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Examining the Governance 
Crisis of Rural Electric 
Cooperatives By WADE RATHKE

We must always resist cynicism when we are trying to understand 
the potential – and the problems – of something as important to 
progressive society and the American experience as a cooperative, 
and that is particularly true of the important legacy of rural electric 
cooperatives.  As we have reviewed earlier (www.socialpolicy.org and 
www.acorninternational.org), rural electric cooperatives have a proud 
history of delivering the “last mile” of electricity as one of the most 
popular, most successful, and most enduring of programs dating to the 
New Deal.   More than 75 years later, most of these cooperative still 
exist and continue in many ways, shapes, and forms to provide electric 
power to millions in rural America.

Yet, we are left to wonder if they have lost their mission and purpose?  
In a study done by the Rural Power Project (www.

ruralpowerproject.org) in conjunction with Labor Neighbor 
Research and Training Center (www.laborneighbor.org) and ACORN 
International (www.acorninternational.org) that focused on the 313 
electric cooperatives in the twelve Southern states we were shocked 
to find the deterioration of democracy and what seemed an almost 
aggressive avoidance of diversity, neither of which reflected the service 
areas.  As we stated, 

“The Project found that of the 3051 supposedly 
democratically elected board members, 2754 are men or 90.3% 
while 297 members are women or 9.7%.  This is spite of the fact 
that the gender distribution in the South is 48.9% men and 51.1% 
women.  Examining participation by African-Americans in the 
governing process of the cooperatives where information was 
available and verifiable, we found that 1946 of the members were 
white or 95.3% throughout the South, while 90 or 4.4% of the 
members were black.  Of the more than 2000 governing positions 
for which we had information, only six (6) were Hispanic or 0.3% 
of the total.  These figures compare to the fact that throughout the 
twelve (12) southern states, only 69.23% are white, while 22.32% 
are black and 10.19% identify as Hispanic.”

In the report, “Democracy Lost, Racism Found,” we were puzzled.  
We knew that there was a problem, but what had gone so terribly 
wrong in the rural electric cooperative movement to find itself in 
this situation?  Furthermore, why had this happen?  What led to this 
corruption of power?  What led to this impunity among neighbors 
and members in the same community that would seek to consolidate 
positions and therefore lock out greater diversity and participation?

INTRODUCTION I
n unraveling the mystery of why 
southern rural electric cooperatives 
would be “frozen in the fifties” on 
some many issues like race, gender, 
climate change, expanded services, 

and more, we followed the first rule of 
corporate research, even though these 
were cooperatives:  follow  the money.  
The IRS 990s that the cooperatives are 
required to file annually in order to 
protect their tax exemption provide a 
wealth of information.  Perhaps there 
were clues in these reports.  Working 
with our volunteer research team 
we devised an expanded spreadsheet 
to look at a number of factors, but 
particularly the relationships between 
the sales and assets of the cooperatives 
and the amounts that they paid their 
directors and managers.  Rural electric 
cooperatives by an act of Congress may 
be tax exempt, but they are anything 
but charitable enterprises.

By crunching all of the numbers 
from all available 990s (more than 
a dozen have neglected to file and 
one left blank the manager’s pay 
rate) we were able to look at the 
average revenue for cooperatives by 
state as well as the average reported 
compensation for officers of the board 
and for the board of directors.  These 
board positions are filled by election of 
the membership and must be members, 
so with 99.99% certainty, these are 
“volunteer” positions filled by rural 
electric cooperative members elected 
to provide governance.  We also looked 
at the average managers’ pay and for 
good measure where it was available 
(the information was not available 
in Kentucky and Virginia) we also at 
what the 990s reported as the size of 
cooperative employment.  

Table 1 presents this data.
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SPECIAL SECTION: 
Election 2016!

Table 1: Snapshot of Coops Highlighted in Diversity and Democracy Report
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Table 2: Per Capita State Income Compared To Average Directors And Managers Pay

Table 3: Managers Paid Over $350,000 Along with Gender and Race Categories
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It is common knowledge that many of these rural 
electric cooperatives work in some of the poorest areas of 
the country:  the Rio Grande Valley, the Mississippi River 
Delta, and Appalachia.   The lowest average directors’ pay 
is in Tennessee at almost $13,000 per member annually, 
while the highest is in South Carolina where the average 
is $44,614 per director annually.  The average overall 
directors’ pay is $22,018.  

Is that the answer to the zealous refusal of cooperative 
boards to diversity and avoid more democratic and 
transparent practice?  Perhaps.  Directors’ fees in the 
$20,000 range are hardly a king’s ransom, but in rural areas 
of the South that level of additional income would be more 
than welcome, dear to hold onto, and sorely missed if lost.   
The per capita income for these states (Table 2) is not much 
less than the amount of the average director pay, and in 
three of the states (South Carolina, Arkansas, and Louisiana) 
the directors’ pay exceeds the per capita income average for 
the state.

What Does the Data Show?
A casual observer might look at all of this data, and 

wonder what the rhyme and reason behind it is, and in many 
ways we have to agree.

Some relatively small cooperatives pay high fees to 
directors.  One or two large cooperatives that are paying 
their professional staff extremely high salaries to manage the 
cooperatives, pay their directors relatively little compared to 
the average.  

At the same time there seems to be more than a 
coincidental pattern that aligns the highest paid 15% of 
managers, those making from $350,000 per year to over $1 
million a year, with some of the highest director payments 
for cooperatives in the South.  A question lingers from the 
data without a comprehensive or conclusive answer whether 
or not managers with relatively exorbitant paychecks have 
encouraged their own inurement by also making sure 
directors share in this wealth?

