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Marketing and Performance of Fruit and 
Vegetable Co-operatives 
 
Narciso Arcas and Salvador Ruiz 
 

Agricultural co-operatives represent a significant percentage 
of the fruit and vegetable production in Europe. The objective 
of this paper is to analyse the marketing behaviour of the 
agricultural co-operatives, relating that behaviour to their 
performance. Information was collected from the managers of 
the co-operatives via personal interviews with a structured 
questionnaire. The results revealed that the co-operatives 
with more experience, resources and skills followed a 
diversification strategy, obtaining a higher efficiency (sales 
per asset) as a result of implementing marketing activities 
addressed to the last stages of the distribution channel and 
the consumer. 

 
The social and economic importance of co-operatives in the 
agricultural sector is confirmed by the sheer number of them, 
their turnover, the number of jobs they provide and the 
number of associated companies in the sector that are 
involved (Arcas and Munuera 1998). Within the European 
Union agri-food industry, there are estimated to be 30,000 
co-operative enterprises, with over 12 million members 
processing and marketing over 60 per cent of agricultural 
products (Hind 1999). In Spain there were 3,930 agricultural 
co-operatives in 1998, selling over 50 per cent of agricultural 
products. Given the importance of such business in European 
agriculture, the strategies of co-operatives and consequence 
performance are clearly of relevance to those involved in the 
agricultural sector and agriculture policy.  

If we consider the agricultural co-operatives involved in 
marketing in the fruit and vegetable sector, their importance is 
reflected in the high percentages of the volume of production 
that they manage. We find countries such as Denmark, The 
Netherlands and Belgium where these marketing 
co-operatives deal with 70-80 per cent of the total 
commercialised volume of fruit and vegetables. In Spain the 
figures are around 37 per cent for fruit and 12 per cent for 
vegetables (Comisión Europea 1998). 
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are seven-and-half thousand travel agents, we’ve got 
thirty five of them yet we’ve got over two per cent of 
Thompsons national business. We are certainly more 
productive per outlet than any other travel outlet. 

 
Additionally they consider themselves successful on factors 
such as continuing profitability, staff retention, customer care 
(for which they receive awards), marketing and staff training. 

T2, the national society measures success on the usual 
‘key measures’: growth of sales volume, growth in profitability 
and return on capital employed. It has for instance 300 outlets 
nationwide and this represents a growth from 230 in early 
1998 (including managed partnerships). 
 
1. The regional society was a strong player in local 

market. 
 
Perhaps the most significant management decision, by T1, 
was one to expand. A little over ten years ago the travel 
section was confined to the Society’s department store. It was 
clear that the travel industry was consolidating around a small 
number of increasingly large travel agents. A decision was 
taken to expand geographically to achieve a dominant 
position with respect to travel from their regional airport. The 
business now has 35 branches in the catchment area and is 
negotiating three further leases. 

This has allowed the co-operative to take a 24 per cent 
share of this market and be the largest agent in the region. 
Because of this position they have been able to compete 
effectively on price and added benefits. The manager 
considered that there has been a cycle where price and 
benefits alternatively have been uppermost among the 
customers’ concerns. Currently he thought price to be most 
important. 

One of their newest outlets illustrates how the benefits of 
geographical dominance has allowed the co-operative to add 
value to the travel product. The new site is in a business park. 
The travel centre is located in shop units around a large 
central area. The central area has a bandstand and is 
designed to suggest a holiday atmosphere. The travel 
business puts on all sorts of events including music and tea 
dances to make booking a holiday a wider and more 
pleasurable experience. 
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… to get the retail side right, that has to be a priority. If 
we don’t do that it doesn’t matter what type of ethos 
we have got - we haven’t got a business! 

 
Clearly this view is inextricably linked with board 
performance:  
 

Our board today is more on the ball than they have 
ever been, because of the Corporate Code of 
Governance, today you can’t hope to steamroller 
things past a board … the directors know now how to 
read an annual report. 

 
and “Director training is on a regular basis.” 
 
Summary 

 
The key, according to the chief executive of NFP2 is  

 
… to show you are a local organisation - and for 
members show they cannot get these benefits 
anywhere else. I don’t think you can get this by a 
national co-op. You need niche retailing on a regional 
basis - but with nationally managed buying power. 

 
This approach also typifies that of NFP2.  

Both societies have a place for co-operative values, and to 
a certain extent the co-operative difference is integrated into 
business strategy, but in other ways, it seems to be 
something which is an added extra rather than deeply 
embedded within strategy. 
 

2.3 Travel 
 
There are two cases examined here: one part of a strong 
regional society (T1), the other part of a national society (T2).  

T1, the regional society measure themselves, especially in 
terms of growth, against the travel industry rather than other 
parts of the co-operative society. 

 
When we look in terms of growth - the national market 
share that we command - when you consider there 
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However, companies in this sector have not tended to 
place a lot of importance on marketing. This is not due to the 
fact that marketing activities are beyond the reach of farmers, 
nor is it because agricultural products are very similar 
(Bateman 1976). On the contrary, it is our conclusion that the 
traditional attitude towards marketing amongst businessmen 
in this sector can be attributed to the high level of 
protectionism in the sector, to the specific nature of 
agricultural activity and, more pertinently, to the small size of 
most agricultural organisations, making the effective 
application of active strategic marketing policies virtually 
impossible. 

In this context, this study of the marketing strategies of 
co-operatives in the fruit and vegetable sector aims to 
contribute to a greater understanding of the co-operative 
formula from the marketing perspective, because the majority 
of the existing studies about co-operatives are very 
theoretical and centred on the doctrinal, philosophical and 
legal side of these companies, paying no attention to the 
business side. More specifically, we will analyse the 
commercial behaviour of co-operatives dedicated to the fruit 
and vegetable sector in Spain. The identification of different 
types of co-operatives according to the marketing strategies 
that they employ is the basis used in order to study the 
activities undertaken by each group, and the effectiveness of 
these activities relating to the marketing of the products. 
 
Marketing in the agricultural co-operative 
 
Agricultural producers participate in the marketing system 
either individually or collectively through co-operatives or 
some other type of producer marketing organisations, to 
which Schroder et al (Schroder Wallance and Mavondo 1993) 
refer generically as Producer Marketing Organisations. The 
objective of these organisations is to use collective forward 
integration into processing and marketing to achieve market 
power for their members. 

Among the major goals that co-operatives, as 
organisational forms with a big tradition in many countries, 
have sought to achieve are the following (Farris 1997):  

 
(i)  provide information and education to its members to 
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enhance their own business management;  
(ii) improve bargaining power in purchasing farm supplies 

and selling farm products;  
(iii) obtain products or services which are either costly or 

not otherwise available;  
(iv) improve product or service quality in both farm inputs 

purchased or commodities marketed;  
(v) reduce costs of marketing farm products; and  
(vi) increase farmers' income. 
 
From a marketing perspective, co-operatives offer great 

possibilities of collaboration to its members such as helping 
them to achieve economies of scale in production and 
marketing activities, coordinating production, marketing, and 
processing activities to meet final consumer demands, 
providing competition in contract markets by setting contract 
payment rates and other terms, and capturing profits from 
other stages in the market channel (Royer 1995). More 
specifically, Arcas (Arcas 1999) points out some possibilities 
concerning marketing research, new product development, 
portfolio diversification, branding, and the development of 
promotions, selling and distribution activities, as well as 
access to new markets. 

