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ABSTRACT

A reviving and growing co-operative movement across the globe is attracting greater
attention, leading to recognition of the important role that it can play in reducing
poverty from actors such as national governments and development partners. However,
the history of co-operative development in many developing countries has shown us the
risks of such attention on the co-operative model, where external stakeholders direct the
objectives and activities of co-operatives. This research extends understanding of co-
operative governance, and discusses how it can be used to safeguard the co-operative
form. It does this to show how member control and decision-making can remain central

within a revived co-operative movement and contribute to reducing poverty.

I develop a conceptual framework through ‘pathways’ that extend existing co-operative
governance concepts and theories to the African context. The pathways show how a
balance in different governance areas can combine to influence the way a co-operative
operates, and the impact that this can have on poverty at the village and household
levels. 1 operationalise the pathways through two case study co-operatives in rural
Kenya, with contrasting governance characteristics. Using a qualitative research
approach with participatory methods, I compare the balance in the two co-operatives’
different governance areas, tracing their direct and indirect links to poverty outcomes in
two case study villages (where each of the co-operatives have a large number of

members), as well as in member and non-member households.

The research shows that a balance in the relationships between internal and external
stakeholders, as well as strong member participation and loyalty to the co-operative, can
combine to allow a balance in the economic and social outcomes of co-operatives -
essential to reducing poverty in communities and households. Striving towards this

balance in co-operative governance is crucial to maximising impact on poverty.
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CHAPTER 1
INTRODUCTION
1.1 INTRODUCTION

In recent years co-operatives have been attracting renewed interest from different
quarters. Firstly as an organisational form that was reviving and growing across the
world (Develtere et al., 2008). Secondly as a ‘resilient’ economic form, which
weathered the global economic downturn in 2008 (Birchall and Ketilson, 2009; United
Nations, 2009). Then in the UK as the organisational form facing governance problems,
as depicted in sensational news reports of the Co-operative Group (Farrell, 2014).
However, most people will not know what a co-operative is. Others will accuse them of
many things: of being bureaucratic and overly complex, of being agents of government
or of development, of benefitting only a privileged few (Miller, 1981; Youngjohns,
1980). So why should we be interested in this form? The answer lies in how others see
co-operatives: as member-owned enterprises that combine social goals with the
economic to offer a ‘third” way of doing business (Birchall, 1996; Spear, 2010), and a
form that can play an important role in tackling poverty (DFID, 2009).

This research uncovers the form found at the heart of this unique model. It puts forward
a conceptual framework that unpacks governance relationships and processes to
understand how co-operatives can overcome some of the challenges they have faced
over the years, particularly in developing countries. This includes retaining owner-
member control, inclusive member participation and an identity based on a set of values
and principles (Novkovic, 2008). It uses the conceptual framework to examine how co-
operatives can take advantage of emerging opportunities to reduce poverty within the

membership as well as in the wider community.

The empirical research for this PhD project was undertaken in Kenya, which has a co-
operative movement that is growing and thriving in a number of different sectors. The
Kenyan movement is also characterised by increasing autonomy from government,
allowing the research to explore governance challenges around member control and
participation, as well as around developing a co-operative identity. As in many other

countries throughout Africa, Kenya also has high levels of poverty and is unlikely to
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meet the Millennium Development Goal (MDG)' of halving poverty by 2015. This
thesis makes important contributions to both the co-operative and poverty reduction
literature, with few other comparable studies looking at the impact on poverty by a co-

operative, either in a village or in households (c.f. Calkins and Ngo, 2005; Vicari,

2011).

I begin here in section 1.2 by discussing the problem areas on which the research
centres, approaching them from both the co-operative side of the debate as well as the
poverty and development side. In section 1.3, I discuss the focus of the research and
how this addresses the research problems identified. I end in section 1.4 by outlining the

structure of the thesis, and what I will cover in each chapter.

1.2 RESEARCH PROBLEMS: PRESERVING THE CO-OPERATIVE
IDENTITY AND REACHING POVERTY TARGETS

1.2.1 Preserving and understanding the advantages of the co-operative form

Co-operatives have often had a tumultuous history in developing countries. This began
in some with a top-down introduction by governments following colonisation, with
close public sector control and oversight to facilitate trade to Europe (Satgar and
Williams, 2008). This often continued through independence, followed by a sudden
severing during economic liberalisation, with co-operatives losing their privileged
position in government (Birchall and Simmons, 2007). In this context co-operatives in
many developing countries were ill-equipped to govern themselves, with members
unable to immediately assume control. Reports of widespread corruption and
mismanagement within co-operatives soon emerged (Develtere et al., 2008). However,
some did survive and even thrive. Case study research in Uganda by Kwapong and
Korugyendo (2010a) linked post-liberalisation success stories to areas such as strong
co-operative leadership that helped to build partnerships with external investors and
government, as well as retaining an active membership base. They conclude that
continued development of the co-operative sector requires a focus on building good

leadership and governance.

' The MDGs consist of eight goals that were agreed in 2000 by all of the 189 UN member states to reduce
poverty by 2015 (United Nations, 2011)
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Today there are close to one billion co-operative members around the world (ICA,
undated-d, accessed 25 November 2014), amounting to one in seven of the world’s
population. When small children are taken out of the population figure, the numbers tell
an even more impressive story. In some countries, such as Canada or Norway, as many
as one in three people are members of a co-operative (ICA, undated-b). Co-operatives
also play an important role in the economies of many countries, with the livelihoods of
an estimated 3 billion people (almost half the world’s population) made secure by co-
operative enterprises (UK Co-operative College, 2010; ILO and ICA, 2014). In Kenya
for example, co-operatives account for 45% of GDP, and 31% of national savings and

deposits (Wanyama, 2009).

I discuss this revival in Chapter 2, and how it has attracted a renewed interest in co-
operatives, including by governments and development partners”. This interest comes
with opportunities for co-operatives and their members, but also places them on familiar
and dangerous ground with risks of co-operatives once again being governed and
controlled by external stakeholders. The importance of preserving their identity and
governance model is discussed in the literature (Novkovic, 2008). However, there is a
gap in knowledge on how this can be done as co-operatives emerge onto the scene in

greater numbers and attract wide attention from external players.

Co-operatives are also being recognised as having a role to play in reducing poverty
(Birchall and Simmons, 2007; DFID, 2009; ILO and ICA, 2014). These studies often
refer to the potential of co-operatives in this area, drawing on the advantages of their
organisational form. Although there are no large scale studies, some discuss evidence
on increased incomes or contributions in other ways that have helped to improve living
conditions in countries, communities or households (Chambo et al., 2009; Develtere et
al., 2008). These studies also discuss the different advantages co-operatives have used
to impact these areas, such as their member-user status where the owner-members are
also users of their services, providing co-operatives with a guaranteed market (Mooney,
2004), or the advantages of the co-operative federating structure (Simmons and
Birchall, 2008). However, there is less understanding of why some co-operatives are

able to reduce poverty whilst others do not, or indeed why some reduce poverty more

* I use this term in a descriptive way to mean agencies engaged in development work, such as NGOs and
multilateral organisations
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than others. Even within the same co-operative sector and in the same location, why

might some co-operatives perform better than others in this regard?

Other authors argue that co-operatives are not designed to reduce poverty and are
instead there to meet member needs (Miinkner, 2012), which may be focussed on
wealth creation (Pollet and Develtere, 2005). Indeed their identity as business
enterprises (ICA, undated-a) supports this perspective. Is the debate on co-operatives
and poverty reduction, therefore, even relevant? Can they still impact this area without

any specific intentions in it?

This research will address these gaps in knowledge and provide insights into how, even
without an explicit intention in this area, co-operatives’ multiple activities around
meeting different member needs can reduce poverty. The research also explores how
co-operatives can be supported to more effectively do this (either internally through
their own structures and processes, or externally by others) in the households and

communities where they operate.

1.2.2 Meeting poverty reduction targets and bringing people into development

processes

Much progress has been made towards the MDGs but, as we approach the end of its
target period of 2015, many remain unreached — particularly in Sub-Saharan Africa. The
target of halving poverty will not be achieved in the region, with 48% of people in Sub-
Saharan Africa still living in extreme poverty in 2010; the target was to reduce this from
56% in 1990 to 28% by 2015 (United Nations, 2013). The target of halving hunger will
also not be achieved in the region, with 27% of people still hungry by 2012. The target
was to reduce this from 32% in 1990 to 16% by 2015 (United Nations, 2013).

This has highlighted the need to do things differently, and paved the way to a discussion
on a sustainable development agenda post-2015. This agenda calls for transformative
shifts in important development areas to create a better world in the decades ahead. The
message at the core of this outlook is sustainability: mobilising social, economic and
environmental action together to eradicate poverty irreversibly (United Nations, 2013).
It emphasises the need to end extreme poverty, leaving no one behind. It also calls for
inclusive growth, with diversified economies and equal opportunities for people (United

Nations, 2013).
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This altered approach to development emphasises the important role that co-operatives
can play in reducing poverty, given their widespread membership and impact on
livelihoods (see section 1.2.1). As businesses owned by their members, co-operatives
can promote areas that are important to them. This provides an alternative enterprise
model that can include a focus on job security and improved working conditions, or
enhanced incomes through profit sharing and distribution of dividends (ILO and ICA,
2014). As democratic member-owned and controlled enterprises co-operatives can also
help bring people into development processes, allowing them to be involved in

decisions that affect their economic as well as social lives.

Despite the role that co-operatives might be able to play in this emerging development
agenda, external stakeholders (including development partners) can undermine the way
they operate as member-owned enterprises. How can co-operatives manage these
relationships to take advantage of the new development environment to help reduce

poverty?
1.3 RESEARCH FOCUS

This research addresses the problem areas in a number of different ways, including at
the conceptual level as well as operationalising the concepts and theories through case
study research. In this section I discuss the research questions that guide this study,
unpacking them to show how they allow exploration of the research problems. I also
briefly outline the conceptual framework that underpins the research, linking it to the
research questions. I then discuss the empirical study, providing an insight into how the
conceptual framework was utilised. Finally I encapsulate here the different ways in
which the research has furthered understanding at both a theoretical level, and in

practice.
1.3.1 Research questions
The research focuses on the following questions:

Primary question:

In what ways does co-operative governance impact poverty?
Secondary questions:

1) How do the different components of co-operative governance influence
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performance?

2) In what ways does co-operative performance impact poverty at the village and

member/non-member household levels?

The primary question is a general overarching query on the link between co-operative
governance and poverty reduction. It deepens current discussions on the links between
co-operatives and poverty reduction (Birchall and Simmons, 2007; Gertler, 2004; Zeuli
et al., 2004) through a focus on understanding how co-operative governance impacts the
ways in which, and the extent to which, co-operatives are able to reduce poverty. This
question is posed at a theoretical and conceptual level, to pull out an understanding that

can be adapted and applied to a wide range of contexts.

Secondary research question 1 requires the unpacking of co-operative governance. This
firstly involves establishing an understanding of the different components of
governance. It also involves distinguishing co-operative ‘performance’ from that of
investor owned firms, which might focus on profit maximisation rather than wider
benefits to members, their families and communities (Soboh et al., 2012). This then
paves the way for each governance component to be examined for either a direct or

indirect link to different co-operative performance areas or activities.

Secondary research question 2 allows an exploration of how the different co-operative
performance areas then reduce (or do not reduce) poverty at both the village and
member/non-member household levels, as well as the extent to which they are able to
do this. Establishing an understanding of ‘village’ and ‘household’ as well as ‘poverty’
are important to addressing this question. A focus on both the village and member/non-
member household levels allows exploration of the impact of co-operative governance
on poverty in the wider locale where co-operatives operate, as well as a comparison of
specific membership advantages or disadvantages for households. The way the village

and household levels might influence each other is also explored through this question.
1.3.2 Conceptual framework

The conceptual framework in this research, discussed in Chapter 3, explores the
research problems and questions by examining co-operative identity and its link to the

way co-operatives are governed (Novkovic, 2008). This takes us to the relationships
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that co-operatives have with different stakeholders, both internal and external to the
organisation (Cornforth, 2004). This includes internal members, board directors and
staff, as well as external stakeholders such as government representatives or
development partners. Key to the conceptual framing is the concept of balance, and how
competing priorities and interests of different stakeholders (Spear, 2004) can be
managed to retain member control, whilst drawing in important external resources. The
concept of balance adds a new approach to the co-operative governance literature,
showing that competing governance theories do not have to be mutually exclusive, but
can combine to create governance relationships that are more supportive for the co-

operative.

The framework also explores the concept of member loyalty and what this means for
entry to and exit from co-operatives (Hirschman, 1970). It adds to these concepts by
identifying member dissatisfaction as the opposite extreme to loyalty, and dissecting the
latter through Jussila et al’s (2012) concept of member commitment. This shows that
co-operative governance is not just strengthened or weakened by members entering or
exiting, but extends these notions to include varying degrees of participation or

withdrawal in the co-operative’s different areas of operation.

The conceptual framework allows exploration of how the balance in co-operative
relationships and member participation/withdrawal influences the extent to which co-
operatives are able to balance economic and social outcomes in their different areas of
activity. This adds to literature on the importance of a balance in social and economic
goals (Novkovic, 2013b; Spear et al., 2009) with an understanding of how governance
affects social and economic outcomes of co-operatives, as well as how a balance

between the outcomes can be maintained.

These three governance components (co-operative relationships, member
participation/withdrawal and co-operative activities) are brought together into pathways
from co-operative governance to poverty reduction (see figure 3.4). These pathways
allow exploration of how different governance components can combine to influence
overall co-operative performance. Even where co-operatives do not have an explicit
intention to reduce poverty, they show how this performance can impact poverty in both
villages and member/non-member households. The pathways (which depict the

conceptual framework for this research) further understanding of how, in an

Chapter 1: Introduction



environment with various internal and external pressures, a balance in co-operative
governance relationships and processes can help to preserve an identity of autonomous
member-owned and controlled democratic enterprises with economic as well as social
values. The pathways also show how, in preserving this identity, co-operatives are more
likely to reduce poverty in communities and member/non-member households in their

areas of operation.

The conceptual framework was developed in an iterative way. This allowed it to take
shape gradually throughout the different stages of the research, informed by the
literature review as well as the empirical findings and analysis. The research also
identified potential evidence of social capital, and its importance in understanding the
impact of co-operative governance on poverty. This area only emerged through my
analysis of empirical findings, which did not explicitly explore this concept. I therefore

identify social capital as an area for further conceptual development.
1.3.3 Empirical study

The conceptual framework is operationalised through the analysis and discussion of
primary data in Chapters 6, 7 and 8. The empirical study was undertaken in Kenya in
2012 with two case study co-operatives working in the same sub-sector (dairy farming)
and in the same district, but showing contrasting governance characteristics. One co-
operative had a stable governance system and the other faced a number of governance
challenges. Neither co-operative had any specific objectives in poverty reduction, with
their five year strategic plans focussing on being lead processors and marketers of dairy
products. The co-operatives are analysed using the conceptual framework to understand
the balance in their different governance components and the links to performance in
their different areas of activity. The impact of this performance on poverty is then
explored in two case study villages, where each of the case study co-operatives has a

large number of members.

This was a qualitative in-depth study that focused on understanding the perspectives of
research participants, using a wide range of participatory methods as well as semi-
structured interviews. It was largely carried out at the local level with both co-operative
members and non-members in the two case study villages and others within their

household, as well as with staff and directors of the two co-operatives. Other local and
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national level actors were also interviewed to understand the wider context within

which the two co-operatives operated.
1.3.4 Contributions to knowledge

The research contributes to both theoretical knowledge as well as development practice.

In the former area it does this in four specific ways, by expanding understanding of:

1) The existence of an institution of co-operation (much like the institution of marriage
or education) that embodies important social norms and values within society (Hannan,
2014b). This allows co-operation to be recognised as a set of beliefs and ideologies
beyond the co-operative economic form, which is capable of bringing people together to

take ownership of areas that affect their lives and to direct them.

i1) Governance theories for the African co-operative context (Hannan, 2014a; Hannan
2014b). Much of the thinking on co-operative governance has been documented in
developed countries to explain the context there. I adapt these theories to make them
more relevant for meeting the challenges facing co-operative governance in many

African countries.

ii1) The link between co-operative governance and poverty reduction (Hannan, 2014a;
Hannan 2014b). Recent research has emerged on the potential of co-operatives to
reduce poverty, and the extent to which they do this in some co-operative sectors and in
some countries. I look specifically at co-operative governance relationships and
processes to explain sow they are able to reduce poverty even without any specific

intentions in this area, and why some might be better at it than others.

iv) Dynamic processes of entry to and exit from co-operatives (Hannan, 2014b). I
expand notions of members entering or exiting a co-operative into dynamic processes
suggesting varying degrees of activity and inactivity within the membership. This
extends understanding from how members entering or exiting a co-operative might
strengthen or weaken it, to how member participation or withdrawal from the co-
operative’s different areas of activity might strengthen or weaken its governance and

affect overall performance.