Cobb EMC
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As we say, there is no absolute and final answer, but the 
patterns are unsettling and disturbing.  When measured 
against the per capita income for these states, many directors 
of cooperatives are besting average income in their states 
simply by participating as elected representatives in the 
board meetings of their cooperatives.  All studies establish 
that income in rural areas similar to the service area of the 
cooperatives is less than in urban areas and some of these 
cooperatives are in some of the poorest counties in the 
country.  Supplemental income from these cooperative 
directors’ fees whether $5000 or $10,000 per year at the 
low end or over $50,000 annually at the high end would 
not seem trivial to many people living in the rural South 
or for that matter anywhere in the country.  It also seems 
reasonable to believe, given income patterns in the rural 
South, that a director would not only notice the loss, but 
also might acutely miss such additional income for attending 
some small number of meetings of the cooperative during 
the year.   Most of these meetings are not public, though 
some do open their doors for non-personnel business, but 
the agendas and minutes for most of the meetings that 
are available, seem to indicate that much of the business is 
routine.  

There seems to be no standard or recommended 
benchmarks that establish the real value of such service and 
therefore the level of compensation for directors tasked 
with stewarding the delivery of electric power and attendant 
services to their neighbors.  Looking state by state at the 
data, compensation almost seems “relative,” and perhaps 
derived around the coffee pot or watercooler when state 

association directors and managers convene from time to 
time in a sort of “what’s good for the goose is good for the 
gander.”  Of course in some cases cooperatives do not even 
seem to have filed 990s with the Internal Revenue Service 
which makes one wonder not only how they are maintaining 
their special tax exempt status as cooperatives, but also what 
in the world the directors are doing when they meet if they 
are not even assuring themselves that their returns are filed?

Looking at the correlation of the highest paid managers 
in the southern cooperatives with race and gender factors 
in their cooperatives makes it clear unrepresentative 
cooperative directors are definitely not holding managers, 
even the best paid managers, to any standards that would 
render a belief that such cooperatives will be leading – or, 
more accurately, catching up -- in the area of diversity 
and democracy, in fact quite the opposite.  Referencing 
the earlier figure in Table 3 that includes, where available, 
the average size of a cooperative employment also leads to 
concerns that the staffing pattern in cooperatives, often the 
largest economic force in a rural district and certainly one of 
the larger employers in most of their service areas, likely is 
similarly unrepresentative when it comes to race and gender 
as well since neither managers nor directors seem to be 
pushing for greater geographical and demographic diversity.

In the initial report it was difficult to ignore de facto 
discrimination based on race and gender in director 
selection.  Many directors might, and hopefully do, deny 
such motivations, but in examining the pay for both 
managers and directors, the additional self-interest incentive 
of compensation seems impossible to eliminate as well.   

Southern Pine
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Successful strategies of self-enrichment routinely degrade 
collective enterprises and democratic foundations when 
governance is not given appropriate attention.  In this case 
the financial rewards push against more democracy and the 
necessary transitions to more completely align governance 
with the demographics of the cooperatives service area.  

Furthermore though the lack of transparency from 
most cooperatives prevents being able to categorically rule 
out self-interest or discrimination, there are too many cases 
where the evidence is abundantly clear that the rules for 
election and voting have been tilted to favor incumbents 
and management slating of directors, rather than the kind 
of classic cooperative democracy that are enshrined in the 
principles that most cooperatives claim to follow.  There are 
too many instances where proxy voting is allowed, meeting 
notices are inadequate, and elections are postponed or 
deferred in the face of competing candidacies advocating 
programs of reform.  

The problem in closely examining the governance of 
cooperatives in the South is that without a rhyme or reason 
that explains differently, it is virtually impossible not to 
conclude that you can’t put lipstick on a pig.  The lack of 
transparency and shape shifting of rules seems designed 

to obscure and dilute the voice and will of cooperative 
members by discouraging their participation in order to also 
decrease accountability.   The only rational explanation for 
these practices in fact seems to lie in discrimination, anti-
democracy, and financial self-interest.  
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Carteret Craven, NC

District 1:  Deloria Irby – All of Cape Carteret and Cedar Point, parts of Jones and Onslow counties, including Highway 58 north to Maysville.
District 2:  Ben Ball –  Properties in Carteret County west of Highway 70, including co-op service territory along Hibbs Road, Roberts Road and Nine-Foot 
Road, and along Highway 24 from Dutch Treat Mobile Home Park, west through Gales Creek, Broad Creek and Bogue, up to the eastern limits of Cape 
Carteret.
District 3:  Arland Bell – Cooperative service areas in Craven County, including Havelock, Highway 101 and Adams Creek Road; and Lake Road near the 
Carteret County - Craven County line.
District 4:  William Fred Fulcher – all of Bogue Banks, including Pine Knoll Shores, Salter Path, Indian Beach and Emerald Isle.
District 5:  Douglas Fulcher – Cooperative service areas on the east side of Highway 70 in and around Newport up to the Mill Pond on Mill Creek Road, and 
those areas in and around Wildwood and Morehead City.
District 6:  J. Henry Davis – Mill Creek, Highway 101 from Harlowe to Beaufort, South River and Merrimon.
District 7:  Anthony Nelson – Service areas in eastern Carteret County, including Harkers Island, Otway, Straits, Fire Tower Road, Atlantic and Cedar Island.
District 8:  Thom Styron – An at-large district representative from any part of the cooperative’s service area.
District 9:  Vacant – A board seat held by a minority cooperative member representing the entire cooperative service area.Irby, Ball, Bell, W. Fulcher, D. 
Fulcher, Davis, Nelson, Styron, Meadows.
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        Vacant