Varadarajan and Rajatman (Varadarajan and Rajaratnam 
1986) named this type of agreements as “symbiotic 
marketing”, a term that was previously used by Adler (Adler 
1966) to define the alliances between two or more 
independent organisations in order to improve their marketing 
potential. Bucklin and Sengupta (Bucklin and Sengupta 1993) 
call these agreements “co-marketing alliances” and refer to 
them as associations created to coordinate the marketing 
activities of its members, which can even be extended to 
production activities. 

Co-operatives can play a very important role in agricultural 
marketing. From the consumer orientation perspective, 
co-operatives facilitate the exchanges to boost the physical 
and communication flows between the consumer and the 
agricultural company, in order to improve the value for the 
consumer (Wierenga 1997). Through market research, these 
co-operatives can provide their members with information 
concerning consumers’ needs. Furthermore, they can 
develop communication activities to promote their products 
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This is a scheme which is unique in the UK and possibly the 
world. NFP2 has pledged its entire tobacco profits to 
community charities. This promises over £50,000 in the first 
year of its operation. 

Another ethical dimension is in their sales approach, which 
could be termed ‘ethical selling’:  
 

say in holidays - we are closely linked to the CWS 
Travelcare Theme, we’re not hooked to a particular 
holiday company - the same with funerals, aim to not 
oversell a coffin arrangement they don’t need. The 
aim is not to con them and sell them something they 
don’t want. In electrical and furniture we get 
exceptional comments on the cards saying how staff 
have helped them. It is more like helping the people to 
chose. That makes a noticeable difference to what 
customers receive elsewhere. I see it as an ethos that 
runs through the business, food is slightly different 
because it’s mainly a self service product, but the 
same principle applies. 

 
Although NFP2 recognise the effectiveness of Oxford, 
Swindon, and Gloucester in developing member democracy, 
the balance between democratic involvement and 
professional management was a delicate one. It could  
 

… inhibit management, say quarterly member’s 
meetings, may be going further than we need to go. 
You could get a groundswell of members who want a 
particular facility that it might not be practical to do, 
you need a balance between professional 
management having that remit so it doesn't reach a 
stage where the democratic element becomes an 
overwhelming one so you get an unmanageable 
business. Oxford Swindon and Gloucester seem to 
manage it very well, very impressive, but you have to 
be careful the balance doesn’t tip in the wrong 
direction on that. 

 
The important thing stressed earlier was to get the retail side 
of the business right.  
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marketing database, useful for marketing special offers and 
cross-selling:  
 

We’re marketing that that you can get the dividend on 
your holiday, on your electrical goods, on your petrol. 
We’re trying to get the message across: it’ll pay to do all 
your shopping (your travel, your electrical goods) with us. 

 
However the co-op brand is seen as attractive, and 
promoted consistently by both societies (see above). 
Promoting the co-op brand is seamlessly linked with 
co-operative education in NFP2:  
 

As a Society we need to educate the public about what 
the Society is and the different other co-op societies: 
we’ve been giving these away [pocket leaflets produced 
explaining about the co-op, as well as ribbons and 
aluminium milk tokens originally used by the co-op] to the 
suppliers, the manufacturers. They aim to help people to 
get to know about the co-op. These mementos are one 
way of doing that … They’re about the Society and how 
we have come about. We’re proud of our heritage and 
we are not afraid to shout about it. 

 
In NFP2 member benefits are emphasised (rather than 
democracy). They target members first for promotions and 
cross-selling. They also want to draw in new members 
through promotions and a system of discounts only available 
to members. 

But there are, in addition social benefits: outings and trips 
organised for members via the Member Relations Department 
and some people have joined especially to take advantage of 
the discounts available on these trips. 

An ethical stance has been developed by NFP2 to 
provide community benefits. They have a unique scheme 
whereby the Society pledges all of its profits from tobacco 
sales will be donated to charity.  
 

We are promoting good ethics … This year we 
launched our … scheme. All our profits from the 
tobacco sales are donated to worthy causes, we 
donate it to local charities. 
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and improve the consumer knowledge concerning the nature 
of the supply and production processes in which that 
consumer is more and more interested. 
 
Strategic marketing of co-operatives in the agricultural sector 
 
If we examine the literature relating to development strategies 
that agricultural co-operatives could adopt, we find Ansoff’s 
(Ansoff 1957) matrix of expansion product/market with four 
strategies: product/market penetration (the firm tries to 
increase the share of its products in the markets which it 
already serves), market development (which involves 
developing new markets for the firm's current product lines), 
product/market development (the firm maintains its existing 
markets but develops new product markets within them), and 
diversification (which involves the firm entering new product 
markets outside its present product markets). 

Nonetheless, before establishing its product-market 
portfolio, the co-operative needs to examine the nature of its 
“competitive advantages”, which may be rooted in cost 
leadership, differentiation or focus according to Porter (Porter 
1980). These competitive advantages will act as a starting 
point for later development strategies, as well as for the 
decision making process regarding tactical marketing 
variables. 

As regards competitive advantages, the concentration in 
distribution strategies and the high level of competition in the 
agricultural sector have forced co-operatives to seek a 
specific market niche, by establishing regional identities 
through forms of process assurance and traceability (Brown 
1995). He also refers to the importance of quality for 
agricultural co-operatives in the UK, not so much as a 
differentiation factor but because the supermarkets demand 
it. Fleming (Fleming 1992) also points out the need to adopt 
focused strategies in order to develop exports of fresh 
produce. 
 
The operational marketing of agricultural co-operatives 
 
Operational marketing issues refer to how well the company 
communicates and implements its marketing strategy. In 
order to achieve this goal, the company use the marketing-
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mix elements regrouped into the popular four Ps: product, 
price, promotion and place (Bradley 1995). 

If we examine the different marketing variables, it is 
obvious that the product is the variable over which agricultural 
co-operatives have the greatest power to act, since there are 
various attributes of particular fruit and vegetable produce 
which may assist in the differentiation of the product. 
Amongst these, the most important are quality, packaging, 
presentation, place of origin, production system, brand and 
additional services (Baker and Crosbie 1994; Conklin and 
Thompson 1993; Steenkamp 1995). 

Nowadays, more and more branded fruit and vegetable 
have been introduced into the European market by both the 
producers and the retailers (Lamperjee, N and Vliet 1993). 
However, according to Olmeda and Rivera (Olmeda and 
Rivera 1983), Spanish agricultural co-operatives either lack 
distinctive brand identity or employ brand names with little 
personality. Branding policies in agricultural co-operatives 
should seek to emphasise the prestige of their own brands, 
with surplus production or marginal products marketed under 
the brand names of distribution outlets. 

Of the four marketing variables, price offers the least 
flexibility upon which the agricultural co-operatives can act. 
One of the main features of these products is the differences 
in price which can occur in the market, and which may be due 
to factors such as the place of origin, variety, quality condition 
and pack, as well as the method of sale (How 1991). Of the 
three methods of sale (outright sales, on consignment and in 
deposit), outright sale is the most interesting for agricultural 
co-operatives, since it allows them to defend themselves 
against price fluctuation and thereby guaranteeing a certain 
price to their members. However, it is the least favoured by 
the buyers which is why its use will always depend on the 
negotiating powers of the co-operative. 