In the area of how the research has contributed to development practice, I show that it

has helped to expand understanding in three specific ways:
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1) As co-operatives struggle to establish autonomy and member control, I show how
they can use their governance relationships and processes to secure support from

external stakeholders without undermining these fundamental areas to their identity.

i) Research has shown the importance of local institutions (including co-operatives) in
embedding sustained long-term action capable of improving people’s lives (Korten,
1980). 1 show how valuing the long-term relationship that co-operatives have with
members and communities is fundamental to their impact on poverty. This relationship
allows co-operatives to foster understanding of the needs of members and their
communities. I discuss the different ways in which farmer co-operatives are able to do

this, as well as put in place measures to meet them.

iii)) Research with co-operatives has largely focussed on quantitative and economic
approaches (Gomez, 2006; Boyle, 2004). I add to the limited literature on qualitative
research with co-operatives (Borda-Rodriguez and Vicari, 2014; Hartley, 2014),
showing innovative use of a wide range of participatory methods to understand the links
between co-operative performance and poverty reduction (Hannan, forthcoming). This

includes research with participants at the co-operative, village and household levels.
14 THESIS STRUCTURE

Four clear sections to the thesis can be identified: Chapters 2 and 3 review the literature
and discuss the conceptual framework. They establish markers for the research, which
guide it through subsequent chapters. Chapters 4 and 5 present the methodology and
methods that capture how the research is put into action, as well as providing the
background to the research location. Chapters 6, 7 and 8 are the core findings chapters,
which discuss evidence from the empirical study. Chapter 9 draws together conclusions
from this study, and points to areas for further research. I outline below the purpose of

each chapter, and the discussions they contain.

Chapter 2 presents Part I of the literature review, which explores co-operatives and
poverty reduction. This begins by discussing co-operatives and their unique identity. I
then look at how co-operatives emerged in developing countries, and what this meant
for the way they developed there over the years. I use these discussions to pull out
challenges that co-operatives have faced throughout their history, particularly in Africa.

I then turn to a discussion of poverty, conceptualising this as a dynamic and
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multidimensional process. I bring these discussions on co-operatives and poverty
together, locating them within the people-centred development approach. I show how
recognising this positioning is fundamental to understanding how co-operatives reduce

poverty.

Chapter 3 presents Part II of the literature review, and focuses on understanding the
links specifically between the governance of co-operatives and poverty. I discuss three
different components of co-operative governance (co-operative relationships, member
participation/withdrawal, co-operative activities), and propose the notion of balance in
some of these areas to address challenges that co-operative governance faces in Africa
(drawn from the general challenges discussed in Chapter 2). I explore how this balance
can impact poverty at the village and member/non-member household levels. This
chapter builds up a conceptual framework for this research, and presents pathways from
co-operative governance to poverty reduction. The pathways uncover how the different
components of co-operative governance can influence performance, with this chapter

important in addressing secondary research question 1.

Chapter 4 presents the methodology and methods used in this research, highlighting the
importance of a social constructivist approach, which explores how people perceive
their reality. In the latter part of this chapter I present the methods used in the empirical
study. This includes a discussion of semi-structured interviews, as well as each of the

eight different participatory methods at the village level, and five at the household level.

Chapter 5 provides a background to Kenya, focussing on how co-operatives have
developed there over the years. It traces this (from the early period, through to British
colonial rule, then to an independent Kenya) to understand how this history has affected
the contemporary co-operative movement. The latter part of this chapter looks more
specifically at the co-operative dairy sector in Kenya, then at the study location within
the Ukambani area in eastern Kenya. In these sections I discuss the specific challenges

that co-operatives and the dairy farming sub-sector face in Kenya.

Chapter 6 is the first of the findings chapters, and maps the governance relationships
and processes of the two case study co-operatives onto the pathways from co-operative
governance to poverty reduction (presented in Chapter 3). It explains how history has
affected the governance of the two co-operatives. I then compare the governance

balance of the two co-operatives, and discuss how this has influenced their performance
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in four key areas of activity: 1) training; ii) farm inputs and services; iii) milk income
and dividends; iv) other capital support. This chapter provides empirical evidence,
which builds on the earlier conceptual discussion of how different components of co-

operative governance influence performance.

Chapter 7 argues that Co-operative A reduced poverty in Village A in a number of
different areas, more than Co-operative B in Village B, through a balance in its
governance relationships. The chapter begins by establishing an understanding of
poverty from the perspective of the research participants in the two case study villages,
and identifying eight areas that they prioritised as important to improving living
conditions (such as access to water and food). It then compares how the performance of
the two case study co-operatives (as discussed in the previous chapter) impacted these
eight areas in the two villages and member/non-member households, drawing out the
importance of a cash income in accessing many of the priority areas. The chapter (along
with the following one) addresses secondary research question 2 on how co-operative

performance impacts poverty at the village and member/non-member household levels.

Chapter 8 is the last of the three findings chapters, and focuses largely on dairy farming.
It argues that through a balance in governance both co-operatives were able to change
dairy farming practices in member households to improve milk productivity and income
more than in non-member households. Co-operative A was able to do this better in
Village A than Co-operative B in Village B. The chapter also examines the extent to
which milk income impacted the eight priority areas. It also discusses the extent to
which the case study co-operatives support members with cash from other sources, as
well as the impact of cash from the case study co-operatives at the wider village level.
This chapter also looks at entry to the case study co-operatives, and identifies barriers to

new member entry in both villages.

The final chapter (Chapter 9) concludes by drawing together the key research findings,
and examining how they have addressed the challenges discussed in previous chapters
(particularly regarding co-operative governance). In so doing it shows that the balance
in Co-operative A’s governance relationships and processes allowed it to reduce poverty
more effectively in Village A, than Co-operative B in Village B. The chapter also
addresses the primary research question on how co-operative governance impacts

poverty more broadly beyond the Kenya context, by highlighting contributions to both
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theory and development practice (as summarised in section 1.3). This chapter also
reflects on the research process, including the importance of support from partners in
the co-operative movement at both an international level as well as in Kenya. It also
discusses the significance of the small household sample size, which allowed in-depth
exploration of relationships, activities and participation, as well as the importance of the
social constructivist approach in guiding the research. The chapter ends by
recommending areas for future research that would provide important insights on how
the pathways from co-operative governance to poverty reduction might be used and

developed further.
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CHAPTER 2
CO-OPERATIVES AND POVERTY REDUCTION
2.1 INTRODUCTION

Co-operatives have evolved over time, changing and adapting to major historical
developments into a currently thriving global co-operative movement. By tracing their
development in this chapter I show that they are a unique form, and one that continues
to face challenges going into the future. Acknowledging the existence of this co-
operative form, and any advantages or disadvantages it might bring, is the first step to
ensuring an enabling environment capable of nurturing further development of the

sector and its contribution to poverty reduction.

A discussion of the relevant literature in this thesis is divided into two parts. In the first
part (in this chapter) I focus on a general discussion of the literature on co-operative
identity and on the conceptualisation of poverty. I also discuss the place of co-
operatives within the poverty discourse, looking at the different ways in which they can
impact poverty. In the second part (in the next chapter) I unpack co-operative
governance and how it might help to address the challenges that co-operatives face in
reducing poverty. These two parts of the literature review help to develop a conceptual

framework to understand how co-operatives can reduce poverty more effectively.

I begin here in section 2.2 by discussing how the institution of co-operation has
developed over time. In section 2.3 I discuss the co-operative identity, and how it has
evolved to its current form. In section 2.4 I explore the different ways of
conceptualising and approaching poverty. In section 2.5 I discuss where co-operatives
sit within the poverty discourse, examining evidence from the literature on their role in
reducing poverty. In section 2.6 I conclude on where the co-operative movement has

now arrived, and what might lie ahead.
2.2 THE INSTITUTION OF CO-OPERATION

The concept of co-operation has existed within society since ancient times (Chambo and
Diyamett, 2011). Informal group formations such as within tribes, families and

neighbours were perhaps amongst the first forms of co-operation. Claims on the origin
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of co-operatives also date as far back as 3000 BC, with the formation of co-operative
guilds by ancient craftsmen in Egypt (Abeidat 1975, cited in Holmén 1990). This early
history of co-operation suggests that an institution of co-operation exists, much like
other fundamental institutions such as the institution of marriage or the institution of

education.

Institutions can be defined as ‘the norms, rules, habits, customs and routines (both
formal and written, or, more often, informal and internalized) which govern society at
large’ (Brett, 2000:18). The word ‘institutions’ has a distinct meaning from
‘organisations’. If institutions are the ‘rules of the game’ (North, 2003:19), then
organisations are the ‘players of the game’ (Leftwich and Sen, 2011:323). Institutions
influence how organisations are set up and run, where groups of individuals with a
common purpose come together to achieve joint objectives (Leftwich and Sen, 2011).
Institutions can therefore be seen as the embodiment of social norms and values, which

are expressed through organisations.

In describing the process of economic change, North (2003:10) refers to a ‘circular
flow’, which begins with initial perceptions of reality. This then leads to the
construction of a set of beliefs and ideologies, which then lead to the creation of
institutional structures. These then lead to the enactment of policies. This process can
feed back on itself to create changes to perceptions, ideologies, institutions and policies.
In this research, I begin with the idea of co-operatives as institutions that embody
certain values and principles with respect to their mode of governance, as well as

organisations that aim to achieve benefits for their members.

It can be argued that the global co-operative movement, and in some countries the
national co-operative movement, is an institution. The model of co-operative
development and its importance in people’s lives in countries such as Uganda and
Kenya for example (in Kenya up to 63% of the population is estimated to be engaged in
economic activities that are either directly or indirectly linked to the movement
[Wanyama, 2009:3]), supports this concept of the national movement as an institution.
The primary co-operative society, which is usually found at the community level, also

embodies important social norms, rules and values at a local level.
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This conceptualisation of co-operation as an institution brings with it certain challenges,
such as those linked to the concept of gendered institutions (see Box 2.1). Although this
research will not look specifically at gender issues within co-operatives, being aware of
how and why women and men might participate and benefit differently from co-

operatives is important.

Box 2.1: A gender perspective on institutions

Male power and privilege can extend beyond the domestic sphere to ‘purportedly neutral
institutions’ where development policies are formulated and implemented (Kabeer
1994:xii). Such gendered institutions include both government and non-government,
including local civil society institutions as well as labour market institutions. An analysis
of the latter also brings in discussions of the ‘gendered economy’ (Barrientos et al.,
2003:1515), which argues that labour market institutions need to be situated at the
intersection between productive and reproductive work. This would allow for a full
recognition of the ‘reproductive economy’ which underpins productive market based

activity (Barrientos et al., 2003:1515).

Others argue that if there is a ‘masculinisation of privilege’ then attention needs to be
directed to the structures that uphold men’s advantage in order to address the models
guiding the development process (Chant, 2008:190). There is, therefore, a need to link
discussions between gender inequality and those on the rules and practices of institutions

involved in the development process (Kabeer, 1994).

23 CO-OPERATIVES AND THEIR UNIQUE IDENTITY

Co-operatives have a unique identity, which distinguishes them from other types of
bodies. I explore this identity here, and the presence of a national as well as an
international co-operative movement. [ discuss how the co-operative form has
developed over the years, particularly in Africa, to uncover what co-operatives look like

now and the challenges that they continue to face.
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2.3.1 Defining and distinguishing the co-operative form

In 1995 the International Co-operative Alliance (the global co-operative apex body)

defined a co-operative as:

‘An autonomous association of persons united voluntarily to meet their common
economic, social, and cultural needs and aspirations through a jointly-owned and

democratically-controlled enterprise.” (ICA, undated-a).

This definition was also adopted by the International Labour Organization (ILO) in
2002 when it developed Recommendation 193 on the promotion of co-operatives. This
widely accepted definition (DFID, 2005; Philip, 2003; Ravensburg, 2009) presents co-
operatives as not just a group formed of people to meet economic needs, but also to
meet social and cultural needs. It draws out the importance of governance with the
mention of ‘autonomy’, ‘jointly-owned’ and ‘democratically-controlled’. And lastly it
refers to a co-operative as an ‘enterprise’ clearly distinguishing it from charities and

neighbourhood or community based associations (see Appendix 1).

Co-operatives are guided by six core values and seven principles, which have evolved
over the years (Novkovic, 2008) and are agreed on periodically by global co-operative
congresses (see Table 2.1). The values emphasise their nature of self-help, self-rule and
working together on fair terms. They provide the foundation on which the operating
principles are based. The first four principles relate directly to the governance of co-
operatives — how they should be set up, organised and run. They emphasise the open
and voluntary nature of co-operative membership ‘without gender, social, racial,
political or religious discrimination’ (ICA, undated-a). They emphasise the democratic
organisation of co-operatives, based on a one member one vote system, including in
decision-making on the allocation of capital surpluses and the election of board
directors. They mention co-operatives only entering agreements with others that

continue to ensure their autonomy and control by members (Birchall, 2004).
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Table 2.1: Co-operative values and principles

Values Operating principles
Self-help 1. Voluntary and open membership
Self-responsibility 2. Democratic member control
Democracy 3. Member economic participation
Equality 4. Autonomy and independence
Equity 5. Education, training and information
Solidarity 6. Co-operation among co-operatives
7. Concern for community

Source: Table developed by author with information from ICA, undated-a.

The final three principles relate to improving and supporting the co-operative, its
membership and the wider community (including other co-operatives). These emphasise
the importance of education and training for both members and co-operative staff, as
well as wider public awareness on key issues such as co-operation or other social goals
(MacPherson et al., 2001). They emphasise the importance of solidarity amongst co-
operatives and working through local, national, regional and international co-operative
structures. And finally the principles mention the important role that co-operatives can
play in their communities. In many countries co-operatives also have their own legal
identity enshrined in (for example) a Co-operative Societies Act, which recognises
some of their distinguishing characteristics and provides legislative support for them

(Theron 2010).

Legal requirements of co-operatives, however, are often limited to common capital
ownership or democratic member control, without reference to other co-operative
principles (Novkovic, 2008). Novkovic argues that the survival, competitiveness and
success of co-operatives as a business form rests also on the application of their other
principles. These principles have the potential to guide strategies and practices that can
be turned into co-operative advantages, showing the need for governance to be based on
co-operative values and principles (Johnson and Shaw, 2014). I discuss this further
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below by unpacking the economic and social identity of co-operatives, and how this is

expressed through their governance model.

The economic and social identity of co-operatives

As organisations owned by their members who also use them (its member-user status),
co-operatives do not just focus on economic areas but also other social areas important
to their members (MacPherson et al, 2001). This ‘dual nature’ (CCA, 2004; Odeke,
2011) can be explained by understanding co-operatives as ‘enterprises’ that ‘build
economic capital in communities’, as well as associations that ‘build social and human

capital’ (CCA, 2004:1).

Co-operatives’ dual nature means that they often have multiple objectives (Mooney,
2004; Emana, 2009), some linked to their economic identity and some to their social
identity. This distinguishes them from investor owned firms that might only have an
economic identity with objectives predominantly around profit maximisation (Odeke,
2011). Another important distinction in this area between co-operatives and investor
owned firms is in relation to ‘man-capital’ (Holmén, 1990:27). In co-operatives people
are seen as superior to capital (one member, one vote), whereas in investor owned firms

capital is seen as superior to people (i.e. voting rights linked to shareholder value).

The social identity of co-operatives might also mean that they have separate objectives,
which pursue the last three co-operative principles around education, training and
information as well as supporting the communities where they operate. In investor
owned firms people might be considered only as ‘economic objects’: as consumers,
producers, investors (ILO, 2000:26). In co-operatives people are the members that own
them, who then expect the co-operative to respond to their needs and show concern for
their communities (Odeke, 2011). Accordingly co-operatives may be more engaged in
identifying solutions to the issues affecting the communities where they are based (ILO,

2000).

The co-operative movement: its shape and purpose

The co-operative sector provides a ‘network of linkages from local to global’
(MacPherson et al., 2001:7). This network refers to a ‘movement’, which begins with

primary societies that can federate to form secondary co-operatives (also known as
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unions). In some countries, there are also national level apex or tertiary structures.
These three tiers (primary, secondary, tertiary), or a combination of these three tiers,

within a country is referred to as the national co-operative movement (see Figure 2.1).

Figure 2.1: Co-operative federating structure
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Primary societies are usually found at the community level, and are the most common
form of co-operative (DFID, 2010). They might consist of members who are farmers
that supply agricultural produce to the co-operative, and can range from a handful of
members to thousands. These primary co-operatives might then bulk their produce with
a secondary co-operative to improve economies of scale, as well as access to resources
and markets. In such cases members of secondary co-operatives would be the primary
co-operatives. Secondary co-operatives might then be members of a tertiary co-
operative at the national level where this exists. In some cases primary co-operatives
might also be direct members of apex structures at the national level. Often the national
co-operative movement will be linked to the global co-operative movement through
membership and representation at international sectoral structures, such as the
International Co-operative and Mutual Insurance Federation. These sectoral apex bodies
sit within the global apex body for the co-operative movement, i.e. the International Co-

operative Alliance. Although other types of organisations also federate, such as self-
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help groups and trade unions, co-operatives clearly have strength at the global level

through both the sectoral and apex bodies.

