest, Friendship events)
Sales booth Irregular | 1,000 | Andong local food (Sales booth at the local events)
Staff & Family party 1/year 100 | Community of life (Friendship events & sports events)
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Table 8. Preference for the federation’s own projects and public-private cooperation projects

Total Cooperative® Social coop. |Consumer coop.
Project (N=T7) (N=4) (N=2) (N=1)

A type’| B type’| A type | B type | A type | B type | A type | B type
Public meal service project 3.14 4.71 3.25 4.50 2.50 5.00 4.00 5.00
A planned production system 3.71 3.71 425 3.25 250 | 400 | 4.00 | 5.00
Activating internal transactions 3.00 3.43 3.50 3.50 2.00 3.50 3.00 3.00
Building a joint logistics platform 4.00 4.57 4.75 4.50 2.50 5.00 4.00 4.00
Operating a joint processing center | 2.86 4.71 3.50 4.50 1.00 5.00 4.00 5.00
Joint brand & joint marketing 3.14 4.00 4.00 4.50 1.50 3.50 3.00 3.00
A joint online shopping mall 2.71 3.86 3.25 4.25 1.00 3.50 4.00 3.00
Joint purchase of packaging boxes 3.29 4.29 3.75 4.25 3.00 5.00 2.00 3.00
Joint training for producers & workers | 3.71 4.43 4.50 4.00 3.00 5.00 2.00 5.00
A joint program for consumers 3.71 4.14 4.00 3.75 3.00 5.00 4.00 4.00
An information sharing system 4.14 3.43 425 3.75 4.50 3.00 3.00 3.00
Average 340 | 412 391 4.07 241 432 336 | 3091

Note: 1. Strongly agree 5, Agree 4, Neutral 3, Disagree 2, Strongly disagree 1.

2. *SSF farming association corporation is included because it is scheduled to be converted into a cooperative.

3. " A type: the federation’s own projects,

°B type: public-private cooperation projects.
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Table 9. Motivation for cooperative to participate in the federation

Order Motivations Points
1 Building public-private governance through organization 17
2 Establishment of a joint logistics platform for joint selection, packaging, and shipment 13
3 Securing stable supplies through activation of internal transactions (Planned production etc.) 12
4 Development and progress of joint education programs for producers and workers 10
5 Market expansion through scale (Public meal service, Consumer expansion) 8

Note: Strongly agree 5, Agree 4, Neutral 3, Disagree 2, Strongly disagree 1.

AE2F[ES 2AFE T NBAAHGE 7517 Points) I F5AU= A%} TF =F F
RE T=(13 Points) 5= FE AT F Jdxgds2 Ak AEF WIS 2
AL 2% FA2FES 2GS AN IL: TS FEIL, FEALFIL
Z ddisk g8 e T3l 2EFEE 2438 dde A & A& Vs A=
A 5 A

A HWE7HEE FGL 24 F6 olF e e] e tizh et ojd s A

4
239G 4P FHNAL. AGY AFR FF2TE) A FHL
s} 3% Aol Bage =

g s ek E=F ATE YFRFE SN, AP, AxT TEAY S

Table 10. The opinions of experts from the focus group interview

Field experts Cooperative experts

. . L . Various cooperatives specialized in production,
Small private cooperatives are inevitable to build i . :
i ) ) processing, distribution, and consumption are
federation to scale for their survival. .
needed for efficient local food movements.

.. ) ) For the efficient operation of the food plan, it is
Organization of small cooperatives is also ) )
L. ) necessary to establish a food plan at a wide-area
necessary for public-private cooperation. . . o
level, and various subjects must participate.

Small cooperatives cannot afford to invest in In order to adjust the discrepancy between supply
non-profit projects, so they must form a federation | and demand between regions, a federation of

and promote them jointly. heterogeneous cooperatives is needed.

When promoting public projects, it is most The participation of various consumer cooperatives

desirable for a federation involving various private | as well as producers' cooperatives enables

entities to promote the project. sufficient supply.
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Table 11. The initial business plan (Oct. 2020)

No. Initial business plan (Oct. 2020)
1 Local food production, processing and distribution
2 Local food, cooperatives and federation-related projects entrusted by the government
3 Consulting, research, education and cultural projects on local food
4 Social agricultural business
5 Guidance, support, contact and coordination
6 Counseling, training, information provision
7 Research and public relations projects on the member’s business
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Consumption Production
Site . Agricul. Fru‘it- Root Leafy & Spic.e & . Kor‘ean . . . .
Population | Product. | bearing Stem | Culinary | Fruits| native | Pig | Chicken | Egg
(polished)| veg. vee. veg. veg. cattle”
Daegu 4.7 0.3 1.6 0.4 1.0 1.5 0.4 0.4 0.1 0.2 0.4
Gyeongbuk 5.1 134 17.7 4.7 11.1 15.0 321 21.8 | 132 14.1 19.1

Sources: KOSIS, 2020a; 2020b; 2020c, Unit: %, As of 2019(*: As of the 4™ quarter of 2019).
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T doly FAE SFAAME S} B9 A”AES 2EFE EF FAFAHE), AFY
FTAEMTFY F5S TV Ao FRsa 92E‘r(DGFLc 2021). FEHEAE
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Table 12. Joint business tasks & recent business plan (Dec. 2021)

Study on joint business tasks Recent business plan (Dec. 2021)

L . . . . Integrated management center: Integrated
Establishing an integrated information sharing ) L .
. management, planed production, joint marketing,
system & logistics network o
logistics network

Establishment of planed production system and . i o
. . . . Logistics platform: Wide-area logistics, joint
joint processing center and entry into the public ) )
) ) processing, public school meals
meal service business

Operation of the joint education system and Community food center: Direct store & restaurant
training field-oriented professionals operation, education, urban-rural exchange
Co-brand, co-marketing, public safety test and Public-private cooperation, cooperation with other
online sales system regions and civil society solidarity

Local food stores and restaurants directly managed . . . .
. Cooperative projects for affiliated cooperatives
by the federation

Finding projects that need government support and | Guaranteed basic food rights in the community

establishing a sustainable public-private Local food production, processing & distribution,

cooperation system etc.

s HAY AA =2 T2
e AL A e FR8kaat mHsta QAR RN E &F 53 shd AH
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