With respect to advertising activities aimed at the buyers of 
fruit and vegetables, How (How 1991) classifies them in three 
groups: generic advertising, brand advertising and private 
label advertising. In the case of Spanish agricultural 
producers in general, and of agricultural co-operatives in 
particular, the main characteristic regarding brand advertising 
is its low level of use, which is a result both of the small size 
of the companies and of a lack of business awareness about 
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then won’t alter their product range. We agreed to 
change our product range with XXZ (larger co-op 
society) … we don’t have enough critical mass alone. 
On furniture it worked. We have had a strong 
performance on furniture. 

 
For NFP2 co-operation also applies to marketing: it ties in 
with CWS national promotional campaigns by promoting local 
Society offers at the same time.  

 
CRTG has helped because we can now compete in 
food on price. Our food division is showing healthy 
sales increases.  
 

But they use that facility flexibly:  
 

we have the option of taking up those deals, but we 
also do deals with certain suppliers ourselves. We can 
sometimes get a better deal on a specific product. 
CRTG can’t always give us that … 

 
But they are not part of CRTG for non-food at present, which 
is still in its early stages of development. “There are various 
things we think they haven’t got right yet. We’ve got a good 
non-food business and we don’t want to damage that.” 
 
5. As for co-operative ethos, in NFP1 this involved pushing 
a number of co-operative features: member benefits through 
the dividend, the dividend card (for cross-selling), as well as 
the democratic side:  
 

We’re obviously there to give benefits to our 
members, give value to members, to keep the 
democratic side of the Society alive, we’ve worked 
hard at the democratic side of the Society … 

 
The dividend bonus is distinctive but really probably 
for most people coming to buy it is just a matter of 
price. People see it as a bonus. Some do come for the 
dividend but for others it is just pure price … 

 
However the use of a dividend card gives information for the 
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loyalty. This also indicates commitment:  
 

The staff come in the evenings to learn about the 
products - in their own time - the staff are wined and 
dined, staff will come from all our stores within our 
trading area, they are keen to attend. They get a 
buffet meal, manufacturers come and explain about 
their product. There’s a free prize from the 
manufacturers. It’s a social event too. Staff are keen 
to attend, to extend their product knowledge. 

 
And there are staff benefits to reward some of the loyalty 
demonstrated by staff. A staff bonus is one of these. A week’s 
salary in vouchers is given to staff if the Society hits its profits 
providing the staff member’s attendance and performance 
record is satisfactory. The bonus is linked to the Society’s 
earnings. 

NFP2 have a very clear idea of delivering a quality 
customer service: customer comments indicate that the 
product knowledge of staff plays an important role in what 
is liked and appreciated. Their ‘quality’ approach for both 
customers and staff is to free time for front line customer 
service, the aim being to minimise paperwork for frontline 
staff. This applies to business and co-operative dimensions 
of enterprise:  
 

It’s these people in the front line who are the 
ambassadors for the Society. If we don’t tell them 
what we are all about then customers/members won’t 
know what we’re about. 

 
4. The business performance was improved through 
economic co-operation between co-operatives to get 
economies of scale.  
 
In NFP1:  
 

On electrical goods we’ve held our own but the 
margins are very low. The prices are ridiculous, the 
competition is intense. The issue was: should we pool 
buying power, trying to get together with other 
societies? People pay lip service to co-operation but 
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the role of marketing. Because of this, institutional promotion 
is the most common promotional activity in Spain, specially 
state programmes to develop generic advertising based in 
“umbrella” or geographic brands (Olmeda 1989). Other ways 
in which agricultural co-operatives can carry out their 
marketing include trade fairs, price reductions, tastings, free 
gifts, company tours or sponsorship activities (Olmeda 1989; 
Rivera 1996; Caldentey, Haro, Titos and Briz 1994). 

Fourthly, in order to develop effective distribution strategies 
for fruit and vegetable products, co-operatives need to pay 
particular attention to the choice of a marketing channel, 
logistical planning, and relationships with clients. These 
considerations are especially important for several reasons. 
First, agricultural products are perishable and therefore 
require special transport and storage. Second, seasonal 
production has to correspond with a consumption pattern that 
extends over a long period of time. And third, because there 
are many small product suppliers and consumers in 
agricultural and food markets, considerable effort goes into 
collection, regrouping and dispersing products (Meulenberg 
1997). 

In Spain, the channel traditionally used to market these 
products has been made up of producers, shipping point 
firms, destination wholesalers and retailers (De la Jara Ayala 
1988; Caldentey Albert 1986; García and Langreo 1992). This 
channel is still widely employed in this sector, as proven by 
the high level of participation of the MERCAS network

1
, as 

destination wholesalers, in the distribution of fruit and 
vegetables (Crespo 1994), compared to other sectors where 
this intermediary has a low participation or has even 
disappeared. However, more recently we are noting a change 
in the type of distribution of these products with the 
appearance of shorter channels (Distribución y Consumo 
1993). 
 
Co-operative performance 
 
Performance evaluation of co-operatives has always been a 
topic of considerable interest in agricultural economics, 
primarily because of the significance of the co-operative 
formula of organisation in agriculture (Lerman and Parliament 
1991). 

Previous research has analysed how co-operatives' 
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performance is affected by size and industry (Lerman and 
Parliament 1991) or how it differs compared to non-
co-operatives (Hind 1994; Katz 1997; Ferrier and Porter 
1991). Nonetheless, there is a lack of research relating 
marketing practices to this co-operative's result, although 
literature recognises the relevance of these practices in 
present markets. 

Essentially, there are potentially two main areas of 
measurement of co-operative performance (Hind 1998): (1) 
conventional corporate measures which are used for 
traditional business; and (2) social and member benefit 
measures which attempt to quantify the benefits accruing to 
individual members or the community. In this sense, some 
argue that the performance of co-operatives should not be 
measured in specifically financial terms alone (Pratt 1998). 
Nonetheless, as Haines and Al Hasan (Haines and Al Hasan 
1998) point out, co-operatives which exist to provide 
economic benefits to members (as fruit and vegetable co-
operatives) and employ the same business techniques and 
methods as other competitor businesses must therefore be 
judged primarily by the same financial and management 
measurement techniques as their competitors, since they are 
only likely to stay in business and serve member interests if 
they perform equally well. 

It is absolutely necessary to take into account that 
co-operatives operate in a commercial environment and must, 
therefore, meet minimum corporate performance measures in 
order for the corporative body to survive and be in a position 
to deliver member and social benefits (Hind 1998). 
 
Empirical study of the marketing management of fruit 
and vegetable co-operatives 
 
Data 
 
The sample is made up of the census (forty three) of 
agricultural co-operatives from the south-east of Spain, one of 
the biggest fruit and vegetable production areas in the 
country. The information was collected from the managers of 
the co-operatives via personal interviews with a structured 
questionnaire.  
Table 1 
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wide range of goods, good image, all the brand names you 
want …” and: “we’ve got away from a dowdy image … there 
are membership leaflets, promoting the membership … 
signage which is easy to understand … notice board to give 
that sense of community.” 