This federating structure brings with it two distinct advantages at both the national and
international levels. Firstly, it provides a networking advantage through economies of
scale. This can allow co-operatives to bulk buy input supplies and distribute amongst
the membership, access wider markets and form stronger negotiating positions, as well
as access technology, capital and innovation (Gupta, 2004). Secondly, it provides an
advocacy advantage through representation and promotion of the co-operative
movement with actors at the different national and international levels. The advantage
in this latter area is closely linked to an ideological base, and the concept of a social

movement (Wanyama, et al., 2009; Birchall, 1994; Birchall and Simmons, 2007).
2.3.2 Rbhetoric versus reality: a story of co-operation

We have so far discussed the ‘rhetoric’ — the values and principles embedded in the co-
operative form, and what co-operatives should look like. To understand how the co-
operative form has developed in practice over the years, I trace its history here. I
discuss the early years of co-operation, and then the colonial and post-colonial days,
through to the current state of the co-operative sector and the challenges that remain for

it in Africa.

The early years of co-operation

Co-operation, in its modern form, is generally recognised as emerging from the English
town of Rochdale during the period of early industrialisation (Euro Coop 2010; ICA,
undated-c). In 1844 workers formed a co-operative to provide essential provisions (such
as food) at affordable prices to its members (Euro Coop 2010). Co-operation in Europe
thus began with a strong grounding in a social movement of the people and linked to the
labour movement. The success of the co-operative model led to the growth of co-

operatives across Europe, and the formation of ICA in 1895.

The co-operative model was exported to developing countries by colonial governments
as well as the co-operative movement itself (Hussi, et al., 1993; Pollet and Develtere,
2005). The co-operative sector that emerged in Africa was therefore not a ‘home-grown

or spontaneous movement’ (Develtere et al., 2008:2) as in Europe. It was aligned
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largely to the public sector under a ‘colonial co-operative paternalism’ (Pollet and
Develtere 2005:67), with minimal member control or autonomy. There was a
proliferation of co-operatives that formed over this period, with ‘government the prime

patron’ (Develtere et al., 2008:3).
The British colonial co-operative model in Africa

The British colonies throughout Africa (which included Kenya) organised collective
production units, using co-operatives to bulk and export cash crops (such as coffee,
cocoa and cotton) to Europe in the name of colonial state authorities (Develtere et al.,
2008). The sector was controlled directly by a government department, headed by a
Registrar (Develtere et al., 2008). This government authority over co-operatives was
enshrined in their common legal form (Shaw, 2006), which clearly outlined their link to
government and the administrative and technical apparatus of control (Pollet and
Develtere, 2005) — see Box 2.2. This often included the establishment of a national co-
operative marketing board, which monopolised the buying and selling of produce from

co-operatives.

Box 2.2: The Co-operative Societies Act

Co-operative Societies Acts, which set the foundation for national co-operative law, were
originally established during the colonial period in many developing countries. Although these
Acts have all now been amended a number of times, they continue to limit the scope of co-
operative activity and functioning in some areas and can result in being an ‘obstacle’ to co-
operative development (Theron 2010:30). In many African countries policies are being
developed to redress this, but these have been slow in emerging and still do not cover all co-

operative sectors.

Based on Shaw (2006) and Theron (2010)

Following independence, many of the new national governments continued to favour a
co-operative strategy led by the state (Hussi et al., 1993; World Bank, 2008). The tiered
co-operative structure allowed them to drive forward national economic development

strategies, and continue the ‘co-operative-export nexus’ (Develtere et al., 2008:3).

Chapter 2: Co-operatives and poverty reduction



23

Under this model, in the 1950s and 1960s the co-operative sector expanded
significantly. By 1966, there were over 7,300 co-operatives in Africa, with more than
1.8 million members (Orizet 1969, cited in Develtere et al., 2008). In Uganda, for
example, the number of members was estimated to have doubled during this period,
with a tripling of the amount of cotton handled by co-operatives. By the early 1990s
virtually all co-operatives throughout Africa had emerged as ‘dependent agents or
clients of the state’ (Develtere et al., 2008:xix). The close control by government and
policy framework undermined their commercial viability and inherent character of

member control (Hussi et al., 1993).

Co-operatives in the era of liberalisation

Economic liberalisation policies, introduced in many developing countries in the 1980s
and 1990s to shrink the public sector and expand the role of the private, affected the co-
operative sector widely (Birchall and Simmons, 2007; Shaw 2006; Vicari, 2011). Co-
operatives lost their close political position in government structures, which included
the withdrawal of support to co-operative marketing boards and threatened their
monopoly in many areas (Birchall and Simmons, 2007). It also led to withdrawal of
other types of support such as input marketing of seeds or fertiliser to farmers. Instead
co-operatives had to compete directly with new actors, such as private businesses,
which began emerging in the new liberalised environment with stronger leadership and
more market-orientated approaches. This often resulted in co-operatives losing market

share and previously established trading links (Develtere et al., 2008).

The liberalisation process was critiqued for being too fast. The abrupt withdrawal of
government oversight left a vacuum, with members unable to immediately leverage
control over the management of co-operatives. In many cases this led to management
abusing their powers, including failure to hold elections or to surrender members’
savings (Develtere et al., 2008). Liberalisation also offered farmers a choice to abandon
mismanaged co-operatives and sell their produce to private buyers. This resulted in a
drastic reduction in the supply of produce to co-operative unions, eventually leading to
the collapse of this tier in many countries (Develtere et al., 2008; Ponte, 2002). It

included the loss of people’s savings or livelihoods which were tied to them, and
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developed into a mistrust of co-operatives by many (Theron, 2010; United Nations,

2009).

The current state of the co-operative sector

Revival of co-operatives

In the 1990s, with economic liberalisation severing the links to government, leading co-
operative scholars called for co-operatives to be based on fundamental principles and
values (MacPherson, 1995; Miinkner and Shah, 1993), resulting in the ICA definition of
co-operatives (see section 2.3.1). Many national governments began to show signs of a
renewed willingness to support co-operative development, with 70 countries revising
legislation in line with Recommendation 193 (Johnson and Shaw, 2014). This changing
scenario provided an opportunity for co-operatives to become member orientated and

controlled for the first time in many countries (Pollet and Develtere, 2005).

In the last decade a ‘revival’ or ‘renaissance’ of co-operatives has been observed
throughout the globe (Develtere et al., 2008:iii; UK Co-operative College, 2010:3). ICA
currently has 272 member organisations from 94 countries across the world. This
amounts to one billion members (ICA, undated-d, accessed 25 November 2014), which
is one in seven of the world’s population. In some parts, such as Canada or Norway, one
in three people are members of a co-operative. Co-operatives now generate 100 million
jobs globally, which is 20% more than multinational enterprises (ICA, undated-b). Their
impact on livelihoods is even wider, with the livelihoods of an estimated 3 billion
people (or nearly half the world’s population) made secure by co-operative enterprises

(UK Co-operative College 2010).

The current revival of co-operatives has given rise to the emergence of some thriving
co-operative sectors around the world, including in agriculture (such as in dairy and
coffee) and financial services (UK Co-operative College, 2010). Fifty percent of
agricultural produce in the world is marketed via co-operatives (DFID 2010). Dairy co-
operatives in countries such as India, Uganda and Kenya are transforming the
production and supply of milk in their countries (see Box 2.3). Savings and Credit Co-
operatives (SACCOs) represent the largest growing co-operative sector in developing

countries, with loan portfolios in African SACCOs growing at an average of 12% since
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the financial crisis in 2008. Previous to this, growth was much higher at 35.3% in 2007
and 21.1% in 2006 (Allen and Maghimbi, 2009). These statistics make evident the
widespread presence of co-operatives, particularly in sectors such as agriculture and

finance.

Box 2.3: The organisational advantages of the Indian co-operative dairy sub-sector

Co-operatives are the largest formal actors in the dairy sub-sector in India, playing an
important role in the growth of the milk industry. This industry has tripled production in the
last three decades from 21 million metric tons in 1968 to 80 million in 2001. Along with
government players, co-operatives account for 20% of total milk production. India has
approximately 100,000 dairy co-operative societies at the village level with over 12 million
farmer members. One of the main advantages of the Indian dairy sub-sector is its ‘bulking’
capacity, collecting approximately 16.5 million litres of milk every day, which is delivered to
170 district level diary co-operative unions for processing and marketing. These unions also
provide a range of inputs and other services to members through the primary societies
including animal feed, veterinary services and artificial insemination. Co-operatives market
milk to over 1,000 towns and cities across India, with annual sales exceeding 80 billion

rupees.

Based on Rajendran and Mohanty (2004) and US OCDC (2007)

The hybrid co-operative model

As the movement develops and individual co-operatives grow, their need for capital to
expand business operations also increases. This situation has given rise to the hybrid co-
operative model, which combines the co-operative and investor owned forms (Bekkum
and Bijman, 2006; Spear, 2010). Hybrid co-operatives are emerging across developed
as well as developing countries, and can take different shapes in different contexts. Key
features include the supply of capital to the co-operative either by members or by non-
member investors, with the prospect of capital gain on shares (Woodford, 2003). This
allows the co-operative access to credit for either vertical integration by adding value to
products, or horizontal integration into new business activities (Woodford, 2003). In
some hybrid models voting rights are in proportion to capital investments, rather than
following the one member one vote system (Spear, 2010; Woodford, 2003). As hybrid
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co-operatives develop, the extent to which they are able to ‘keep the best of both
worlds’ (Bekkum and Bijman, 2006:13) where they retain their collective member

identity with innovative investment structures, remains to be seen.
Challenges for the co-operative movement

The co-operative movement continues to face a number of challenges that may affect
the ways in which it evolves further in developing countries. The most important of
these is perhaps the on-going struggle to become member-focussed (Miinkner, 2004),
allowing members to control the co-operative and the objectives it pursues. As the role
of government changes within the operation of co-operatives, the extent to which they
are able to take on board member priorities and strive to achieve them becomes
important to understand. The challenge here is also in the extent to which they are able

to do this whilst competing successfully in a liberalised market environment.

A second challenge is in developing a federating structure that can use both its
networking advantage (for example, through economies of scale) as well as promote the
wider objectives of the movement (by using its advocacy advantage) (Simmons and
Birchall, 2008). This latter area becomes more important as co-operatives establish
greater autonomy from government. ILO and ICA (2014) state that an important way
for co-operatives to impact the future development agenda is through enhancing their
representation and advocacy roles. However, following the post-liberalisation scandals,
the ‘missing-middle’ in the co-operative tiers has made it more difficult for the

movement to use these federating advantages’.

A third challenge faced by the African co-operative movement is in securing women
members and leaders (ILO, 2010a; Rawlings and Shaw, 2013; Shaw 2006). Despite
producing up to 80% of the food in Africa (ILO, 2010a), they represent less than 30%
of co-operative members in most countries there (Majurin, 2012). In Kenya women
represent only 26% of overall membership and 9% of co-operative management (ICA
2001 cited in ILO, 2010a). There are a number of factors directly impeding women’s

participation in co-operatives. This includes the requirement to own assets, such as land

? Co-operatives at the tertiary level (i.e. national level apex structures) are also not common and are still
defining their roles in the ‘revived’ co-operative structure (UK Co-operative College 2010).
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for farming or livestock for milk production. Even where women are the main labourers
in these areas (as they often are in many societies), legal ownership (which might rest
with male relatives) would instead determine co-operative membership rights. Co-
operative laws in some countries have also resulted in limiting women’s membership,
such as laws that only allow one person per household to be a co-operative member”. In
Andra Pradesh, where this requirement was removed, it resulted in thousands of women

joining co-operatives (Birchall 2004).
2.3.3 Summary

The distinct identity of co-operatives, as both economic and social players sets them
apart from many other types of organisations. Their histories, which include how they
emerged and were introduced into society, have influenced the modern day co-operative
form. In Europe, their origin in a social movement of the people has framed co-
operatives as enterprises based on a set of values and principles. In developing
countries, their introduction by colonial governments and continued push through
national governments have mostly left co-operatives struggling to disassociate

themselves from a legacy of public sector control and mistrust.

Despite these constraints, there is a definite revival of co-operatives across the globe. A
more supportive legislative environment is developing as co-operatives engage with
their core values and principles. However, a number of challenges remain for the co-
operative sector in Africa including an ongoing struggle to be member-led and
controlled, developing a federating structure at the national level that can support its

further growth and development, and a membership with more involvement of women.
24 THE DYNAMIC NATURE OF POVERTY

Poverty has many dimensions, and can be conceptualised in many different ways
(Laderchi et al., 2003). Rather than providing a detailed appraisal here of the extensive
literature in this area, I give a general overview of the concept of poverty and explore

areas that are relevant to this research. This includes understanding the transitional and

* This might be to protect voting from being concentrated in large families or to reduce complications in
using family assets as guarantees
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multidimensional nature of poverty, as well as a focus on agriculture and poverty

dynamics.
2.4.1 Conceptualising poverty

Poverty is generally perceived to have different dynamics, rather than being a static
concept that can be captured through one school of thought. A single definition of
poverty is, thus, often avoided by scholars with no overall agreement in this area
(Laderchi et al., 2003). I discuss three different approaches to poverty, which also have

inter-linkages: absolute, relative and subjective poverty.

Absolute poverty provides a measure against a poverty line (Klasen, 2008; Hulme and
Shepherd, 2003). This line has been established in many countries, as well as globally,
as a way of identifying who is poor and who is not in absolute terms. The poverty line is
often determined by income levels (Ayala et al., 2011; Borooah, 2005). However,
increasingly, other factors are being taken into account in establishing the poverty line,
such as food consumption (Hulme et al., 2001). Measures of absolute poverty form the
predominant way of generating poverty statistics within a given country or region. It is
also the main mechanism to identify eligibility for many state support programmes

aimed at reducing poverty.

Others have advocated for an alternative conceptualisation of poverty, through the
relative poverty discourse (Kingdon and Knight, 2006; Klasen, 2008). This identifies
individuals or groups as poor when they cannot achieve the living conditions that are
the general standard in the communities where they live. Their resources are so below
those of others that they become ‘excluded from ordinary living patterns, customs and
activities’ (Allen and Thomas, 2000:12-13). Relative poverty, therefore, does not
necessarily identify poverty as absolute and measurable against a poverty line. Instead it
depends on the norms and values of a particular society, and the weight they place on
particular aspects of life (Allen and Thomas, 2000). Some authors argue that relative
poverty can also be used to determine the poverty line (Silber 2007; Laderchi et al.,
2003). For example, Silber asserts that the European Union’s definition of the poverty

line as being equal to 60% of median income is actually a relative approach to poverty.
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Subjective concepts of poverty were popularised by Chambers in the 1980s and 1990s
(Chambers, 1983; Chambers, 1995), although the term was not coined till later. He
argued that the poor should be enabled to analyse and express their own needs, which
are likely to differ from those identified for them by development professionals
(Chambers, 1995). The concept of inequality, fundamental to relative poverty, is also
embedded within the notion of subjective poverty (Klasen, 2008). As people analyse

their own situation they are likely to do this in comparison to others.

This research develops a subjective approach to poverty, which captures people’s
experiences of poverty in the case study villages. The main data collection method used
to develop this understanding (wealth ranking exercises) encourages participants to
categorise wealth groups in relation to others, drawing in concepts linked to relative
poverty and inequality. Conceptualising poverty in this way allows the research to focus
on areas that research participants themselves have identified and prioritised. It also
provides insights into how people might rise or fall from different wealth categories,

and an exploration of how the former might be supported whilst the latter is abated.

The transitional nature of poverty

In breaking down the concept of poverty, Hulme and Shepherd (2003) describe three
categorisations of poor: i) the chronic poor, who are always poor or usually poor; ii) the
transient poor, who are occasionally poor - poor in some periods, but not in others; iii)
the non-poor, which includes those who are never poor through to those that are always
wealthy. These categorisations introduce poverty into a temporal landscape, where
people can fall into or move out of poverty depending on a range of factors. Figure 2.2
shows the relationship between these categorisations and the poverty line. The chronic
poor either remain below the poverty line or move in and out of poverty on a regular
basis. The transient poor may fall below the poverty line in some seasons or during
times of crisis. The non-poor will always remain above the poverty line. For obvious
reasons, it is the chronic poor who have been the main focus in poverty reduction
discourse and practice. However, with greater risks linked to climate change for

example, the transient poor might also be at more risk of falling below the poverty line.
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Figure 2.2: The chronic poor, transient poor and non-poor — a categorisation
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Source: adapted from Jalan and Ravallion, 2000 in Hulme and Shepherd, 2003:406

Although this research takes a subjective approach to poverty rather than an absolute
approach that might be more commonly measured against a poverty line, recognising
periods of hardship, how people cope during these times, and the impact this has on
well-being is important to any conceptualisation of poverty. Considering the transient
nature of poverty is therefore important in understanding how the case study co-
operatives in this research might address this aspect of poverty amongst their

membership and wider.

The different dimensions of poverty

From the 1980s discourse emerged on the multidimensional character of deprivation.
This viewed poverty as wider than just income and food consumption and included
aspects such as access to education and healthcare. Its logic was that income and
consumption based indicators capture only the means to the end, rather than the end in
itself (Hulme and McKay, 2006). The end may be, for example, preventing premature
mortality. Raising income levels alone would not necessarily reduce poverty unless
people also had access to other components to improve their living standard (Hulme and
McKay, 2006) — in the example above this may include access to healthcare.
Multidimensional aspects of poverty incorporated the denial of opportunity to live a
tolerable life which was not ‘prematurely shortened, made hard, painful or hazardous’
(Anand and Sen, 1997:4-5). It also included the notion of living with ‘dignity,
confidence and self-respect’ (Anand and Sen, 1997:4-5).

