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Food Products Co-Op:

A Global
Information Systems Endeavour

Hans Lehmann
University of Auckland, New Zealand

EXECUTIVE SUMMARY

This case tells the story of a Food Products Co-op from “Australasia’ and their attempt
to create a global information system. The Co-op is among the 20 largest food
enterprises in the world, and international information systems (IIS) have taken on
increasing importance as the organization expanded rapidly during the 1980s and
even more so as the enterprise refined their global operations in the last decade. Set
in the six years since 1995, the story demonstrates the many pitfalls in the process of
evolving an I1S as it follows the Co-op’s global business development. Two key findings
stood out among the many lessons that can be drawn from the case: first, the notion of
an “information system migration” following the development of the Global Business
Strategy of the multi-national enterprise through various stages; second, the failure
of the I1S to adapt to the organization’s strategy changes set up a field of antagonistic
forces, in which business resistance summarily killed all attempts by the information
technology department to install a standard global information system.

BACKGROUND

Marketing authorities for land-based industries (such as fruit growers, meat
producers, dairy farmers, forestry, etc.) are often large companies with a strong interna-
tional presence. The Australasian Food Products Co-op? (the “Co-op”) with some $5bn
revenue is one of the largest. Like most of the others, the Co-op is a “statutory
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monopoly”, as there is legislation that prohibits any other organization from trading their
produce in international markets. With about a quarter of its revenue from raw materials
and manufacturing outside Australasia, the Co-op is a mature transnational operator.
Structured into nine regional holding companies, it has a presence in 135 offices in 40
countries. The 15,000 primary producers are organized into 35 cooperative “Production
Companies” (ProdCos), where they hold shares in proportion to their production. The
ProdCos, inturn, own the Co-op. This tight vertical integration is seen as a big advantage.
Itallows the Co-op to actas one cohesive enterprise and to develop a critical mass needed
in most of its major markets. Figure 1 shows this structure and the product flow.

The Co-op distributes its profit through the price it pays farmers (by way of the
ProdCos) for their produce. Because of this, there is no ‘profit’ in the normal sense shown
in the Co-op’s accounts, which makes the traditional (financial) assessment of the
Co-op’s performance somewhat difficult. Similarly, because the Co-op lays down a
demand forecast for each product by volume and time, which determines production
schedule of the ProdCos, their performance is difficult to measure. In the absence of hard
and fast facts, then, the interaction between the Co-op and its owners is a highly political
one. Particularly the larger ProdCos have been pushing for some time to relax the Co-op’s
monopoly, so that they may export on their own account, arguing that they could achieve
a higher return for their farmers. The Co-op counters this by pointing out that it has
maximized the average return to all farmers: they could not allow a second party to “pick
the eyes” of its most lucrative markets and leave the Co-op to deal with the difficult and
marginal ones to the detriment of the majority of dairy farmers.

Figure 1. Business structure of the Co-op
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