The results: in non-food, to a 25-100% sales growth, over 
a period of time. This investment has been combined with 
cost control as a vital way to accrue money in order to invest 
in new stores. 

NFP1 have a clear business strategy: “Our approach is 
to run a low cost margin, keep cost base down, maintain 
volume. We want to be competitive and keep the cost base 
lower … it’s worked for the last years for us …” 

Similarly for NFP2:  
 

I think there are 3 strands to what we are doing. I’ve 
been here just over 5 years … first is getting the right 
type of business, to get the retail side right, that has to 
be a priority. If we don’t do that it doesn’t matter what 
type of ethos we have got - we haven’t got a business! 
We still have work to do here, but we are one of the 
top performing retail societies. We have a sound 
financial footing and we have that now and we want to 
build on that. Second is creating a distinctive 
difference. Third is the membership - there must be a 
genuine reason for being a member and we’re 
working on that. 

 
The NFP1 approach to staffing is: “growing our own”. “… It’s 
also crucial to have the right people in the right positions …” 
This is not always easy where staff mobility and turnover are 
significant:  
 

When I started I got a list of key people, from many 
sources. There were the ‘stars’. Then there were the 
people I thought I’d have to lose - they are still here 
while the ‘stars’ have all left. You need to read people 
and not be afraid to move people. Take some risks. 

 
NFP2 invest in training at all levels, and induction, with a 
staff induction roadshow whereby new staff are made aware 
of the wider business. They have a high degree of staff 
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strongly: maintaining the brand and their distinctive logo on all 
stores and promotions: “We think the co-op brand is an asset. 
It is a strong brand. We should take advantage of that.” But 
they recognise it is important to “walk the talk”:  
 

Where stores are old and dowdy this is not so, but 
where the stores are good - you can see where the co
-op is strong. We’ve got the logo right, the branding 
correct. You don’t mind the co-op name, it’s got the 
quality ‘class’ ‘standard’ you’re looking for. People 
trust the name co-op. But many societies haven’t 
invested in their stores and so the perception has 
become ‘old’ and ‘dated’ and ‘not cheap’. 

 
Similarly for NFP1, when considering investment in store 
locations and good quality refurbishments, attention to 
different customer profiles requires a differentiated 
marketing approach – for example locating small local 
shops near the traditional customer (council housing, old 
people’s homes), drawing in “the upwardly mobile young 
people who care about what we are, our ethical stance, the 
Co-op Bank …” by focusing on the bigger stores to which 
they drive; and for a different market segment in the larger 
stores … “doing offers on quality products … at cracking 
prices. That’s bringing new customers in, Mr and Mrs 
Sainsbury’s, the ASDA customers” (customers from the 
largest retail competitors). 

NFP2 has had a major programme of investment in 
stores:  
 

In the last four years we have started to invest in 
stores. We have had a management business plan. 
The Management Executive have changed the 
business round. The business plan recognised the 
need for investment in staff, stores, and training and 
the result is we are now doing well. 

 
This investment encompassed new stores, enhancing 
facilities in existing stores: “ATM machine, high standard of 
shop, fresh baked Cuisine de France products, delicatessen, 
more unusual for a convenience store;” As well as “fixtures 
and fittings of high quality to provide the right atmosphere, 
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Profile of Co-operatives in the Sample 
 
A profile of the sample is provided in table 1. This profile 
refers to age of the co-operative (years), size (sales), 
structure (the number of partners), activity (services that the 
co-operative offers to its partners and its range of products), 
human resources (the number of permanent workers), results 
(profits), and partner profile (average sales per partner and 
the percentage of them exclusively dedicated to the 
agricultural sector). 
 
Results concerning the marketing activity of the co-operatives 
 
The first step in the analysis was aimed at obtaining a 

better knowledge of the marketing activity developed by 
the fruit and vegetable co-operatives in Spain. More 
specifically, we outlined their strategic marketing decisions, 
their sources of competitive advantage which determine the 
strategic decisions and the marketing actions used to 

Characteristic Mean Std Dev 

Age (years) 10 6.82 

Sales (Millions of Pesetas) 842 939 

Number of partners 289 434 

Range of Products 
Services offered 

3.9 
5.5 

2.01 
1.9 

Number of permanent employees 7.3 7.8 

Average turnover per partner (Millions 
of Pesetas) 

percentage of partners exclusively 
dedicated to the agricultural sector 

8.0 
 

37.9 

13.2 
 

37.9 
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implement them. 
 
(i) Development Strategies 
 
With the aim of identifying the development strategies 
(according to Ansoff's classification) that our sample 
companies have employed, we have analysed two 
quantitative variables: the product range and the percentage 
of sales in the principal market. The combination of these two 
dimensions yields four situations highly associated with the 
growth strategies: 
 
a. Narrow range of products and high percentage of sales 

in the principal market, which can be associated with a 
product/market penetration strategy (developing the 
present markets with the present products); 

b. Wide range of products and high percentage of sales in 
the principal market, associated with a product/market 
development strategy (developing new products in the 
present markets); 

c. Narrow product range and a low percentage of their 
sales in the principal market, associated with a market 
development strategy (exploring new markets with the 
present products (market development); 

d. Wide range of products and a small percentage of sales 
in the principal market, associated with a diversification 
strategy (developing new products in new markets). 

 
In order to ascertain the extent to which different groups of 

co-operatives adopt any of the aforementioned policies, we 
have applied a cluster analysis to the two previously 
mentioned variables (range of products and percentage of 
sales in the main market), using the squared Euclidean 
measure of similarity and the minimum square method, a 
combination which produces better results (Punj and Stewart 
1983).  

Two criteria were used to select the appropriate number of 
clusters for further analysis: (a) the interpretability and 
practicality of the derived clusters in terms of the dimensions 
of innovativeness discussed earlier; and (b) the drop in the 
overall root-mean-square prediction error at different merger 
levels as shown by a dendrogram of the clusters process 
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changing retail patterns.  
This involves continually getting the balance of space and 

turnover correct; changing store locations; as one manager 
said:  
 

One thing is we don’t let problems lie … Take YQ 
(small town), where we had a large store. It was doing 
all right until a Safeway opened next door. We had the 
full food and non-food range in there. We managed to 
… rent out half the building … in the balance of the 
store we’ve maintained the food, electrical, coffee 
shop, so we managed to get a complete offer in. 

 
For NFP2, good marketing means:  
 

… regular meetings with the management executive 
as well as meetings of all senior managers - non-food 
… This is where we discuss promotional activities – 
[based flexibly on the CWS

1
 promotional calendar for 

the year] - and we can react quickly, because we are 
local, make decisions … we are testing our market, 
monitoring the market through feedback from 
customers, and staff, all of which is used. 

 
Local intelligence is regarded as particularly important: “we 
also give store managers a big say and input into promotions, 
advertising, they know their market. An ‘advertising response 
sheet’ for advertising and leaflet distribution is filled in by 
store mangers giving us feedback”. 