These descriptions resonate with Chambers’ work on rural poverty and participatory

methods (Chambers, 1995), which highlight eight dimensions of deprivation. These
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include physical assets and income (material aspects of poverty); social inferiority
linked to aspects such as gender and caste; isolation from both social and economic
support; physical weakness which include the sick and disabled; seasonality linked to
food shortages; powerlessness of the poor; and humiliation which erodes self-respect.
These eight dimensions capture the broad reality faced by the poor, although Chambers
acknowledges that there are other aspects of deprivation that can be added to these. The
Millennium Development Goals (MDGs), sealed the poverty discourse to measures

beyond income and consumption to include wider aspects of deprivation.

In developing a subjective definition of poverty, this research incorporates a
multidimensional approach. In Chapter 7, I discuss eight areas that participants in the
case study villages identified as important to understanding their poverty and well-
being. Many of these eight areas overlap with Chambers’ eight dimensions of

deprivation, as well as the MDG areas’.
2.4.2 Agriculture and poverty dynamics

I have so far discussed general conceptualisations of poverty. Here, I focus specifically
on agriculture and its importance in poverty debates. Although the majority of the
people in the world now live in urban areas, in developing countries 3 billion of the 5.5
billion people there live in rural areas (Dethier and Effenberger, 2011). Approximately
three out of every four people in rural areas depend on agriculture for their livelihood,
either directly or indirectly (World Bank, 2008), showing its importance for the world’s
poor. Remoteness of some rural areas can mean limited access to markets, raising prices
of inputs as well as more costly output marketing. All this can reduce the profitability
and feasibility of agriculture or other rural income generating activities. The large
numbers of people engaged in agriculture in developing countries means that GDP
growth which originates in agriculture is at least twice as effective in reducing poverty
as growth outside this sector (World Bank, 2008). However, the decline in donor

support to the agricultural sector since the 1980s (Jones and Corbridge, 2010) has led to

> There are eight MDGs: i) Eradicate extreme poverty and hunger; ii) Achieve universal primary
education; iii) Promote gender equality and empower women; iv) Reduce child mortality; v) Improve
maternal health; vi) Combat HIV/AIDs, malaria and other diseases; vii) Ensure environmental
sustainability; viii) Global partnership for development
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under-investment in this area ‘damaging growth, development and poverty reduction in

poor countries’ (Dethier and Effenberger, 2011:2).

A renewed interest in agriculture can be seen now, with the World Bank’s 2008 World
Development Report focussing on ‘Agriculture for Development’. The report explains
that the ‘political economy has been changing in favour of agriculture’ (World Bank,
2008:22), with a growing focus on the sector by donors and others (Smith, 2011; Jones
and Corbridge, 2010; Dethier and Effenberger, 2011). The World Development Report
also emphasises that economic growth in agriculture-based countries, which include
most of Sub-Saharan Africa, requires a ‘productivity revolution in smallholder farming’
(World Bank, 2008:1). Growing interest and awareness in these areas present an
important opportunity to explore how farmer co-operatives might help improve the

contribution that agriculture makes to poverty reduction.
2.43 Summary

Poverty is dynamic, with a number of different approaches that can be taken to its study.
Whichever approach is used, the importance of the transitional nature of poverty and its
multi-dimensional aspects are important to understanding how people cope with
hardship, and its impact on their lives. This would include impact in areas from income

to healthcare, and allowing people to live with dignity and self-respect.

With the majority of people in rural areas engaged in agriculture, growth in this area is
more likely to reduce poverty. This emerging awareness has led to a focus on
agriculture for development, providing an opportunity for a better understanding of how

farmer co-operatives might contribute to this area.
2.5 LOCATING CO-OPERATIVES WITHIN THE POVERTY DISCOURSE

I bring the discussions above together here to explore the place of co-operatives within
the poverty discourse. I begin by discussing how the co-operative form is gaining
acknowledgement and interest. I then analyse the fit between co-operatives and the
people-centred development approach, before examining evidence from the literature on

the ways in which co-operatives impact poverty.
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2.5.1 Shedding the institutional ‘black-box’ around farmer organisations

Often smallholder farmers cannot access credit, advances in technology, markets or
even market information on their own (Dethier and Effenberger, 2011). In many cases
their only access is through local institutions, which can play a fundamental role in
facilitating this access and shaping the delivery of services (Agrawal and Perrin, 2009;
Havnevik and Sandstrom, 2000). Along with the renewed interest in agriculture, this
has led to a renewed interest in farmer organisations (Bernard and Spielman, 2009;
Shiferaw et al., 2008), with co-operatives often mentioned as the main type of farmer
organisation. For many Africans a co-operative is the only group to which they will
belong (Develtere et al., 2008). However, their legacy of mismanagement and
corruption following the period of economic liberalisation (see section 2.2.2) has left a
reluctance for many studies in the agricultural sector to refer directly to co-operatives,
with terms such as ‘farmer-owned businesses’ used instead (Birchall, 2003). This
institutional ‘black-box’ around farmer organisations means that the advantages of the
co-operative form cannot be utilised, and its disadvantages cannot be effectively

addressed (Birchall 2003).

However, the recent revival of co-operatives is beginning to now result in more scrutiny
and interest in the co-operative form (Cuevas and Fischer, 2006). Evidence of a changed
situation is emerging, with a greater recognition of co-operatives and the federating
structure as well as an understanding that the type of institution, not just institutions,
matters in making poverty reduction more effective. Donors are beginning to appreciate
the important role co-operatives play in tackling poverty (DFID 2009), which can also
be seen by the UN declaration of 2012 as the Year of Co-operatives. This renewed
interest in the role of the co-operative form means that there is now an audience more
willing to explore the advantages that co-operatives bring to poverty reduction and

address the challenges.

2.5.2 The co-operative form: good for poverty reduction?

Despite renewed interest in co-operatives by development partners and others, one of
key debates concerns the capacity of co-operatives to directly address poverty. Miinkner
(2012 and 1999) argues that unlike some community based mechanisms, ‘co-operatives
are not designed to help the poor’ (Miinkner, 2012:15) and that they are not
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‘instruments for development’ (Miinkner, 1999:1). He argues that beginning from these
premises will not lead to a favourable position for co-operatives vis a vis poverty
reduction. Although Miinkner’s assertions are not based on any specific research but on
his general experience of working with co-operatives, his comments resonate with those
of others. Indeed the ILO and ICA definitions (see section 2.2.1) emphasise co-
operatives as enterprises that provide economic opportunities for members. In some
countries, the growing recognition of co-operatives as businesses within the private

sector places them in the category of ‘wealth creators and not poverty reducers’ (Pollet

and Develtere, 2005:62).

However, co-operatives’ dual social and economic identity means that, as well as
pursuing economic objectives, they may also be committed to social achievements.
MacPherson et al., (2001:6) argue that ‘if they are committed to outreach and a
broadening base in community, they can reduce poverty at the same time’. Co-
operatives, therefore, should not be seen so much as instruments of poverty reduction as
a means through which groups of people can gain advantages that they could not do
individually (Birchall, 2003). If this approach is taken, then Birchall asserts that co-
operatives have the potential to reduce poverty ‘more effectively than other forms of

economic organization’ (Birchall, 2003:4).

Similar to private sector enterprises and other types of organisations, co-operatives
sometimes also need external support (financial or otherwise) to pursue their objectives
(Develtere et al., 2008; FAO, 2012; Global Forum on Food Security and Nutrition,
2012). Develtere et al. argue that successful co-operatives in Africa, which can reduce
poverty, have structured collaboration in place with external actors (such as donors) in
areas from marketing of members’ produce to facilitating educational or training
programmes. Such support, however, risks transferring co-operatives from ‘dependent
agents of the state’ (see section 2.2.2) to dependent agents of development partners.
Although much of the post-liberalisation literature critiques them in the former area
(Pollet and Develtere, 2005; Wanyama et al., 2009), there are only a few studies that
discuss co-operatives in relation to donor dependency in contemporary times (Develtere
et al., 2008; Pollet and Develtere, 2005; Global Forum on Food Security and Nutrition,
2012). In this scenario Pollet and Develtere argue that there are two types of co-
operative support agencies. The first are national co-operative development agencies
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that have originated from northern movements, and foster co-operative development in
the south. These have emerged from the sixth co-operative principle of co-operation
among co-operatives and include bodies such as the Canadian Co-operative
Association, We Effect from Sweden or Land o’ Lakes from the USA. The second type
of co-operative support agency is civil society players or intergovernmental
organisations that sympathise with co-operative development, but may see them as tools
to achieve other objectives such as specific development goals. Develtere et al. (2008:

20) name co-operatives with such donor dependent relations as ‘don-operatives’.

From this discussion an enabling environment, which does not erode the co-operative
form, can be identified where development partners recognise co-operatives as
democratic member owned and controlled enterprises operating in the private sector.
This reduces the risk of external actors influencing co-operatives’ goals (Miinkner,
2012), and undermining the focus on their multiple objectives around meeting member
needs. Such an enabling environment would also ensure that any short-term
programming focus of development partners does not undermine the long-term
relationship that co-operatives’ have with their members and the communities where
they operate (Birchall and Simmons, 2009; Korten, 1980; Miinkner, 2012; Global
Forum on Food Security and Nutrition, 2012). A better understanding of how such an
enabling environment can be brought about, which allows co-operatives to take
advantage of the growing interest from development partners whilst at the same time
safeguarding their identity, will help to deliver a wider impact on the poverty reduction

agenda.
2.5.3 Co-operatives and the people-centred development approach

The main approaches to development, with a top down focus on rapid economic growth
through industrialisation, began to be heavily criticised by the 1980s for their failure to
deliver major improvements to the poor’s living conditions (Vlaenderen, 2001).
Alternative approaches were called for that allowed participation of local people.
Korten (1984, 1987), who worked extensively in Asia with USAID, popularised the
people-centred development approach. Rather than a focus on funding or external
actors, it emphasises people as the critical development resource (Korten, 1987). It is

based on the poor defining what they consider to be improvements in the quality of their
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lives, as well as mobilising and managing resources themselves to create a better future
for individuals and their community (Korten, 1984). The people-centred approach is
also associated with good governance: the latter sets the foundation from which people
and groups can articulate their interests, needs and concerns (Antonio, 2001). To
facilitate this, the people-centred approach calls for a strengthening of institutional and
social capacity that supports greater local control, accountability, initiative and self-
reliance. Korten (1987) argues that this approach allows the poor to meet their own

needs on a sustained long-term basis.

The concept of ownership emerges from this approach: ownership for development
resting with the poor themselves. This emphasises people themselves as agents of
development, solving their own problems through local organisations and networks
(Allen and Thomas, 2000). One of the main criticisms of the people-centred approach is
its heavy reliance on grassroots voluntary associations for putting it into practice.
Sustained efforts from people in such situations, where there might not be any
immediate financial or other rewards, may prove difficult. The people-centred approach
also tends to consider communities as homogenous, without any power differentials that
might limit the knowledge or priorities of certain groups from emerging, such as of

women or certain social classes (Vlaenderen, 2001).

The people-centred development approach has been commonly attached to co-
operatives (Birchall, 2003; Hartley, 2012; Vicari, 2007a; Vicari, 2007b; United Nations,
2009), which are people-centred rather than capital-centred enterprises (ILO, 2010b).
The European origins of co-operatives in a people’s movement would also clearly align
their heritage within a people-centred model. Applying this approach to co-operatives
also addresses the criticism linked to its heavy reliance on grassroots voluntary
associations. As enterprises with both economic and social goals, co-operatives can
combine direct benefits for members through participation in people-centred
development. This approach also allows co-operatives to address the two challenges
from development identified above: recognising co-operatives’ democratic member
ownership and control, and safeguarding their long-term relationship with members and
communities. A people-centred approach further emphasises the importance of
governance within co-operatives, and that governance relationships and processes allow
members to articulate their priorities and take them forward through their co-operative.
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2.5.4 Reducing poverty the co-operative way: a review of the evidence base

I have so far discussed where co-operatives sit within different poverty debates. I now
turn to the evidence base, examining whether they actually reduce poverty. Many
studies discuss the potential of co-operatives to reduce poverty (Birchall and Simmons,
2007; Couture, 2003; ILO, 2012), but only a few provide evidence in this area. Even
fewer discuss how co-operatives reduce poverty, and the processes through which they
are able to do this. Greater knowledge in these latter areas would ensure that co-
operatives, as well as development partners, are able to support these processes to
impact poverty more effectively. Although there are a number of earlier studies
exploring co-operatives and poverty reduction (Holmén, 1999; Shah, 1995), I focus here

on the post-liberalisation period and explore their relevance to contemporary times.

Co-operative membership and leadership: the poor and the elites

Considering who are members of co-operatives along with who runs and benefits from
them, are fundamental areas that need to be considered before we can really begin to
look at whether and how co-operatives reduce poverty. A number of authors
acknowledge that whilst co-operatives do not reach the very poorest, as they have little
to pool, they do reach sections of the poor (Miinkner 2012; Bernard and Spielman,
2009; Thorpe et al., 2005; Holmén 1990). Miinkner (2012:13) argues that it is the
‘relatively poor’ (who are able to organise and have some assets to pool) that benefit

from co-operatives, as well as the non-poor.

There is, however, some evidence to suggest that certain co-operative sectors are better
able to reach the poorest. A member income survey by the World Council of Credit
Unions (WOCCU), an international sectoral apex body for co-operative financial
institutions, found that in Kenya and Rwanda 71.3% and 55.3% of member respondents
respectively lived below the national poverty lines (WOCCU, 2010:1). Savings and
credit co-operatives (SACCOs) do not require members to have access to land or to own
large assets, removing what can often be a barrier to participation and membership.
Recent studies have also shown that the co-operative dairy sector in some developing
countries, such as India, are proving to overcome barriers of caste and class in their

membership and help the landless poor (Birchall 2004).

Chapter 2: Co-operatives and poverty reduction



38

Other studies explore the benefits of different membership models including those that
are made up of just the poor and those that have a ‘mixed membership’ - members from
both the poor and the non-poor (Miinkner 2012:13; Birchall, 2003:7). A large
proportion of co-operatives in Africa have a mixed membership base (Develtere et al.,
2008), with advantages of this model noted by authors across different co-operative
sectors (Miinkner, 2012; Develtere et al, 2008; DFID, 2009; Birchall, 2003). For
example, evidence from a survey with 23,000 credit unions in Kenya, Rwanda and
Colombia, showed that a mix of membership from the poor and lower-middle class
resulted in wealthier members providing a steady source of income for the co-operative.
This allowed riskier and potentially less profitable services to be made available to poor

members (WOCCU, 2007).

Others have raised the critical issue of how mixed membership allows the election of
leaders and managers from a broader membership base (Miinkner 2012; Develtere et al.,
2008). This can provide the poor with access to new knowledge and markets (Miinkner
2012). At the other extreme, studies refer to elite capture (Francesconi and Heerink,
2010; Prowse, 2007). In case study research with five countries (Afghanistan, Ethiopia,
Yemen, India and Vietnam) and 54 institutions, Agrawal and Perrin (2009) recorded
greater accountability of decision-makers in co-operatives to their wealthier members,

with corresponding benefit flows to these households.

These debates highlight the importance of understanding how co-operatives interact
with their different members. It also raises the issue of how elites, who might bring
advantages with them to co-operatives, can be held accountable to poorer members and

allow them to retain control of their co-operative (Develtere et al., 2008).

Do co-operatives increase member income?

Although no large-scale studies have been done presenting an overarching picture in
this area, case study research with specific co-operatives or communities provide
insights on how co-operatives impact member income. A study of women producers in
collective enterprises (including co-operatives) across seven countries in Asia, Africa
and Latin America found that income had improved from engagement in fair trade
networks and markets, which often paid a higher price for the women’s produce than

local or conventional markets (Jones et al., 2012). A study of Amul, a dairy co-
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operative in India, found that it generated an additional income of USD 90 for each
family a year (World Bank, 2002:202) using the federating structure outlined in Box
2.4. Milk Vita, a dairy co-operative in Bangladesh that uses a similar structure to Amul,
increased farmer earnings ten-fold from 1998 to 2000 (Birchall, 2003:36). Although
these studies describe how the co-operatives were able to use their federating structure
to raise member incomes, they do not explore the processes either within or external to
co-operatives that allowed them to use this advantage to such an effect. If co-operatives
have such advantages, are all dairy farmer co-operatives in the case study countries able

to use these to the same extent to improve member incomes?

Other evidence emerged from a study in Uganda (Kwapong and Korugyendo, 2010b:4),
which interviewed 407 members from 24 agricultural co-operatives. Over 92% of
participants confirmed an increase in income over the past five years, with the majority
agreeing that this increase was due to participation in the co-operative. Participants
linked increased income to areas such as improved household food consumption.
Although the study collected data on how the co-operatives were governed, such as
member attendance at meetings and participation in decision-making processes, it did
not analyse these in relation to income changes. For example, were there any links
between member involvement in decision-making within the co-operative and impact
on income? Another study by Kwapong and Korugyendo (2010a) explored why some
co-operatives in Uganda survived liberalisation whilst others collapsed. They describe
characteristics of successful co-operatives, such as good leadership and member loyalty.
However, they do not explore why certain co-operatives showed these characteristics
whilst others did not. How did good leadership come about? Why did members remain
loyal? Such investigation would also explain how other co-operatives could develop

these characteristics for success.