In NFP2 the chief executive is particularly close to the 
market: visits to competitor’s stores, by staff (including the 
chief executive), are undertaken to check the range offered 
on certain product lines compared to the co-operative’s. And:  
 

We have a customer feedback form … - we are 
constantly asking customers what’s good and what’s 
wrong. We listen to the responses to these forms very 
closely - the CEO gets these forms first, even before 
the general managers, of course they go on to the 
managers, but he gets them first. 

 
Both societies promote the co-op brand, NFP2 particularly 
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business together generating customer loyalty. The business 
performance is further enhanced by economic co-operation 
between co-operatives.  

Thus rather than overt co-operative values being evident, 
the success of the co-operative seemed to be based on 
traditional member based business values: delivering good 
quality product/service. 

In terms of co-operative image (see above) this combines: 
valued customer, with value for money. 
 
2.2 Non-food produce 
 
Non-food produce (NFP) includes furniture, carpets, clothing, 
toys and electrical goods – but not all stores take the full 
range. These cases are from two regional societies (NFP1 
and NFP2 – a key feature of NFP2’s performance is their 
major programme of store refurbishment, which has led to 
increased sales). 
 
1. Both co-operative societies were effective players in the 
local market – this being characterised by good use of local 
knowledge in marketing, and store location, etc. 

This has involved moving away from national co-operative 
society promotional strategies to select schemes that match 
the local competition better; and varying the marketing 
channels to match local conditions (from press advertising to 
leaflets). 

Similarly they used local knowledge of suppliers to keep 
development and refurbishment costs down. In NFP1:  
 

It frightens me when I see how much developments 
cost the XX (large co-op society). We’re getting the 
same size stores for much less … It’s about being 
small and local. We get local quotes on a new building 
… Take refrigeration, we don’t have a standard 
format, we see who’s got the best deal, we do it to 
keep the costs low. We do all that on all our buildings. 

 
2. Both stores had developed well-managed businesses. 

In NFP1 this included being very responsive to changing 
markets – such as the shifting importance of shopping 
centres in the town with other retail outlets opening, or 

31 

(Manu and Sriram 1996). 
Two groups of co-operatives (of 14 and 29 co-operatives, 

respectively) were identified in the cluster analysis based on a 
two cluster solution. Given the small group sizes, the statistical 
approach used to validate this solution was the non-parametric 
Wilcoxon test in order to detect significant differences 
between the two groups. Results are shown in table 2. 
Table 2 
Wilcoxon Test of the Range of Products and Sales in the 
Main Market by the Two Groups Identified in the Cluster 
Analysis 
 

The Wilcoxon test enables us to distinguish between two 
types of fruit and vegetable co-operatives in terms of their 
growth strategies, because significant differences exist 
between the two clusters. Cluster 1, made up of 14 
co-operatives, presents a smaller product range than cluster 
2, which comprises 29 co-operatives, and a higher sales 
percentage than that cluster in its principal market. Thus, we 
can assert that the co-operatives of cluster 1 follow a product/
market penetration strategy, and those in cluster 2 adopt a 
diversification strategy. 
 
(ii) Sources of competitive advantage 
Table 3 
Factor Analysis Results on the Variables of Competitiveness 

of the Agricultural Co-operatives 
 
Note: 1=Position compared to the competition using a scale 
ranging from 1 (much worse) to 5 (much better). 
 
To capture the sources of competitive advantage we factor 
analysed the 18 items from the questionnaire (items referred 

 Mean score  
W  p 

 Cluster 1 Cluster 2 

Range of Products 3 4.5 231.5 0.04 

% Commercialised in 
the main market 

93 47 435 0.00 
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to the position of the co-operative compared to the 
competition, using a scale ranging from 1=much worst to 
5=much better) which were related to the marketing 
competitiveness with principal component extraction, 
iterations and varimax rotation. With eigen values of 1.00 or 
higher as the criterion, we found a presence of five factors 
which explain 67.6 per cent of the variance. By using a 
criterion of factor loadings of 0.45 or higher, we selected the 
items pertaining to each factor. The results of the factor 
analysis are shown in Table 3. The statements provide 
insights into the interpretation of the factors of 
competitiveness.  

Factor 1 represents the highest percentage of the variance 
and is explained by three variables related to the distribution 
channels (partnership/co-operation, prestige and loyalty) and 
the ability of the company to react quickly to market changes, 
secure large orders and offer quality products; that is why we 

Factor (% 
of variance 
explained) 

Variables Factor 
loadings 

Mean 

Loyalty by 
ability in the 
distribution 
(35´8) 

Collaboration with the distributors 
Fidelity to the distributors 
Capacity of quick reaction to market 

changes 
Prestige among the distributors by a 

quality offer. 
Ability to attend big orders 

0.60 
0.67 

 
0.47 

 
0.77 
0.87 

3.4 
3.5 

 
3.2 

 
3.8 
3.4 

Productive 
ability (9´3) 

Coordination agricultural demand-
purchasing  

Purchasing of Auxiliary materials 
Handling equipment 
Handling Experience 

 
0.80 
0.71 
0.62 
0.60 

 
3.1 
3.3 
3.1 
3.2 

Supply 
ability (8´7) 

Capacity to change qualities and 
productions 

Logistics ability 
Product variety 
Regular supply 
Production out of season 

 
0.66 
0.57 
0.80 
0.62 
0.59 

 
2.9 
3.3 
2.9 
3.2 
2.8 

Market 
Orientation 
(7´9) 

Worry for the needs of the consumers 
Understanding of how and why the 

distributors buy 

0.80 
0.65 

3.2 
3.3 

Costs (5´9) Handling costs 
Purchasing costs 

0.9 
0.6 

3.2 
3.3 
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(closing production capability, expanding wholesaling, 
and geographic base; and investment in new 
technology). For Dairy 2: continual investment, 
including in new dairy in 1982 (only new dairy 
co-operative building in the country). Note: there are 
only 5 co-operative societies with dairies (out of 46 
societies). “It was a cash cow, but they (co-operative 
societies) didn’t invest in it … Dairy 2 has invested …” 

c) Business performance: “In percentage terms our 
bottom line is as good or better than the major 
companies like Express.” 

 
3. These factors helped develop strong customer loyalty, 

but in the case of Dairy 2, this was also due to a strong 
regional identity, and a high membership base (members 
were more loyal). Business and customer loyalty together 
helped create a loyalty/success dynamic: 

 
it is a co-operative and it is a business so the benefit 
comes to the members because it is a successful 
business. 
 

4. The business performance was further enhanced through 
economic co-operation between co-operatives to get 
economies of scale. This helped with national contracts for 
shops through CMTA (co-operative milk trade association); 
and group purchasing of packaging. 

 
5. Regarding co-operative ethos – this appeared 

unimportant for Dairy 1. While for Dairy 2 - business is a 
little removed from the co-operative, running more as a 
dairy business. Co-operative branding is only on some 
packaging. The co-op brand is slightly downplayed due to 
dominant market position - this is for two reasons: 
maintaining the previous brand where the co-operative has 
taken over a business; and supplying non-co-operative 
stores which are competing with co-operative stores. 

 
Summary 
 
The key factors in the success of both these co-operative 
divisions are: a strong local player, and well-managed 
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• Value for Money 

• Valued Customer 

• Profit Overt (ours = yours) 

• Altruism with Attitude (we care) 

• Anchor in a Chaotic World (Good Value, Good Products, 
Good Advice) 

 
Where possible the study explores the extent to which these 
different images informed successful practices. 