An in-depth case study with 106 members of a nut growers co-operative in Brazil found
that members received 50% higher prices for their produce through the co-operative
compared to dealer prices. Members also had access to a shop through the co-operative,
which sold consumables and farm inputs at 20% below market rates. Before
establishment of the co-operative members needed to sell 10kg of nuts to purchase 1kg
of rice. Since it began operating they can sell just 1kg of nuts to buy lkg of rice (Vicari,
2014:693). Although Vicari analyses the processes that impact these areas, she focuses
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largely on areas external to the co-operative itself, such as personal factors related to
member health or education, environmental factors related to climate or infrastructure,
and social factors related to public policies. This means, for example, she draws
linkages between the education members receive from the co-operative and women’s
effective participation. She does not examine the processes within the co-operative itself
to understand why this type of member education was identified as important by the co-
operative in the first place. Such investigation would improve understanding of why
some co-operatives focus on member education (that can reduce poverty) more than

others.

Questionnaire surveys carried out with 270 co-operative members across Tanzania and
Sri  Lanka (in four sectors: consumer, credit, agricultural/fishing and
manufacturing/industrial) showed that between 75 to 100% of respondents agreed the
co-operative had increased their income (Birchall and Simmons, 2009:36). A number of
reasons were given for this increase, including: access to small loans to support income-
generating activities, the role of co-operatives in supplying inputs to members at low
prices and on credit (which supported productivity and raised incomes), their roles in
providing knowledge and training to members. However, Birchall and Simmons do not
compare the different co-operatives in the study and the ways in which they provide
services to members. Even if they provided the same services, were there differences in

how effective they were and what were the reasons for this difference?

Although these studies provide evidence of co-operatives improving member incomes,
as well as how they do this, they do not discuss why the co-operatives are able to do this
or the processes through which they do this. An exploration of these areas would
improve understanding of how other co-operatives can be supported to increase member

income more effectively.

Other ways that co-operatives support members

As institutions with a social identity, it is important to also understand whether co-
operatives support members beyond an income focus. One of the most important ways
they do this is perhaps through food security and nutrition. Their predominance in the
agricultural sector (see section 2.2.2) has seen them play an important role in not just

widening farmer access to markets, but also to inputs and other services to improve
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production and access to safe food. This has included increased agricultural produce for
home consumption as well as increased family intake of fresh milk (ILO and ICA,

2014).

Other important roles that co-operatives play are discussed in Birchall and Simmons’
(2009) study in Tanzania and Sri Lanka, such as the establishment of welfare
committees that respond to member needs (including financial needs) during illness or
bereavement. Co-operatives in Sri Lanka also provided loans to members during
expensive festival periods to ‘help reduce depression amongst poorer members’
(Birchall and Simmons, 2009:40). Some of these areas also emerged as important in a
study with cocoa farmer co-operatives in Cote d’Ivoire and Ghana (Calkins and Ngo,
2005), which identified member technical training in production as a key strength of the
co-operatives. These co-operatives also provided cash advances and credit for member
purchase of inputs. The study compared over 200 member households with cocoa
producer households in a control village, and found that overall members had an

average 19% higher yield per hectare (Calkins and Ngo, 2005:6).

Similar to the discussion above on income, although these studies provide evidence of
co-operatives supporting the wider needs of members and communities, they do not
explore the reasons why co-operatives are able to do this. For example, in the Calkins
and Ngo (2005) study in Cote d’Ivoire and Ghana, were there differences in the types of
services provided by the cocoa co-operatives to members? If so, why did these
differences exist and did they vary member productivity? Such investigations would
help co-operatives, as well as development partners working with co-operatives, to
understand how such services to members can be improved to reduce poverty more

effectively.
2.5.5 Summary

The space for co-operatives within the poverty discourse continues to be negotiated. As
the institutional black box around farmer organisations is shed, development partners
are beginning to acknowledge the co-operative form and explore its contribution to
poverty reduction. However, within this development scene co-operatives risk
becoming mere ‘instruments for development’ without the advantages of their unique

identity being used to transform the development agenda. This can be avoided by
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adopting a people-centred development approach, which allows co-operative members
to take ownership of the development process, and become the agents of their own

development.

Evidence is emerging on the contribution that co-operatives make to poverty reduction,
including in reaching some of the poorest, in raising incomes, and in supporting
members in other important ways. Although studies show how co-operatives use their
institutional advantages to impact these areas, the evidence base is limited in
understanding why some might be better or worse at using these advantages than others.
Further research that explores not just whether and how co-operatives reduce poverty,
but the processes through which they are able to do this would improve understanding
of how the co-operative form can be used and supported to have a greater impact on

poverty.
2.6 CONCLUSION

Co-operatives in developing countries have emerged from a history of public sector
control and mismanagement to arrive at a crossroads. In one direction, they continue to
compromise their identity (embedded in their values and principles), allowing the
revived interest from national governments and donors to once again influence their
goals and objectives. In the other direction, they take a less well-traversed road to
preserve a rediscovered identity where member control and decision-making remain
central, pursuing the multiple economic as well as social objectives important to
members. As empirical evidence emerges to support the contribution of co-operatives to
poverty reduction, the kind of relationships that co-operatives develop with external
stakeholders vis-a-vis their internal members will influence the objectives that they

pursue and the direction they take at this crossroads.

This literature review has identified important questions that this research will
investigate further. This includes how member control and decision-making can remain
central to the co-operative form in an environment where external actors are regaining
interest in co-operatives. It also includes better understanding of the processes through
which co-operatives impact poverty, and how these can be strengthened. In the
following chapter 1 explore these areas further by mapping them onto co-operative

governance relationships and processes.

Chapter 2: Co-operatives and poverty reduction



43

CHAPTER 3
FROM CO-OPERATIVE GOVERNANCE TO POVERTY REDUCTION
3.1 INTRODUCTION

In the previous chapter I explored co-operatives and poverty reduction, highlighting
gaps in knowledge around why co-operatives reduce poverty and the processes through
which they are able to do this. I show here how a focus on co-operative governance can
help to explain some of these processes to poverty reduction, and build up a conceptual
framework depicted through pathways. The concept of pathways allows us to
reflexively analyse fluid networks and relationships (Leach et al., 2007), which we
might find in examining governance within organisations, bringing together possible
sequences of events that lead from one stage (such as outputs) to another (such as

outcomes) (DFID, 2006).

In section 3.2, I begin by looking at the concept of governance and some of the
challenges faced by co-operatives in this area. In 3.3 I explore the first of three
components of co-operative governance: the internal and external governance
relationships within co-operatives. In 3.4 I explore the second component of co-
operative governance linked to member participation and withdrawal. In 3.5 I examine
the third component linked to the main activity areas of primary farmer co-operatives.
In section 3.6 I explore an understanding of co-operative performance as both efficient
and effective. In 3.7 I draw the discussion together into a conceptual framework,
presented through pathways, which will be used in this research to explore whether,
how and why co-operatives reduce poverty at the village and household levels. Finally

in section 3.8 I present some conclusions.

3.2 THE MEANING AND CHALLENGES OF CO-OPERATIVE
GOVERNANCE

3.2.1 What is governance?

The word governance emerged from a Latin word meaning to steer or give direction
(Cornforth, 2012). It is about rules, regulations and procedures, as well as about

relationships and communication (Novkovic, 2013a). The Co-operative Housing
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Federation of Canada (2010) defines co-operative governance as how directors, and the

members that elect them, set and provide overall direction for the co-operative.

When we talk about governance, are we then really just talking about management? It is
important to distinguish between the two (Carver, 2007). Although both are important
within co-operatives, they have distinct roles. Using a building metaphor, governance
can be seen as the architecture and inspection with management as the construction
component, undertaking daily building activity guided by the architect's plans and
aware of the inspector's presence and requirements’. This distinction between
governance and management also draws in concepts of control and that of checks and
balances to ensure that each body is doing its job well. A notion put forward by Shah
(1995) that the board gets the management it demands, can be extended to the idea that
members also get the leadership they demand, and that ‘good governance is the best
guarantee for good management’ (Shah, 1995:203). These issues are explored further

throughout this chapter.

Although the term governance has often been used synonymously with government
(Jordan et al., 2005), they should not be confused here. The discussion in this chapter
focuses on organisational governance (rather than on public administration), drawing on

both corporate and co-operative governance literature.
3.2.2 Challenges for co-operative governance

Chapter 2 discussed some of the challenges that co-operatives have faced throughout
their history. This included the struggle for autonomy, and identifying the appropriate
levels of external support and member control. It included challenges linked to electing
and hiring the most appropriate leaders, as well as equal member participation and
access to benefits. The majority of co-operative governance studies, which discuss such
challenges, have been based in Europe or North America (Cornforth 2002; Cornforth
2004; Hendrikse and Nilsson 2012; Spear 2004). Here I discuss three of the main
challenges, which emerged from the literature, showing how they are also core

governance issues for many African co-operatives.

% Personal e-mail communication from Dr Fred Freundlich, Faculty of Business in Mandragon University,
Spain, on 5™ January 2014
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Ownership and control

One of the main challenges for co-operative governance (as with corporate governance
in many cases) is ensuring that ownership and control are not separated (Jussila et al.,
2007), and that owner-member interests are protected in the way co-operatives are run
and managed (Cornforth, 2004). The difficulty encountered by a /arge number of small
members (Wade et al., 1990) provides a challenge to this area: how control can be
effectively exerted over other influential actors involved in the governance of a co-

operative, to constrain their power and ensure member control (Spear, 2004).

In Africa the challenge in this area is two-fold. As discussed in section 2.2.2, the
historical relationship between African co-operatives and their governments has meant
that officials sometimes played a direct role in governing and running co-operatives.
The second challenge for Africa in this area is in overcoming the legacy of management
corruption, which contributed to the collapse of many co-operatives throughout the
continent in the 1980s and 1990s. A recent counter trend can be seen emerging with a
move to become more independent from the state and to find ways of returning control

to owner-members (Develtere et al., 2008).

Inclusiveness and member participation

The challenge with respect to inclusiveness and member participation is two-fold —
whether co-operatives are open to all who meet the requirement for membership, and
whether they allow members to equally participate in their governance. These areas
have been explored in Chapter 2, which includes a discussion of whether the poor and
women are members of co-operatives, and their levels of participation. Here, I explore
the implications of different levels of inclusiveness and participation for co-operative
governance. In a discussion of member-based organisations in the UK, Spear et al.
(2009) present a scenario where, over time, membership declines or becomes inactive.
In such cases they argue that the organisation may end up being run by an elite board or
full-time staff, and result in boards losing their legitimacy and accountability. It also
becomes more difficult to find members with the right skills to stand for board

elections, thus weakening the ability of the board to hold management to account.

In Africa many co-operatives are facing a number of challenges in their membership
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composition. The numbers of women and youth members remain significantly lower
than older male members (ILO, 2012)". Many of the reasons for these challenges are
rooted in history and culture, such as land ownership favouring the male head of the
family, with possible links to the phenomena of gendered institutions (see Box 2.1). As
discussed in Chapter 2, a debate has also emerged on the extent to which the poor are
members of co-operatives, and their participation in leadership (including on boards).
Some African governments have begun to recognise these governance challenges and
have tried to address them through co-operative policies and by-laws. For example, in
Kenya the new constitution passed through parliament in 2012, requires members of all
elective or appointive bodies to be composed of no less than one third from either sex
(Constitution of Kenya, 2010). What this will mean for women’s membership,
participation and leadership in co-operatives remains to be seen. A number of countries
(including Lesotho and Uganda) have also set up support structures within the co-
operative movement to encourage a greater involvement of youth (Hartley, 2014),
whilst others have introduced new codes of co-operative governance in this area (e.g.

Mauritius).

Degeneration of co-operatives

Three forms of degeneration can be identified as taking place within some co-operatives
in developed countries: constitutional degeneration, characterised by restricting
membership and recruiting employees that allow members to retain more of the surplus
(Miinkner, 2004; Jones and Kalmi, 2012); organisational degeneration where
participatory structures become limited and co-operatives are dominated by elites
(Miinkner, 2004); goal degeneration where external market pressures may mean that co-
operatives focus less on social goals, degenerating to become similar to other businesses
(Miinkner, 2004; Spear et al., 2009). Co-operative values and principles are intended to
counter this degeneration but where these are not well understood, or where hybrid co-
operative models (see section 2.3.2) exist this may be more difficult (Miinkner, 2004;
Spear, 2004). Isolated co-operatives working on their own may also face greater
difficulties in avoiding degeneration than networked co-operatives that have developed

supporting structures within the movement (Jones and Kalmi, 2012).

7 An exception to this is the new financial co-operatives sector, where women and young people are more
prominent
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In Africa, the challenge in this area goes back to the historical origin of co-operatives
and the extent to which they developed from co-operative values and principles in the
first place. The top-down manner of their introduction to the continent may mean that
people did not necessarily choose the co-operative form so much as they were required
to join it, facing little alternative in marketing their produce. Their continued
membership may signal the limited presence of other formal institutions in rural Africa.
Although this should not detract attention from the importance of the form in organising
people, it means that members may have little awareness of co-operative values and
principles (Wanyama, 2009), which may not have been the driving force in bringing

them together.

How can these governance challenges be addressed to optimise the impact of this form
on poverty? In the sections below I analyse different components of governance, and

how they influence the way co-operatives operate.

33 THE RELATIONSHIPS IN CO-OPERATIVE GOVERNANCE: FINDING
A BALANCE

In this section I discuss the first of three components of co-operative governance, taking
a closer look at the relationships between co-operatives’ internal and external actors.
This includes members, board directors and staff, as well as their relationship with
external stakeholders. I examine existing co-operative governance theories, in the
context of these relationships, to understand their relevance for the African context. I
propose the concept of balance to understand how these relationships might address

some of the challenges discussed above.

The literature on co-operative governance is limited, and where this exists it has often
been borrowed and extended from corporate governance (Cornforth, 2004; Danda,
2011). This focuses on the roles and responsibilities of the board of directors or on
board-management relations (Cornforth 2002; Cornforth 2004; Spear 2004; Hendrikse
and Nilsson, 2012). A popular governance model for non-profits (Nobbie and Brudney,
2003), the Policy Governance model developed by John Carver in the 1970s (and which
has been adopted by some co-operatives in developed countries) recognises that
governance must begin with owners, but then also places a heavy importance on the

board (Carver, 2007).
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Perhaps because of this origin outside of the movement, co-operative governance
theories often only refer to members in relation to the board rather than in their own
right, as may have been expected in a form where members play such a key role.
Another reason for this lack of member centrality may be that in developed countries,
where many of the theories originate, co-operative members are playing a limited role in
governance. For example in UK consumer and user co-operatives only between one and
five percent of members participate in board elections (Spear, 2004). In other parts of
the world co-operatives have emerged and developed differently, suggesting the need to
adapt governance thinking to their context. For example, in some countries in East and
Southern Africa co-operative policies stipulate levels of quorum before member
meetings can begin or voting can progress (Theron, 2010). In Zimbabwe this is set at a
quarter of the membership (Theron, 2010), and in Kenya the policy states that the by-

laws in each co-operative should stipulate this level (Co-operative Societies Act, 2005).

Cornforth (1995, 2002, 2004) provides some of the most extensive discussions on co-
operative governance, approaching this from a European organisational and
management background. He outlines six predominant theories of corporate boards,
and examines their applicability to co-operatives: i) a democratic model; ii) principal-
agent theory; iii) stewardship theory; iv) resource dependency theory; v) stakeholder
theory; vi) managerial hegemony theory. He concludes that one unifying theory is not
likely to be useful given the complexities involved (Cornforth, 2004). Instead he argues
for an approach that brings together multiple theories and highlights the important
paradoxes and tensions that co-operative boards face. He identifies three key paradoxes
and argues that these can be used to improve understanding of the reality within

organisations (Cornforth, 2004). These are the tension between:

1) Board roles of controlling and supporting management;

i) Board members who are representatives of a membership group, and experts
responsible for organisational performance;

ii1) Board roles of driving performance and conformance — the organisation

remains accountable and behaves prudently whilst improving performance.

Cornforth acknowledges that a paradox perspective (which emphasises the tensions
between opposing points) is not always appropriate, suggesting that a focus may also be

needed on ‘balance’ (Cornforth, 2004). I propose a way forward from this discussion,
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adapting Cornforth’s three tensions into areas that need to be ‘balanced’ to resolve the
conflict in his paradoxes. I adapt these areas to address some of the co-operative
governance challenges identified in section 3.2.2, in order to explore how co-operative

governance in the African context can deliver real advantages to members and others:

1) Balance in control/partnership between members, the board and staff: this
brings members and other staff into this area of balance, alongside the board
and management;

i) Balance between a representative and an expert governing body: this area
remains relevant for the African context;

ii1) Balance in working with internal and external stakeholders: this latter group
(e.g. government and development partners) has played an important role in
the development of African co-operatives in many countries with a balance
needed in how co-operatives engage with them whilst ensuring conformance

to their principles.