 
2 Findings from the Case Studies 
 
Initially the findings are reported by sector examining 
similarities and differences. 
 
2.1 Dairy produce 
 
Dairy 1 and Dairy 2 were based in regional co-operative 
societies. The dairies were involved in doorstep deliveries, 
shop deliveries, and in the case of Dairy 2 with a production 
facility. The reasons for both these cases being selected were 
exceptional business results. The factors sustaining the 
success of these co-ops are as follows:  
 
1. Both dairies were strong players in local market (well-

known name for many years, strong co-operative area). 
This position gave both economies of scale, and a 
protected market since dominant supplier position leads 
to high market entry costs; [home delivery sector in 
decline, but shop delivery on increase.]  

 
2. Both dairies had developed well-managed businesses.  

a) This included good quality service (right throughout 
various customer contact points, from call centre to 
delivery); based on training and quality approaches; 
good staff and high degree of staff stability. For Dairy 
2 “a lot of staff have been here a long time, some 
have been here 30 years.” And in addition they 
enjoyed the “informal nature of contact with seniors. 
There is a team spirit.” 

b) Investment and cost control: to improve profitability 
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call it loyalty by ability in the distribution. Factor 2 saturates in 
the variables related to production, which leads us to call it 
productive ability. The variables related to the characteristics 
of supply are addressed by Factor 3 which we will call supply 
ability. We refer to factor 4 as market orientation, which 
covers the concern of the companies for consumer needs and 
the understanding of how and why wholesalers buy. Finally, 
factor 5 is called cost because it includes the variables related 
to both supply costs and the costs of handling and 
transforming raw materials. 
 
(iii) Operational Marketing Decisions 
 
Once the marketing actions followed by the co-operatives at a 
strategic level have been analysed, we proceed to evaluate 
the actions undertaken at a tactical level, based on the 
distribution policy, method of sales and communication. 

Table 4 shows the importance of the different 
intermediaries used by the co-operatives. The results confirm 
that they use mostly the wholesaler at the point of destination 
and the industry.  

 
Table 4 
Marketing Actions Undertaken by the Co-operatives 
1 
% of the total sales in value.  

2 
Importance of the communication actions in a scale of 1 

(very low) and 5 (very high). 
 
On the other hand, concerning the methods employed in 

securing sales, we find that the most frequently used method 
is outright sales ahead of consignment or deposit. 
Furthermore, they pay more attention to the visits of the 
distributors to their companies than to advertising undertaken 
in collaboration with the distributors and generic advertising. 
They show the least interest in trade fairs. 
 
The two groups of co-operatives 
 
In this section we analyse the behaviour of the two groups of 
co-operatives identified (G1 follows a product/market 
penetration strategy and G2 follows a diversification strategy) 
in relation to the marketing decisions that they take. More 
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specifically we consider the differences concerning their 
factors of competitiveness, operational marketing decisions, 
and other characteristics of these companies. 

Again, given the small group sizes, we applied the non-

parametric Wilcoxon test (W) in order to detect significant 
differences between the two groups. Only significant results 
are shown in table 5. 

From the above data we can conclude that there are 
significant differences in the behaviour of the two groups of co
-operatives.  

The co-operatives in cluster 1, those following a product/

Actions Mean
1  Actions Mean

2 

DISTRIBUTION AGENTS 
Industry 
Commission merchants 
Second order (federal) 

co-op 
Destination wholesaler 
Retailers 
Others 
METHOD OF SALES 
Outright sales 
Consignment 
Deposit 

 
31.1 
19.7 

 
5.7 

33.1 
6.9 
3.5 

 
63.8 
36.0 
0.2 

 COMMUNI-
CATION 
ACTIVITIES 

 

   Attendance at 
Fairs 

2.6 

   Visits of the 
distributors to 
their facilities. 

3.7 

   Promotions in 
collaboration 
with the 
distributors 

3.3 

   Generic 
advertising 

3.1 

   Brand advertising 3.5 

   Company 
advertising 

3.3 
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co-operative societies surveyed (Davis and Donaldson, 2000) 
as having exceptional performance. The surveyed societies 
were asked to give reasons for their choices, and the 
suggested criteria were:  

 
a) financial evidence of growth in revenue,  
b) strong organisational values and management skills, 

and  
c) co-operative values and evidence of co-operative 

difference.  
 
Thus the reasons cover business and co-operative values; 
and preliminary evidence suggested that there was 
considerable diversity in these case studies, across the full 
spectrum of business to co-operative values. 

Two cases were identified in each co-operative retail 
sector, and both were researched to provide good 
comparative information (except for the pharmacy sector, 
where only one case was studied). These 9 case studies in 5 
retail sectors are reported on in the next section.  

In theoretical terms there are certain characteristics of 
co-operatives that give an inherent advantage (see Spear, 
2000). Thus one of the interesting dimensions of this study is 
the extent to which such co-operative advantages underlies 
success. Closely related to this is the idea that co-operative 
principles and values could, if properly operationalised within 
a business be a major source of success.  

However reviews of the literature indicate that there are 
several different sets of co-operative values that might inform 
success. For example two sets that are typical are: strongly 
espoused modern/ethical values (eg the Co-operative Bank) 
vs traditional implicit member benefit values. (Up front co-op 
values vs In your boots co-op values.) It may be that certain 
sectors would be more predisposed to one rather than the 
other as a basis for success. 

Similarly taking this line of argument further, from a 
marketing perspective (drawing on courses developed by 
Blomqvist and Spear) it has been possible to develop several 
distinct co-operative images. 
 
Co-operative Images 
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The UK retail co-operative sector has been marked by some 
interesting developments in the last 20 years. Firstly the 
Co-operative Bank rethought and modernised its co-operative 
image, branding itself as an ethical bank (see Wilkinson, A 
and Balmer, J M T 1996). Secondly, after decades of decline, 
the largest retail society Co-operative Group (formerly CWS) 
has stabilised its market share, invested in value based co-
operative training of management, seen off a hostile bid to 
privatise it, and amalgamated with the other very large society 
to form the largest society in Europe. Thirdly, led by Oxford, 
Swindon and Gloucester (a strong regional society) there has 
been a highly innovative orientation to membership and 
democracy (see Spear 2000). Fourthly the government 
commissioned a high level report on the co-operative sector, 
which has resulted in a substantial number of measures to 
strengthen the sector, including its leadership at national 
level. Thus the retail sector is currently in a better position, 
economically, democratically, ethically, and politically than it 
has been for many years. These significant features have not 
been universally adopted across the retail sector, and there is 
still considerable debate on ethical marketing, member 
benefits and democracy, as well as on economic/business 
strategies; but at least these debates are being held within 
strengthened and strengthening structures.  

Measuring success is problematic (see for example Spear 
and Voets, 1995), and in all cases the researchers have 
taken self reported success as sufficient criteria for inclusion 
in the study.  

Brazda and Schediwy, 1989, document common trends 
across European consumer co-operative movements. 
Referring to their chapter on the UK, it is interesting to note 
there has been continual decline in market share, which has 
been arrested recently to a certain extent; there is still no 
national society, but the business of Co-operative Retail 
Services (CRS) declined so drastically that it has merged with 
Co-operative Wholesale Society (CWS), that change and the 
report of the Co-operative Commission, particularly on the 
role of the Co-operative Retail Trading Group (CRTG),  
together with strengthening of regional societies offers 
interesting prospects for consumer co-operation in the UK. 

Research approach – the survey identified areas of 
co-operative business which were reported by the 
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market penetration focus mainly on the costs of the products 
sold as their factor of competitiveness in order to cope with 
their present market. In terms of their marketing actions, they 
commercialise a bigger proportion (than group 2) in the 
industry, approximately 50 per cent, but significantly less 
through the commisionists, co-operatives of second order and 
wholesaler at the point of destination. The method of sales is 
largely outright sales and, in general, they make a lesser use 
of the communication marketing activities  

On the other hand, co-operatives in cluster 2, which adopt 
a diversification strategy, base their competitiveness in 
productive and supply abilities that allow them to enlarge their 
product portfolio. Furthermore, instead of concentrating in 
industry to distribute their products, they use commisionists, 
second order co-operatives and wholesalers at the point of 
destination which improve their possibilities of accessing new 
markets. And additionally, in order to ease that access to new 
markets they promote the visits of their distributors to their 
facilities, and use generic and brand advertising extensively. 
Table 5 
Factors of Competitiveness and Operational Marketing 
Decisions of the Two Groups of Co-operatives 
 
Having identified the differences in marketing behaviour of the 
co-operatives, we can describe them according to the 
dimensions laid out before as a sample profile. Again, as we 
have quantitative variables that characterise two small sub-
samples, we use the non-parametric Wilcoxon test to detect 
the characteristics that differ significantly between the two 
groups. The results are shown in table 6. 
Table 6 
Profile of the Two Groups of Co-operatives 
 
Based on the information in table 7 we can get a better 
understanding of the two groups of co-operatives. Cluster 1 
co-operatives, which follow a product/market penetration 
strategy and sell their products mainly in industrial markets 
are younger companies with smaller dimensions (both in 
terms of sales and permanent employees) compared to 
cluster 2.  

On the other hand, those co-operatives that form the 
cluster 2 and adopt a diversification strategy have a more 
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intense activity because their partners demonstrate a higher 
level of professionalism (higher percentage of members 
exclusively dedicated to the agricultural sector) and tend to 
farm larger areas than those in cluster 1. The higher level of 
professionalism is given both to a higher number of 

permanent employees and a higher percentage of partners 
exclusively dedicated to the agricultural sector, while the 
farming of larger areas is associated with a higher turnover 
per partner. 

Behavioural aspects  
Mean score  

P W  
Cluster 1 Cluster 2 

Productive ability  -0.5 .2 214 0.03 

Supply ability -0.3 0.2 240 0.09 

Costs 0.4 -0.2 507 0.09 

Industry 48.6 22.8 562 0.05 

Commission 16.8 21.1 244 0.09 

Co-operative of 
second degree 

1.1 7.9 240.5 0.04 

Wholesaler at destiny 18.9 39.9 228.5 0.03 

Outright sales 84 54.1 502 0.00 

Consignment 16 45.6 173 0.00 

Visits of the 
distributors to the 
facilities 

3.4 3.9 247 0.09 

Generic advertising 2.6 3.4 240 0.07 

Brand advertising 3 3.7 251 0.09 
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Success in Retail Co-ops 
 

Roger Spear, Mike Aiken, and Terry Newholm 
 

This paper is based on work carried out as part of a Society for 
Co-operative Studies research project on the co-operative 
advantage in the British consumer co-operative movement. This 
collaborative project was carried out by researchers from 3 
academic institutions: CRU at Open University (leading the 
project), Leicester University Management School, and the UK’s 
Co-operative College (see the four papers in Journal of 
Co-operative Studies Vol 33 No 2, 2000). LUMC in a team led by 
Dr Peter Davis carried out the first major survey of consumer 
co-operatives for many years; it achieved responses from 16 
co-operative societies contributing 80 per cent of co-operative 
sector turnover. CRU carried out case studies on good practice 
examining member/community relations (reported in Spear  
2000), as well as success in different segments of the retail 
co-operative sector. These latter cases were based on findings 
from the LUMC survey, where co-operative societies were asked 
to identify parts of their co-operative business with exceptional 
results. There are about 46 consumer retail societies in the UK, 
but the sector is dominated by about a dozen large regional 
societies and one national society. Most of the cases are drawn 
from large regional societies, with one example from the national 
society (but further research is due to be done on other 
co-operative retail sectors, and these include more examples 
from the national society). This paper reports on a comparative 
analysis of case studies in the following sectors:  
 

Dairy produce 
Non-food produce 
Travel 
Funeral Services 
Pharmacies. 

 

The research is based on interviews with managers of these 
business areas within the different co-operative societies. This 
paper examines the nature of ‘success’, and the basis for 
success in these co-operative sectors. Through comparative 
analysis, it attempts to identify common features in the patterns 
of factors leading to ‘success’, as well as significant differences.  

 
1. Introduction 
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Performance of the co-operatives 

After describing the behaviour of the agricultural 
co-operatives, it is interesting to know what is the 
performance of such behaviour. The objective of this section 
is to determine whether the co-operative performance is 
related to the marketing strategy and operational decisions. 

Identifying the performance of each group of co-operatives 
previously described, may help to determine whether 
co-operatives should emphasise one or other strategy and its 
associated operational decisions. 

The lack of accepted measures of co-operative 
performance is a result of an objective function of 
co-operatives much less clearly defined than investor-owned 
firms. The reason is that co-operatives exist in order to 
provide a service to their members and the benefits of the 
co-operative form of organisation are not restricted to earning 
a return on investment (Lerman and Parliament 1991). By 
adopting different measures of business performance we can 
overcome this difficulty. 

Two measures of performance were available through the 
data obtained from their annual reports: efficiency (Sales/
Total assets) and profitability (Profit before tax/Total assets). 
The relevance of these ratios that combine accounting and 
market performance, and their relationship with firm strategy 
has been shown by the literature (Lerman and Parliament 

Mean score 
W P Characteristics 

Cluster 1 Cluster 2 

Age (years) 8 11 242 0.08 

Sales (Millions of pesetas) 225.9 1140.7 176 0.00 

Number of permanent 
employees 

2.6 9.6 187 0.00 

Average turnover per 
partner (Millions of 
pesetas) 

1.6 11.3 180.5 0.00 

% of partners exclusively 
dedicated to the 
agricultural sector 

16.5 48.3 211.5 0.01 
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1991; Hind 1994). 
The financial ratios of all the co-operatives were calculated 

from their annual reports during years 1993 and 1994. The 
mean for these two years was chosen as the descriptive 
statistic to account for a better representation of the 
co-operative, given that it is less affected by particular 
situations that could affect its activity during one of those two 
years. 

Table 7 
Performance of the Two Groups of Co-operatives 

Results based on the Wilcoxon test (cf Table 7) show that the 
two groups of co-operatives differ significantly in efficiency but 
not in profitability. Thus, those co-operatives that follow a 
diversification strategy, basing their competitiveness in 
productive and supply abilities and their sales in 
commisionists, second order co-operatives and wholesalers 
at the point of destination are more efficient (selling more per 
unit of investment). 