Figure 3.1 below depicts this balancing scale showing the relevance of the different

governance theories, which are discussed further below.
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Figure 3.1: Balancing co-operative relationships

Control between members, Partnership between
the board and staff members, the board and staff

(principal-agent theory) (stewardship theory)

An expert governing body

(managfglsérye)gemony \ A representative governing body

(democratic governance theory)

Working with external \ Working with internal stakeholders
>

stakeholders (resource dependency theory)
(stakeholder theory)

Source: author’s own, drawing on concepts from Cornforth (2004)

The concept of ‘balance’ allows governance to be understood as not static, but as
something that is in constant flux. For example aspects such as regular competitive
board elections, can be added or taken away to alter the balance. Such aspects can
change motivations that drive the relationships between the different actors to tip the
scale one way or the other. Sound rules and structures (which can be understood as the
environment through which governance is operationalised, such as good management)
can be put in place to limit the overall movement from the different components.
Working towards a balance in the three relationship areas by members, the board and
management will allow the co-operative to be governed through democratic control and

joint ownership as stipulated in the co-operative identity. The notion of a ‘balance in co-
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operative relationships’ throughout this thesis will, therefore, refer to how the two

competing theories in each of the three relationship areas work together in this way.

Below, I apply each of the existing governance theories and extend them to include
more of a member focus, and consider their relevance to understanding the relationship

balance in the African co-operative context.

3.3.1 Control/partnership between members, the board and staff

Two governance theories are important here: the principal-agent theory and stewardship
theory. The principal-agent theory has its origins in economics and finance (Muth and
Donaldson, 1998), and has dominated corporate governance research (Daily et al.,
2003). It is based on a relationship where the owners or shareholders of the organisation
(the principal) delegate work to others (the agent), who perform this management
function (Walsh and Seward, 1990). These agents are usually the staff, with
responsibilities also often delegated to the board of directors who are sometimes
identified as a second level of agency (Daily et al., 2003). The ideal in this theory is an
unbroken line of integrity from principal to performance (Carver, 2007). The tension in
the theory arises through the ‘agency problem’ (Eisenhardt, 1989:58), which assumes
that agents have different interests from principals, breaking the line of integrity. Within
a co-operative I suggest that this line of integrity can be from the leadership of the
primary co-operative to the member, or within a co-operative network it can be from the
national or secondary co-operative leadership to the primary co-operative or its farmer

members.

The principal-agent theory argues that putting in place appropriate controls, incentives
and monitoring mechanisms on management is essential to achieving the principal’s
interests, rather than the agent’s (Mitchell et al., 1997). Controls include separating
strategic decision-making (the role of the board of directors) from decision-
implementing processes (the role of management). However, effective control
mechanisms would require director interests to be closely aligned to member interests.
Within a co-operative the most effective way of ensuring this would be for board
directors to also be active members, and to have an economic stake in the co-operative
(Old, 2009). Incentives can also be put in place to encourage management to act in the

best interest of shareholders or members, such as through remuneration packages
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(Walsh and Seward, 1990). With regards to monitoring, appropriate information
systems can be put in place, which inform the principal of what the agent is doing, to
curb agent opportunism (Eisenhardt, 1989). Some countries require co-operatives to
also have a supervisory board®, which plays a similar monitoring role with the board of
directors as the latter does with management. Monitoring mechanisms would thus need
to be in place between the principal and all three levels of agents (the board of directors,

management and the supervisory board).

Extending this theory further to co-operative members not only requires understanding
the extent to which staff and the two boards are accountable to general members, but
also the extent to which the latter are directly involved in important decision-making. In
Africa as attempts are made to rebuild the trust lost between co-operatives’ membership
and leadership, following their legacy of mismanagement and corruption, the principal-
agent theory helps in understanding and monitoring the motivations driving these

relationships.

The principal-agent theory has been criticised for only presenting a partial view of the
world and not capturing other complexities in organisational research, particularly those
beyond the economics literature (Eisenhardt, 1989). It is also criticised for its
questionable values about human behaviour and motivations, and the emphasis on
relationships based on distrust (Old, 2009). Stewardship theory is based on opposite

assumptions to principal-agent theory, making it an obvious counter-balance.

Stewardship theory has its roots in psychology and sociology (Davis et al., 1997), and
has been an important building block of organisational theory. In stewardship theory
managers want to act as effective stewards of the organisation’s resources and are seen
more as partners (Cornforth, 2004). They have no inherent conflict of interest with
shareholders (Muth and Donaldson, 1998) and, by working towards organisational
collective needs, their personal needs are also met (Davis et al., 1997). A stewardship
approach in governance has sometimes been referred to as a moral imperative, which

shows respect for the rule of law (Carver, 2007).

Rather than a relationship based on controls, incentives and monitoring mechanisms,

¥ Supervisory boards are smaller than the board of directors, and are also usually elected directly by the
membership
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stewardship theory is based on trust, autonomy and empowerment of management
(Davis et al., 1997). Indeed, the former set of characteristics can be counter-productive
in this relationship, potentially undermining the steward’s pro-organisational behaviour
and lowering their motivation (Davis et al., 1997). Stewardship theory therefore
encourages the board to engage with managers to improve organisational performance
rather than to ensure compliance with shareholder interests. It argues for a close
relationship between the board and management, with the latter often sitting directly in
key board positions (Davis et al., 1997). This would give stewards authority and
discretion to move strategy forward without facing accountability obstacles, and allow
for a more ‘hands-off” role for the board (Old, 2009). Extending this theory to general
members requires understanding whether co-operative staff are approachable to
members, and the extent to which they consult the wider membership and take their

opinions on board.

Criticisms of stewardship theory are linked to levels of risk associated with the potential
for trust to be betrayed, resulting in losses for the organisation (Davis et al., 1997). The
close alignment of management and governance structures under this theory can also
undermine the system of checks and balances, and make management opportunism
easier than under the principal-agent theory. The history of co-operative development in
Africa provides a challenge to stewardship theory. However, as co-operatives re-emerge
as more member-based and member-orientated, stewardship theory may have more

explanatory power.

A balance in control/partnership would therefore mean having appropriate checks and
balances on both the staff and the two boards (the board of directors and supervisory
board), as well as having members working in partnership with them to improve the
operations of the co-operative. Another possible aspect in the control/partnership
balance, which is not addressed in traditional governance theories, is the relationship
between members: to what extent do members work together and support each other to

improve co-operative operations?

3.3.2 A representative/expert governing body

I apply democratic governance theory and managerial hegemony theory to explore the

balance here between a representative and expert governing body. The democratic
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governance theory originated from thinking on public administration and local
government to deal with abuses of power in the democratic process (Bevir, 2011). The
theory is often discussed along two fundamental lines: representation and
accountability, which are core democratic values (Olsen, 2013). Representative
democracy promotes moral ideals and behaviour, which emphasise the character of
officials as much as their relationship to the public. Representative democratic
institutions are believed to lead to efficient and responsive public services, and to

responsible government (Bevir, 2011).

The close alignment of accountability to this theory emphasises that agents will act in
the interests of principals if they are made accountable to them (Bevir, 2011; Philp,
2009). That is if they have to explain and justify their performance to those they govern
and face sanctions for misbehaviour and power abuse (Philp, 2009). However, Olsen
(2013) states that effective accountability depends on the institutional settings within
which accountability processes take place, and which address important questions such

as who is accountable to whom? What are legitimate identities and roles?

Within co-operatives this theory emphasises that board members are elected by the
membership, that they are representative of as well as accountable to the electorate
(Cornforth, 2004). It allows for a lay or non-professional board, where anyone can put
themselves forward for election. Although expertise is desirable it is not an essential
requirement — the focus being instead on somebody that can effectively represent the

interests of members, and answer to them.

The managerial hegemony theory draws on sociology and psychology and has its
conceptual base in organisational theory (Old, 2009). It rejects the board of directors as
an effective governing body, and instead encourages an organisation dominated by
professional managers (Hung, 1998). Hung explains that there are both subjective and
objective factors, which lead to managerial hegemony. Subjective factors help to
explain a governance system in private companies, where management has controlled
the selection of board members. This results in co-optation of compliant directors,
interested in personal benefits (such as financial compensation, and the prestige and
status associated with board membership) rather than effective governance of the
organisation (Kosnik, 1987). Directors’ lack of independence from the incumbent

management means that, in order to maintain their board seat and associated benefits,
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they are expected to refrain from overt criticism of management behaviour (Kosnik,

1987).

Objective factors, which lead to managerial hegemony, include board directors’ limited
knowledge of the organisation (Kosnik, 1987). This is perpetuated by a lack of access to
the required information to make effective decisions, due to their reliance on
information provided by management (Hung, 1998). As such this theory depicts a board
that is passive, and merely providing a ‘rubber stamp’ for decisions made by
management (Kosnik, 1987:169). It is seen as ineffective in representing owner
interests, or maintaining effective oversight of management performance. Under the
managerial hegemony theory professional managers are able to assert growing control
over the organisation. Criticisms of managerial hegemony include its heavy focus on the
board’s control role with management rather than acknowledging its other roles and

responsibilities (Old, 2009).

In co-operatives this theory argues that having ordinary members on boards would
mean that they might not have the knowledge or expertise to effectively challenge
management decisions (Cornforth, 2004). The tension in this theory would be between
managers and directors asserting their expertise over the other to grapple control of the
organisation. In some African countries, the Co-operative Societies Act stipulates levels
of qualifications that board directors need to hold before they can stand for election.
However, these are often low. In Kenya, for example, the only requirement is for
directors to be able to read and write (Co-operative Societies Act, 2005), suggesting that
a knowledge and expertise gap may very well exist between managers and boards. With
a ‘new professional managerial class’ (Cornforth, 2004:18) emerging in Africa, this
knowledge gap may be extending and increasing the relevance of this theory to a

modern Africa.

A balance in a representative and expert governing body requires a board that combines
both functions - board directors who are able to relate to the membership and effectively
represent their interests, as well as have sufficient expertise to work effectively with

management and successfully run the co-operative.
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3.3.3 Working with internal and external stakeholders

Two governance theories are helpful in understanding the balance here: stakeholder
theory and resource dependency theory. Stakeholder theory became popularised by
Freeman (1984) in the mid-1980s. His widely referenced definition (Frooman, 1999;
Mitchell et al., 1997; Steurer et al., 2005) identifies stakeholders as ‘any group or
individual who can affect or is affected by the achievement of the organisation’s
objectives’ (Freeman, 1984:46). In co-operatives this includes the internal actors -
members, board directors and staff. It also includes external actors such as suppliers,
customers, investors, providers of capital and also their geographic communities (Allen,
2007). It can also include government officials and other co-operatives. In this last area,
it would consider the federating relationships from the primary community level co-
operative, to the secondary district level, and the tertiary national level, as well as to the

global level.

Using stakeholder theory to understand the leverage of external stakeholders in a co-
operative takes us to the ‘Principle of Who and What Really Counts’ (Freeman,
1994:411) for an organisation. The first part of this principle is about identifying who
the stakeholders of an organisation are, and the second part refers to their salience in the
organisation. Mitchell et al. (1997) identify three stakeholder attributes that help

managers to identify stakeholder salience:

1) Power to influence the organisation: the stakeholder can get the organisation
to do something that it would not otherwise have done;

i) Legitimacy of their relationship with the organisation: this can be based on
ownership rights or moral claims, with a perception that the actions of the
stakeholder are appropriate;

ii1) Urgency of their claim on the organisation: the extent to which stakeholder

claims receive immediate attention.

Stakeholders in possession of one attribute only are considered to have low salience,
those with two attributes are of moderate salience, and those that combine all three are
of high salience (Mitchell et al., 1997). Mitchell et al. also add a dynamic aspect to this
theory, and discuss how stakeholders can acquire or lose attributes throughout their

relationship with the organisation, so affecting their salience level. They also refer to
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latent stakeholders, and include those that might be potential stakeholders. They argue
that the potential relationship can be as relevant as the actual one (Mitchell et al., 1997).
In co-operatives latent stakeholders could include non-members, who might already
have some stake in the co-operative as customers of its services or simply as potential
new members. These stakeholder attributes help us to understand how and why
managers prioritise certain stakeholders, and respond to them in the way that they do. In
co-operatives this analysis would also need to include the relationship between directors

and stakeholders, and understanding the former’s prioritisation in these areas.

In co-operatives, as in investor owned firms, external actors may also play important
governance roles. In UK co-operatives there is a growing interest in multi-stakeholder
boards, which include external actors (Spear et al., 2009). This can result in some board
directors acting in the interests of their stakeholder group rather than in the interests of
the enterprise (Spear et al., 2009). The history of co-operative development in Africa,
discussed in Chapter 2, has shown that important external actors in the governance of
co-operatives there have been government officials. Although co-operative legislation in
many African countries now limits membership of the board to members (Theron,
2010), government officials may still attend as well as play an important role in board
meetings and member meetings. In some countries co-operative legislation stipulates
certain situations where the presence of government officials is required before
decisions can be passed. In Tanzania and Kenya, for example, the Registrar and District
Co-operative Officers (respectively) are able to remove the board of directors and
appoint an interim board if they believe it to be in the interest of members or the public
(Theron, 2010; Co-operative Societies Act, 2012). In other countries government
involvement continues to be required in areas such as financial accountability and health
and safety. This shows their continued high salience in many countries by possessing
attributes in all three areas (power, legitimacy and urgency). Stakeholder theory helps us
to understand that ownership may not be the only factor in the control of member-based
organisations (Spear 2004), and shows the importance of co-operatives working with

external stakeholders to successfully run their operations.

In the resource dependency theory organisations are placed within their wider
environment and their dependence on other actors and organisations for survival and

success is acknowledged (Cornforth, 2004). The leverage that this dependence then
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gives to the actor over the organisation and its internal stakeholders is critical to

understanding this theory (Frooman, 1999).

Here the role of the board is to manage the co-operative’s dependence on others by
ensuring good relations with key external stakeholders in order to get the resources they
need (Hillman and Dalziel, 2003), both for the co-operative and for individual members,
and to respond to external changes. This can include working with external stakeholders
such as banks or other investors and donors, or private farm input suppliers. It can also
include co-operatives working with other co-operatives for shared outcomes through the
federating structure, as well as with non-members who may be customers of the co-
operative’s products. Do these external actors support or undermine the governance and
operations of the co-operative? In resource strapped communities of rural Africa co-
optation by external stakeholders, which diminishes the supremacy of the General

Assembly and member control, can be an important governance issue.

A balance in working with internal and external stakeholders would therefore require
co-operatives organising around their members but also effectively leveraging support
and resources from external stakeholders without compromising member control.
Within a co-operative federating structure this would require a polycentric system of
governance, which safeguards each co-operative’s decision-making processes, and
allows ‘many centers of decision-making which are formally independent of each other’

(Ostrom et al., 1961:831).
3.3.4 Interdependence of relationship theories

The balancing scale depicted above in Figure 3.1 also suggests that the different
theories might combine to influence the overall balance in co-operative relationships.
For example, a balance in control and partnership between members, directors and staff,
and between an expert and representative board, could allow directors and staff to
recognise members as a high salience stakeholder. This recognition of members’ power,
legitimacy and urgency could mean that directors and staff seek out and prioritise
member involvement throughout the running of the co-operative. Combining other
areas, such as a balance between an expert and representative governing body as well as
between working with internal and external stakeholders could mean that board

directors are able to understand the specific needs of members and successfully secure
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resources from external actors to directly meet them.

This suggests that the balance in each of the three relationship areas is interdependent: a
dip in one area can alter the balance in another, and influence the overall position of the

scale.
34 (RE)ENTRY AND EXIT FROM THE CO-OPERATIVE

On joining a co-operative, members can participate in it in different ways. On leaving a
co-operative, they can withdraw from it in different ways. In this section I discuss the
second component of co-operative governance by looking at how member entry or exit
can strengthen or weaken governance processes. I use the word ‘(re)entry’ to show that
entry can involve new members or returning members that have been inactive in the co-

operative for a while.

A framework on ‘exit, voice and loyalty’, developed by Hirschman (1970), explores the
choices that members have when they become dissatisfied with their organisation and
how those choices help to repair the organisation or lead to its decline. On
dissatisfaction members can exit, or members can remain and exercise voice by taking
their issues directly to management or others in authority (Hirschman, 1970).
Hirschman also introduces the concept of member loyalty into this equation which,
taken to an extreme can turn exit into an act of betrayal, has the potential to hold exit at
bay and activate voice (Hirschman, 1970). Similarly high entry costs (such as
membership fees) or high exit costs (such as ideological or emotional affiliation to a
group) can limit exit and promote voice (Hirschman, 1970). Whichever option is taken
(exit or voice), both have the potential to weaken or strengthen co-operative
governance, depending on the extent of the exodus or the way voice is exercised. For
example, exit can weaken areas such as the co-operative’s collective and pooling
capacity. Or it can send a clear message to the co-operative’s leadership, which helps to
instigate change and improve the operations of the co-operative. Similarly voice can be
used in an antagonistic way to undermine the leadership, or it can be used constructively

to improve and support it.

However, Hirschman’s model largely views exit as a definitive act rather than

understanding it as a dynamic process. This can be illustrated by looking more closely
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at the different ways that members might participate in farmer co-operatives. Three key
ways of participation can be considered: i) economic participation, for example through
regular delivery of farm produce; ii) service participation either as customers or users,
for example of a farm inputs store; iii) voice participation, for example through
attendance at member meetings and voting. Dissatisfaction may mean that whilst
members continue to sell their produce to the co-operative (perhaps due to a lack of
marketing options), they have withdrawn in other ways — perhaps no longer
participating in meetings or using the co-operative’s services. This suggests varying
degrees of activity and inactivity amongst the membership, and that entry to and exit
from the co-operative do not always have clear defining lines. Figure 3.2 below depicts

this situation.