And the opposite happens to the other group of 
co-operatives whose strategy is based on diversification. 
Their lower efficiency is related to a large product portfolio 
(the base of their strategy) distributed by different 
intermediaries (commisionists, second degree co-operatives 
and wholesalers at the point of destination) and using more  
generic and brand advertising than cluster 1. 

Concerning profitability, the finding of no significant 
differences is also accompanied by very low levels of return 
on investments. Nonetheless, a certain tendency can be 
observed in the data associating a higher profitability with a 
higher efficiency. 

Conclusions 

Traditionally, marketing activity has not been considered a 
relevant aspect in the management of agricultural 
co-operatives, neither from a theoretical nor from an empirical 
perspective. Nonetheless, the relevance of marketing in these 
co-operatives comes, first of all, because they act as 
business organisations, and second because fruit and 
vegetable co-operatives need this activity in order to reach 
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the consumers in the present competitive markets. 
In our study we have found two types of fruit and vegetable 

co-operatives clearly identifiable in terms of their development 
strategy. The first group is made up of companies that have 
adopted a strategy of product/market product development, 
and the other group is made up of co-operatives that have 
followed a diversification strategy. 

As regards the marketing behaviour and characteristics of 
these co-operatives, different patterns are associated with 
each of the two groups previously mentioned. Firstly, the 
co-operatives that have more experience, resources and 
skills follow a diversification strategy based on their higher 
potential to implement marketing activities. These activities 
consist of a more intensive advertising and the distribution 
through different intermediaries in order to maximise their 
potential to reach different markets. Secondly, the other group 
of co-operatives, due to their lower resources and skills prefer 
to supply raw materials to the industry and compete on 
prices, assuring their sales through the outright method. 

Furthermore, a clear relationship exists between the 
marketing strategy followed by the co-operatives and their 
performance. The diversification strategy is associated with a 
higher efficiency, obtaining bigger sales per asset as a result 
of implementing marketing activities addressed to the last 
stages of the distribution channel and the consumer. 

Nevertheless, a lack of relationship appears when 
considering profitability and marketing strategy. Therefore, 
although large co-operatives with a diversification strategy are 
more efficient, this emphasis on growth may not always 
produce beneficial results in terms of profits. In essence, this 
result confirms that the co-operative's primary objective is that 
of the welfare of its members, rather than one of long term 
profit maximisation as in non-co-operative businesses. As 
Hendrikse (Hendrikse 1998) points out, co-operatives fail in 
their ability to retain capital that has been earned because the 

Performance measures W P 
Mean score 

Cluster 1 Cluster 2 

Efficiency 1.6 3.1 92 0.02 

Profitability 0.009 0.019 166 0.44 
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farmer prefers having that money to buy another piece of land 
or plant another orchard. Short-term and individual interests 
dominate the long-term and collective interests of the farmers. 

From the conclusions, some useful recommendations for 
the business administration of the fruit and vegetable 
co-operatives can be outlined. Firstly, the co-operatives need 
to increase in size and improve both the resources and the 
skills which would allow them to obtain higher efficiency. 
Particular attention should be devoted to gain competitive 
advantages related to marketing. They need to offer a 
differentiated package to clients and respond to customer 
demands through greater collaboration, wider product range 
and improved regularity of supplying produce out of season. 
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Sociology and Political Agriculture at the Department of 
Management and Marketing, Superior Technical School 
of Agricultural Engineering, Polytechnic University of 
Cartagena, Spain. Salvador Ruiz is Associate Professor 
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Note 

1 The MERCAS network is made up of food centres located in 
big cities and founded by MERCASA (an association controlled 
by the central government, local authority and private sectors) 
with the joint objectives of promoting, building and exploiting 
the central wholesale markets for food products in Spain. 
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the consumers in the present competitive markets. 
In our study we have found two types of fruit and vegetable 

co-operatives clearly identifiable in terms of their development 
strategy. The first group is made up of companies that have 
adopted a strategy of product/market product development, 
and the other group is made up of co-operatives that have 
followed a diversification strategy. 

As regards the marketing behaviour and characteristics of 
these co-operatives, different patterns are associated with 
each of the two groups previously mentioned. Firstly, the 
co-operatives that have more experience, resources and 
skills follow a diversification strategy based on their higher 
potential to implement marketing activities. These activities 
consist of a more intensive advertising and the distribution 
through different intermediaries in order to maximise their 
potential to reach different markets. Secondly, the other group 
of co-operatives, due to their lower resources and skills prefer 
to supply raw materials to the industry and compete on 
prices, assuring their sales through the outright method. 

Furthermore, a clear relationship exists between the 
marketing strategy followed by the co-operatives and their 
performance. The diversification strategy is associated with a 
higher efficiency, obtaining bigger sales per asset as a result 
of implementing marketing activities addressed to the last 
stages of the distribution channel and the consumer. 

Nevertheless, a lack of relationship appears when 
considering profitability and marketing strategy. Therefore, 
although large co-operatives with a diversification strategy are 
more efficient, this emphasis on growth may not always 
produce beneficial results in terms of profits. In essence, this 
result confirms that the co-operative's primary objective is that 
of the welfare of its members, rather than one of long term 
profit maximisation as in non-co-operative businesses. As 
Hendrikse (Hendrikse 1998) points out, co-operatives fail in 
their ability to retain capital that has been earned because the 

Performance measures  W P 
Mean score  

Cluster 1 Cluster 2 

Efficiency 1.6 3.1 92 0.02 

Profitability 0.009 0.019 166 0.44 
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1991; Hind 1994). 
The financial ratios of all the co-operatives were calculated 

from their annual reports during years 1993 and 1994. The 
mean for these two years was chosen as the descriptive 
statistic to account for a better representation of the 
co-operative, given that it is less affected by particular 
situations that could affect its activity during one of those two 
years. 

Table 7 
Performance of the Two Groups of Co-operatives 

Results based on the Wilcoxon test (cf Table 7) show that the 
two groups of co-operatives differ significantly in efficiency but 
not in profitability. Thus, those co-operatives that follow a 
diversification strategy, basing their competitiveness in
productive and supply abilities and their sales in 
commisionists, second order co-operatives and wholesalers
at the point of destination are more efficient (selling more per 
unit of investment).

And the opposite happens to the other group of 
co-operatives whose strategy is based on diversification. 
Their lower efficiency is related to a large product portfolio 
(the base of their strategy) distributed by different 
intermediaries (commisionists, second degree co-operatives 
and wholesalers at the point of destination) and using more  
generic and brand advertising than cluster 1. 

Concerning profitability, the finding of no significant 
differences is also accompanied by very low levels of return 
on investments. Nonetheless, a certain tendency can be 
observed in the data associating a higher profitability with a 
higher efficiency. 

Conclusions 

Traditionally, marketing activity has not been considered a 
relevant aspect in the management of agricultural
co-operatives, neither from a theoretical nor from an empirical 
perspective. Nonetheless, the relevance of marketing in these 
co-operatives comes, first of all, because they act as 
business organisations, and second because fruit and 
vegetable co-operatives need this activity in order to reach 
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