Figure 3.2: Member participation or withdrawal: degrees of activity and inactivity

voice

economic

service

Source: author’s own

The overlapping circles show the degrees of member participation or withdrawal in one,
two or all three economic, service and voice areas. The place where all three circles
overlap represents the greatest level of participation in the co-operative, with member
withdrawal occurring with a move towards the perimeter of each circle. Entry to the co-
operative can occur with member participation in any one area, with complete exit

occurring on withdrawal from all three areas.

Hirschman’s concept of loyalty, which affects member entry and exit in these three
areas, can be further dissected through Jussila et al’s (2012) concept of member

commitment through three avenues: i) organisational identification ii) organisation-
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based self-esteem iii) psychological ownership. These three areas provide a more
detailed insight into Hirschman’s concept of loyalty, helping to illustrate its links to
entry and exit. In the first area of organisational identification, members identify with
the co-operative’s goals and values, which influence their commitment to it. This also
includes a perception of the co-operative operating in member interests. Organisation-
based self-esteem is based on a sense of personal importance experienced as a member
of the co-operative and a belief that ‘I do count in this organization’ (Jusilla et al.,
2012:4). Commitment here is also linked to whether the co-operative provides help in
times of trouble, instilling a belief in the member that they are supported by the co-
operative when this is required. Psychological ownership is linked to a sense of
possession and the emotional importance of the co-operative to the member. This is also
closely aligned to members feeling that they control the co-operative. However, Jussila
et al., argue that merely participating in co-operative governance is not sufficient to
ensure psychological ownership. What is needed is the perception that change has been
brought about through use of voice. The perception of whether governing bodies
represent member interests is also important to gaining psychological ownership

(Jussila et al., 2012).

This understanding of loyalty suggests that if different components alter the balance in
the relationships and processes of governance, member participation (or loyalty to the
co-operative) and member withdrawal (or dissatisfaction with the co-operative) in the
three areas (economic, service and voice) may also alter making some members more
active whilst others less active. An example to illustrate this is if board elections are not
perceived to be fair, then psychological ownership of the co-operative may reduce
amongst members. This could lead to some members attending meetings less or only
selling part of their produce to the co-operative and taking the rest to competitors, so
leaving other marketing channels open for further exploitation in the future if

dissatisfaction increases.
3.5 CO-OPERATIVE ACTIVITIES: A BALANCE IN WHAT AND WHY?

So far I have discussed the first two components of co-operative governance: the
internal and external relationships, as well as how members participate or withdraw
from co-operatives. I now examine the third component, unpacking how co-operatives

engage in their different areas of activities. In section 2.3.1 I discussed how co-
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operatives have a dual economic and social identity, which might mean they have
multiple objectives to meet member needs in different areas. Here I unpack their
economic and social goals to understand the kinds of impact that they might have from
pursuing these multiple objectives and activities. I then discuss how co-operatives can

balance economic and social goals (or outcomes) in their different areas of activity.
3.5.1 Economic and social goals

Economic goals emphasise the economic interests of members and others in the wider
community. This includes activities that help to generate greater income and other
financial benefits. It might also include activities that are not directly linked to the
business of the co-operative, but nonetheless promote the economic interests of
individuals. It has a focus on the concept of self-reliance, and includes the aim to
accumulate capital and develop other resources in order to ‘remain free from all external
controls and directions’ (Danda and Bamanyisa, 2011:231). Social goals look beyond
individual or co-operative economic needs to wider social benefits within and beyond
the membership. This might include investments in public goods and services in
communities where co-operatives operate. Social goals incorporate a perception of co-
operatives as not just economic enterprises, but as associations that also ‘build social

and human capital’ (Canadian Co-operative Association, 2004:1).

Social goals can get ‘squeezed out’ and result in co-operatives degenerating to become
similar to other businesses (Spear et al., 2009:10). However, the reverse is also
dangerous: too great a focus on social goals can mean that the financial viability of the
enterprise is threatened (Spear et al., 2009). A balance is important, therefore, between
economic and social goals to preserve the dual identity of co-operatives (Novkovic,

2013b; Spear et al., 2009).

From goals to economic and social outcomes

Goals provide a useful way of understanding what co-operatives are aiming for, or want
to achieve. An insight into what they actually achieve requires exploring how these
goals lead to outcomes. In a study with farmer leaders and staff from 42 smallholder
marketing co-operatives in Latin America and Asia, Gouet and Paassen (2012) identify

three areas where the co-operatives engage in important activities for members:
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1) Direct involvement in marketing and /or service delivery;
i) Networking, negotiating and providing support;

iil) Collection and distribution of information.

Although each farmer co-operative will engage in different activities, I adapt these three
general areas to improve understanding of the different roles that they might play in a
rural African context, and how a balance in economic and social outcomes in these areas

might improve co-operative operations. The adapted activity areas are:

1) Use of collective and pooling capacity;
i) Direct service provision;

ii1) Networking and advocacy.

Collective and pooling capacity combines Gouet and Paassen’s first and third activity
areas. It captures the way marketing activities are carried out in co-operatives, and the
way information is collected and distributed through its networks. Direct service
provision captures Gouet and Paassen’s ‘service delivery’ to farmers by the co-
operative, and ‘providing support’. Networking captures Gouet and Paassen’s notion of
the co-operative bringing in service delivery and support to farmers from others outside
of the co-operative. This activity area can be extended to include a wider concept of
networking for advocacy purposes, beyond Gouet and Paassen’s discussion of co-
operatives as businesses. This wider concept captures the role of co-operatives, within a
federating structure, as a social movement actor (Develtere et al., 2009). These three

activity areas are captured in Figure 3.3, and discussed in more detail below.
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Figure 3.3: Balancing economic and social outcomes in co-operatives

Social outcomes

Economic outcomes

= Use of collective and pooling capacity
= Direct service provision
= Networking and advocacy

Source: author’s own
3.5.2 Use of collective and pooling capacity

Co-operatives provide advantages through collective storage, processing, packaging and
selling of member produce. Such collective action and pooling of resources can
generate economies of scale, which help co-operatives to pay a better price to farmers.
This, in turn, can stimulate greater competition in the marketplace (US OCDC, 2007),
and improve farmers’ marketing position in two ways: by strengthening their economic
negotiating position and by addressing local market imperfections (Gouet and Paasen,
2012). However, co-operatives do not need to buy all raw produce from farmers to
ensure competition in the marketplace. They can instead buy enough at a fair price to
‘regulate’ the market, and set a ‘baseline’ price for competitors. This can result in a
better price for farmers where there was previously a market imperfection (Gouet and

Paasen, 2012).

Collective action and pooling of resources can also impact farmers by reducing barriers
to their entry into the productive economy and improving their bargaining power (US
OCDC, 2007). It allows farmers to individually contribute small amounts of produce,
bulk them and market them jointly. It allows them entry into a marketplace that may be
dominated by large farmers, and can give them similar levels of bargaining power.

Collective action also allows co-operatives to bulk purchase (such as of farm inputs)
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and provide members with dependable supplies at competitive prices (US OCDC,
2007). This can improve the productivity of farms and lower production costs,
benefitting small farms in particular, and further reducing barriers to their entry into the

marketplace.

Co-operatives can also balance social outcomes by using their collective capacity to
bring members together for events, such as training (Ravensburg, 2009). The fifth co-
operative principle on education, training and information encourages general
knowledge promotion, not just around the business areas of the co-operative. This is
also linked to networking discussed below and the co-operative drawing in services,

such as training, from others.

3.5.3 Direct service provision

Co-operatives can provide a wide spectrum of services from credit and insurance to
consumer goods and farm inputs (US OCDC, 2007). Depending on their business
model, they may provide some of these services directly or tap into other sources for
access. A balance in economic and social outcomes in this area would require co-
operatives providing direct service provision in areas that benefit members
economically, as well as promote their social well-being. For example, co-operatives
that support the provision of farm inputs (economic outcome), as well as a hardship
fund (social outcome) accessible to members during crisis (such as when there are high
healthcare costs due to illness, or funeral costs due to death) are more likely to ensure
that children remain in school, or enable farm productivity to continue with minimal

disruption.
3.5.4 Networking and advocacy

Gouet and Paasen (2012) identify networking as the most important issue for co-
operatives. Of primary importance is networking and collaborating with key actors such
as local service suppliers and government officers to improve market opportunities,
farm conditions and access to technologies. Gouet and Paasen discuss the importance of
linking up with research centres to influence the direction of research, and to provide
information to farmers about new technological developments to improve production.

They also highlight the importance of farmer access to knowledge about markets, and
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ensuring a better fit between farm activities and market opportunities. The sixth co-
operative principle of co-operation among co-operatives also encourages networking
specifically within the movement, such as through the formation of unions and apex

bodies (Wanyama et al., 2009).

In addition to a networking advantage, the co-operative federating structure also allows
co-operatives to contribute to wider advocacy strategies that promote their sector or the
movement in general. Through secondary and tertiary structures, farmers in primary co-
operatives can raise issues and concerns in areas from accessing public resources to
shifts in government policy. This would provide them with a voice externally, outside of
their organisation. However, the fragmentation of the co-operative tiers in developing
countries (see section 2.3.2) means that many co-operatives, including across parts of
Africa, rise and fall without ever belonging to a secondary or tertiary co-operative
(Wanyama et al., 2009). This would limit both the networking and advocacy

opportunities available to co-operatives through the federating structure.

In section 2.5.2 I discussed two different types of co-operative support agencies: those
that originate from northern co-operative movements, and those from civil society or
multilateral bodies that sympathise with co-operative development but might see them
as tools to achieve other objectives. The former type of agency, which may itself be part
of a co-operative federating structure, is more likely to recognise and support the
advantages of the co-operative form in this area. The latter type may not place a value
on this structure and may even undermine it in the way it works with co-operatives
(Develtere et al., 2008). The approach of development partners is, therefore, important

to the networking and advocacy roles that co-operatives are able to play.

A balance in economic and social outcomes by the co-operative in this area would allow
it to negotiate other service delivery into its membership area, which recognises the
wider needs of farmers. For example, it would be important for farmer co-operatives to
support the provision of training by others to improve productivity in the produce area
that it markets, but also to work towards objectives of improving farm productivity in
areas unrelated to its business. The latter may not lead to economic outcomes that
directly benefit the co-operative, but may help promote wider social outcomes related to
the well-being of families. A balance in this area would also allow the co-operative to

contribute to wider networking and advocacy strategies that promote the needs of the
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sector or the movement in general.

3.6 CO-OPERATIVE PERFORMANCE: AN EFFICIENCY OR
EFFECTIVENESS APPROACH?

Irrespective of whether a co-operative has the explicit intention of reducing poverty,
these three components of co-operative governance (co-operative relationships, member
participation/withdrawal, co-operative activities) have the potential to combine and
affect overall performance of the co-operative, impacting poverty areas. Before we
explore how this might occur, we first need to agree on a meaning of co-operative
performance. In this section I discuss the importance of understanding co-operative
performance not just through traditional efficiency measurements, but also through the
concept of effectiveness. This allows an exploration of performance that embraces the

multiple objectives and activities of co-operatives.

Efficiency measurements and analysis are amongst the most commonly used tools to
measure firm performance within the agricultural and food markets (Hailu et al., 2005).
These measures try to capture the competitive advantage of businesses and their
viability in the market. As enterprises operating within the market, the performance of
co-operatives has often been viewed against such efficiency indicators. These indicators
capture the concept of technical efficiency: whether a business is able to achieve the
maximum output from a specified set of inputs (Hailu et al., 2005). Efficiency also
captures a second concept, allocative efficiency (or price): whether the inputs and the
prices paid for those inputs allow maximisation of profits (Hailu et al., 2005). Together,
technical efficiency and allocative efficiency provide a measure of economic efficiency:
whether resources are being used in an optimal manner to maximise profit (Boyle
2004). Against this concept of efficiency, studies have shown co-operatives to be
‘inefficient’ compared to investor owned firms (Ferrier and Porter, 1991; Gradziuk,

2012).

However, measuring the performance and impact of co-operatives can be a complex
process, perhaps more complex than for other organisational forms (Getnet and Anulo,
2012; MCDRN, 2013). This has led authors to call for a different approach to
measuring co-operative performance, which takes into account their different objectives

and raison d’étre compared to investor owned firms (Soboh et al., 2012). This
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alternative embraces the concept of ‘efficiency of organisation’, referring to an
organisation that generates a better outcome for the people involved (Milgrom and
Roberts, 1992:23-24). Others have referred to this alternative organisational
performance measurement as ‘effectiveness’ (Biloslavo et al., 2013; Ostroff and
Schmitt, 1993; Cameron, 1986). Whereas economic efficiency is about maximising the
result of an action in relation to the resources used, effectiveness is about achieving an

intended or expected result (Biloslavo et al., 2013).

A ‘co-operative efficiency model’, which I would classify as an effectiveness model,
was developed by Soboh et al. (2012) to compare performance in the European dairy
industry against a traditional economic efficiency model. The former model took into
account the different organisational objectives of co-operatives, beyond profit
maximisation. This included their ability to improve member income, to accept all the
produce that members deliver to them, and provide other services that members require
(Soboh et al., 2012). They found that in the traditional model investor owned firms were
overall more efficient. However, in the adapted co-operative model overall co-operative
performance improved, and that of the investor owned firms worsened (Soboh et al.,

2012).

However, is it an either or situation, or can organisations be both efficient and effective?
Bilosalvo et al.’s (2013) study of companies in the food and beverage industry in
Slovenia found that some companies were indeed able to manage this performance
‘duality’ to be both efficient and effective. This can be understood by recognising that
organisations operate in multiple domains, requiring that their performance should also
be viewed in a multidimensional way (Ostroff and Schmitt, 1993; Cameron, 1986). This
would mean that rather than looking for linear associations between organisational
attributes and performance, wider patterns of attributes and links should be explored

(Ostroff and Schmitt, 1993).

Within a co-operative organisational context this duality in efficiency and effectiveness
would recognise the multiple objectives and activities of co-operatives. This would
consider whether co-operatives maximise profit as well as whether they improve
margins to farmers (Boyle, 2004). It would also consider the role of co-operatives in

bargaining with customers (i.e. buyers and suppliers) to improve price and other
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delivery conditions for both the co-operative and the farmer. The dual efficiency-
effectiveness concept would also take into account other raisons d’étre of co-operatives
beyond the immediate economic context. The phrase ‘income enhancement’ captures
the contribution co-operatives make to a wider concept of income beyond the payslip.
In worker co-operatives this includes the notion of co-operatives not just providing
income through jobs, but providing good jobs which meet worker-member priorities in
areas such as job satisfaction or job security. This concept can be extended to farmer co-
operatives to understand the long-term relationship that they have with members. It
would include supporting members to improve productivity over time, and working to

raise, not just their current income, but also their future income.

In pursuing their social goals, co-operatives may also work to meet farmer priorities in
other non-income areas or areas not directly related to the business of the co-operative.
This may help to raise the overall well-being of their members, families and
communities. These wider considerations, central to the co-operative identity and
business approach, help to extend an understanding of co-operatives beyond the
traditional economic models of production performance to embrace the multiple
objectives of co-operatives and their many areas of activity. This allows us to
investigate how co-operative governance affects co-operative performance (through
both an efficiency and effectiveness analysis), and how that performance impacts
poverty. I discuss below how all these areas and their influencing links can be brought
together in a conceptual framework that I have called ‘pathways from co-operative

governance to poverty reduction’.

3.7  PATHWAYS FROM CO-OPERATIVE GOVERNANCE TO POVERTY
REDUCTION

In the sections above I discussed three different areas of co-operative governance: I
explored the internal and external actors in co-operative governance, and the importance
of a balance in their relationships; I looked at member participation and withdrawal and
how they can strengthen or weaken governance processes; I discussed co-operative
activities, and the importance of the first two governance components in achieving a

balance in economic and social outcomes in the activity areas. I introduced a number of

° Discussed by Terry Lewis (Principal at LIA Advisors in the US) at the ICA Global Research
Conference in Cyprus, 13-15 June 2013
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governance aspects throughout these discussions (such as the way elections occur in co-
operatives) to illustrate how they can affect the different governance areas and alter the
balance in the relationships and activities of co-operatives. This section now draws
these different areas into pathways to show how they influence each other, and how
they can combine to influence co-operative performance (from both an efficiency and
effectiveness perspective) to impact poverty at the village and household levels (see
Figure 3.4). In developing these pathways, I do not claim to capture all the links and
influences between co-operative governance and poverty reduction, but make some

progress towards understanding a complex reality.
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Figure 3.4: Pathways from co-operative governance to poverty reduction
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The two concentric circles on the left of Figure 3.4 show the internal and external actors
within co-operatives, and depict the balancing scale of their relationships. This allows
for a balance between control and partnership in the relationships between members, the
two boards (board of directors and supervisory board) and managers; between a
representative and an expert body; and working with internal and external stakeholders.
The latter would include the relationships that co-operatives have with local government
structures, donors, financial institutions, private companies and the wider co-operative
movement. The circle in the middle of Figure 3.4 depicts the activities in co-operative
governance and their balance of economic and social outcomes. This includes activities
linked to co-operatives’ collective and pooling capacity, direct service provision and in
networking and advocacy. The arrow between the two black circles shows how the
relationships and the activities affect each other, with the balance in one area affecting

the balance in the other.

The three orange circles at the top and bottom of Figure 3.4 show how, as the co-
operative impacts its area of operation, it can draw in new members or returning
members (who have been inactive for a period) increasing entry and participation in the
co-operative’s three economic, service and voice areas. An imbalance in the
relationships and activities can lower the co-operative’s overall performance, reducing
member loyalty, leading to dissatisfaction and withdrawal from the three areas. The
arrows from the orange circles to co-operative relationships and activities show how the
balance in these areas affects the degree of member participation or withdrawal, and

how this in turn can strengthen or weaken co-operative relationships and activities.

The benefits or disadvantages generated through these three components, including their
links to each other and the dependencies between them (shown through the arrows in
the pathways), can combine to influence overall co-operative performance (from both
an efficiency and effectiveness perspective) and impact poverty, either incidentally or
intentionally, at the village and household levels. This impact includes the extent to
which the co-operative not just increases the income of members, but also how it does
this over time, as well as raising the overall well-being of families and the wider
community where it operates. This can help to reduce poverty either at the member or
non-member household level, or at the wider village level. The arrows between these

different impact levels (at the far right of Figure 3.4) and back to the governance
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processes, show how they can impact each other to further reduce poverty.
3.8 CONCLUSION

The way a co-operative is governed is not only important for its organisational identity,
but can also affect its overall performance and the impact it can have on poverty. The
challenges that co-operatives have faced over the years (including those linked to
maintaining owner control, as well as wide and inclusive member participation, and
recognising and following co-operative values and principles) have affected co-
operative performance in many countries. I have developed the pathways in Figure 3.4

as a conceptual framework to improve understanding in some of these areas.

In the following chapter I discuss how the framework was developed through the
abductive approach, reviewed and adapted following each stage of data collection. In
Chapters 6, 7 and 8 I use the framework to analyse the empirical findings from the
study, examining its usefulness in understanding links between co-operative governance
and poverty reduction. In Chapter 6 I map the governance of the two case study co-
operatives onto these pathways, exploring different components and the links between
them. In Chapters 7 and 8 I examine how the mapped pathways affect the performance
of the co-operatives in their different activity areas, and how they impact poverty at the

village level as well as at both the member and non-member household levels.
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CHAPTER 4: METHODOLOGY AND METHODS
4.1 INTRODUCTION

In the previous chapters I discussed the research questions and the conceptual
framework (i.e. pathways from co-operative governance to poverty reduction), which
guide this research. Here I discuss my approach to the research, and the different
methods used to address those questions and apply the framework. This is an in depth
qualitative study that looks at a specific sub-sector in Kenya — dairy farming, working
with two primary co-operatives to understand their impact on poverty at the village and
household levels. The majority of the research was carried out at the local level,
exploring the views of both members and non-members of the co-operatives as well as
of directors and staff, and of government officials and others working with the two case

study co-operatives.

I begin in section 4.2 by discussing the approach taken to knowledge in the research. In
4.3 1 present the research design, exploring my case study approach and other areas. I
then go on to describe the sampling of research participants in 4.4 at the village and
household levels, before discussing the methods used in the research in 4.5. In section
4.6 1 explore the reliability and validity of the data, and in 4.7 I outline the approach
taken to organising and analysing the data. In 4.8 I provide a summary, indicating what

follows next.
4.2 APPROACH TO KNOWLEDGE
4.2.1 Philosophical approach

The research is informed by social constructivism: that the world is constructed by
human beings as they interact and engage in interpretation. As it is not possible to know
everything, there is never one complete truth (Marshall and Rossman, 2011), but rather
multiple views of reality captured through subjective points of view. I explore the
different opinions presented by research participants to understand how they perceive
reality. In places I combine this with more ‘objective’ quantitative data, such as by
asking farmers questions about the numbers of dairy cows owned and milk yields.
However, I do this as a way to delve into people’s perceptions of whether their situation

has improved or worsened, and to understand the processes of change from their
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perspective. In other areas a social constructivist approach is more obvious, such as in

developing a definition of poverty for use within the research.

The subjectivist view of reality is also crucial to applying the conceptual framework.
Objectivism would view culture within an organisation as something that it ‘has’, which
can be manipulated and changed to suit different actors (Saunders et al., 2012).
Subjectivism views this culture as something that the organisation ‘is’, which is created
and re-created through complex social interactions and other factors to which
individuals attach meaning (Saunders et al., 2012). It accepts that social interactions
between actors are a continual process, and that it is necessary to study the details of a
situation in order to understand what is occurring (Saunders et al., 2012). The
subjectivist view allows the research to explore the balance in the relationships between
the different internal and external actors in co-operatives, and focus on the factors that

they consider as important.

The nature of the research questions and the research design means that findings within
the research are associative. By developing and using the pathways from co-operative
governance to poverty reduction, I am not trying to trace outputs to directly attributable
inputs. Instead the pathways allow me to analyse how different components might
combine to influence each other, and the different kinds of impacts they might have.
This means that the research will be exploratory in nature, looking for linkages rather

than providing clear causal relationships.
4.2.2 Research strategy

The research strategy provides a logic around how to answer the research question
(Blaikie, 2007), with three main strategies evident: induction, deduction and abduction
(Saunders et al., 2012). A deductive strategy begins with the development of a theory,
which is then tested by collecting appropriate data (Saunders et al., 2012). An inductive
approach works in the reverse order and begins with data collection and analysis
(Blaikie, 2007). An abductive approach combines deduction and induction, moving
back and forth from theory to data (Saunders et al., 2012). It can begin from the
observation of a ‘surprising fact’ (Saunders et al., 2012:147) and then build up a theory
of how this might have occurred. An abductive approach captures how social actors

view and understand their world, and can be used to answer both ‘what’ and ‘why’
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questions (Blaikie, 2010).

This research follows an abductive strategy, which begins with the ‘surprising fact’ that
co-operatives reduce poverty. It embarks from this position to understand why this
poverty reduction occurs, exploring the motives and intentions that direct people’s
behaviour. A literature review was undertaken, along with four months of remote data
collection from the UK in collaboration with partner organisations in Kenya. Through
this process the conceptual framework began to be developed, drawing on an abductive
approach that moved from theory to data. This was considered appropriate as there is
significant existing literature on business management and governance from which to
begin the research. However, there is less literature linking co-operative governance to
poverty reduction. Thus the abductive approach helped to frame the management and
governance components of the research, and slowly build up the links to co-operatives
and poverty reduction. An abductive approach, which emphasises the social world and
the perception of the actors within it, is also consistent with a social constructivist

approach.

Phase one of data collection in Kenya was then undertaken, following which the
conceptual framework was revised. These revisions altered the stakeholder focus, which
initially emphasised the co-operative federating structure. After phase one, however, it
became evident that other external stakeholders (such as government and development
partners) were playing important roles in co-operatives, and the framework was revised
to also explore these relationships. After phase two of data collection in Kenya, the
framework was altered again. In depth discussions with co-operative members showed
that they were not merely ‘active’ or ‘inactive’. The framework was revised to
incorporate dynamic processes of entry to and exit from co-operatives, which better

reflected participant views of how they interacted with the case study co-operatives.
4.3 RESEARCH DESIGN

A qualitative research design was selected for this study, which is best able to make
sense of a socially constructed world and the human, interpretative aspects of knowing
about it (Ritchie and Lewis, 2003). Within the qualitative research design, a case study
approach was adopted. I discuss this here, as well as the selection of the case study

location from the national level to the individual co-operatives and villages. I then
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explore the different time horizons in the research, as well as the phased approach to
data collection. I also discuss how the research was designed for wider use, as well as

the use of a translator/research assistant within it, and explore some ethical issues.
4.3.1 Case study approach

A case study approach to the research was adopted, which can generate answers to
‘how’ and ‘why’ questions (Yin, 1994) and is compatible with the iterative theory
building process (Eisenhardt, 1989) essential in an abductive research strategy. An
advantage of the case study approach is its independence from prior literature or past
empirical observation, which gives it potential to generate novel theories (Eisenhardt,
1989). It also allows exploration of many themes and subjects, but from a focussed
group of people, organisations or contexts (Gray, 2004). This makes a case study
approach particularly relevant in governance research, where it can help to uncover the
relationship between a phenomenon and the context in which it is occurring, rather than

just describing a particular situation (Gray, 2004).

The same case study can include more than one unit of analysis (Yin, 1994). For
example, in organisational study “process units” might be included (such as meetings),
which help to explain outcomes for individuals (who may be the primary unit of
analysis). A tiered case study approach was adopted for this research, which allowed
multiple units of analysis. This included Kenya as a case study country; within which
was a case study district as the field site; a focus on dairy as the case study sector; two
primary case study co-operatives; and two case study villages (see figure 4.1). The
primary unit of analysis was the two villages, with a process unit of analysis included:
the two case study co-operatives. The rationale behind the selection of the different case

study tiers is discussed below.
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Figure 4.1: Tiered case study approach

Kenya

District X

Dairy co-op sub-sector

Village A Village B

Source: Author’s own

Country and district selection

Sub-Saharan Africa was selected for this research as it is lagging behind the furthest in
achieving the Millennium Development Goals (MDGs). Within Sub-Saharan Africa, the
East Africa region was selected as it is currently experiencing a revival and growth of
the co-operative movement, allowing the research to better capture its contribution. A
shortlist of five countries in the East Africa region was developed based on the presence
of co-operative research partners that work with the UK Co-operative College (which is
co-supervising this PhD), and might be willing to facilitate this research. A table was
developed to compare characteristics between countries, and to select one with optimal
characteristics (see Appendix 2). Kenya was selected from the shortlist as it had many
of the optimal characteristics for the research. The unique characteristics, which led to

the selection of Kenya were:

i) Presence of a four-tier co-operative federating structure. This allowed the
research to explore the relationship and (dis)advantages of the co-operative
hierarchy, particularly between primary societies and secondary co-operatives;

i1) Drivers for change were evident around the co-operative sector. This included

new co-operative legislation, allowing the research to explore how such changes
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might affect co-operative performance.

A number of different criteria were considered in further narrowing down the research
location and identifying District X. This included the presence of partners as well as

established primary and secondary co-operatives in field locations (see Appendix 3).

Selection of primary dairy farmer co-operatives and villages

Dairy farming as a sub-sector was chosen as it was more likely to include poorer
farmers than (for example) coffee, which requires land ownership. It was also chosen as
dairy farmer co-operatives (including those in District X) tended to have a larger female
membership than other farmer co-operatives, allowing the option to explore gender

dimensions where appropriate.

The two case study co-operatives themselves were selected to show extreme situations
of governance and function as ‘polar types’ (Eisenhardt, 1989:537). Theoretical
sampling in this way, which introduces variations within case studies as a research
design (Yin, 1994), was crucial to addressing the research questions and exploring the
scope of difference possible within governance, along with its impact. Eisenhardt
(1989) describes two cases selected for a study: one clearly successful firm and one
unsuccessful case, in order to build theories of success and failure (Eisenhardt, 1989).
Co-operative A was chosen as it had indications of a stable and well-functioning
governance structure. In contrast, Co-operative B was chosen because it had faced a
number of governance challenges (see Chapter 6). They were selected from the same
district to allow control for their external support structures: both were serviced by the
same government offices (including the same District Co-operative Officer and
Livestock Extension Officer), and received support from the same development

partners.

The two case study co-operatives drew members from distinct parts of District X, and
from a number of different villages. Two villages were selected for the study to allow
exploration of the impact on poverty by the case study co-operatives: one where Co-
operative A had a large number of members (Village A), and one where Co-operative B
had a large number of members (Village B) (see Appendix 4). These villages were

selected as they shared similarities in a number of different areas:
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1. Similar percentage of co-operative members;
ii. Similar distance from their respective co-operative office;
1il. Similar distance from the main road;

iv. The elected representatives responsible for both Villages A and B had been
from the case study villages since 2007 - this covered the five-year
timeframe of the study (see section 4.3.2);

V. A limited number of development partners working there.

Although criterion iv was important in understanding how members and their elected
representatives interacted with each other, it introduced a bias in the research. Due to
the presence of elected board directors, the impact of the co-operatives in the two case
study villages might be higher than in other villages where the co-operatives have
members. This impact would, however, be consistent across both case study villages.
With regards to criterion v, the limited number of development partners allowed easier
isolation of the co-operatives’ influence, but also had negative implications associated
with it. In areas where other actors operate co-operatives might be less important, with a

possibility that findings in the case study villages are exaggerated.
4.3.2 Time horizon

A cross-sectional time horizon was selected for this study, where data was collected at
one point in time (Gray, 2004), as opposed to a longitudinal study where data might be
collected over a longer period of time to track ongoing changes to a particular
phenomenon. However, within this cross-sectional study up to three ‘snapshots’ (Gray,
2004:31; Saunders et al., 2012:190) were included, which allowed the study to capture
data retrospectively at various points over a five-year period. Many of the participatory
exercises asked for details on how things had changed from 2007, to 2009/10 and to
2012 (for example, changes to milk yields over these three ‘snapshot’ periods). The
2009/10 snapshot allowed the research to capture changes during the drought that
occurred over this period, and to better understand the extent of recovery within

households and villages.

The five-year timeframe was set to coincide with the governance challenges being faced
by Co-operative B. It was also a period for which detailed records were more likely to

exist in the case study co-operatives. As much of the research was based on recall data
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(Holland, 2013), five years was also a length of time that people might remember. A
danger of retrospective questioning in this way, however, is deterioration in the quality
of data through problems of recall or post-event rationalisation (Ritchie and Lewis,
2003). This is a particular problem if trying to capture ‘exact’ numbers that will be
added up or averaged, as this research did in some areas. In order to minimise this
distortion different participatory methods were used (see section 4.5) to aid the

extraction of data, and to help in triangulation.
4.3.3 Phased approach to data collection

The fieldwork was carried out over two phases: four weeks from July to August 2012,
and four weeks throughout October 2012. The two-phased approach to data collection
was crucial to the study design and was consistent with the abductive approach to the
research, which allowed movement from theory to data. Phase one focussed on national
level interviews and data collection at the village level. Phase two focussed on data
collection at the household level (see Appendix 5). This approach to data collection was

important for a number of reasons:

1) The village level participatory exercises in phase one allowed me to meet a wide
range of people from the two case study villages, and to identify participant households

for phase two.

i1) It allowed the time to reflect when back in the UK in order to design the methods for

phase two with a real understanding of the two villages, and of many of the participants.

ii1) Returning to the villages in phase two helped to show participants my commitment
to the research and to Kenya. I found that this led to villagers taking me more seriously

in phase two, and being more committed to participating and facilitating the research.

The two months of data collection in Kenya were deemed sufficient as much of the
initial work for the empirical study, including planning and scoping, had been
completed remotely in collaboration with We Effect'’. This initial work also included

selection of the case study co-operatives. We Effect secured consent from the two co-

' We Effect was one of the field partners in this project. It is the development arm of the Swedish Co-

operative movement
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operatives to participate in the research before start of phase one, and identified
potential translators/research assistants as well as providing other logistics support. My
familiarity with Kenya from previous work, and We Effect’s continued facilitation of
the research on the ground meant that, for the two months of fieldwork, I could remain

focussed on collecting data.
4.3.4 Designing the research for wider use

In line with good practice, I was keen to design aspects into the research for benefit of
field partners (We Effect and Co-operative University College of Kenya [CoCK]'") and
draw on my ten years experience as a development practitioner. My previous experience
included working with donors, non-governmental organisations as well as with the co-
operative movement in a number of different countries. During the four months of
remote data collection in the UK, I worked with We Effect and CoCK in Kenya to
understand their needs from the research. At the start of the fieldwork I also approached
staff at the two case study co-operatives to gauge their areas of interests. Where specific
requirements were expressed, I incorporated additional questions into research activities

to explore them.

CoCK did not express any specific areas of interest, but were keen to use the research as
an opportunity to expose their lecturers to PhD level studies, and to promote general
research on co-operatives in Kenya. CoCK organised two workshops in its Nairobi
campus (one in each phase of the fieldwork), with lecturers and members of the national
co-operative movement (including We Effect Nairobi staff)'?. The workshops allowed
participants to engage with my research approach and discuss preliminary findings. We
Effect was interested in using the research to understand why some co-operatives in the
same area (and sometimes also in the same sub-sector) succeeded, whilst others failed’.
We used the four months of remote data collection to sift through organisational data of

different co-operatives, and to select the two case studies that would meet their

" CoCK was the second field partner on this project (along with We Effect). It is a higher education
institution delivering both undergraduate and postgraduate courses. It also provides training to members
and staff in the co-operative movement

12 Email correspondence with Migwi Wanjohi (Lecturer and Head of Research at CoCK), 13™ July 2012
and 2™ October 2012

" Conference call with Beatrice Okeyo (Project Manager at We Effect Nairobi), 4 April 2012, and on
13™ July 2012

Chapter 4: Methodology and methods



83

requirements as well as mine. I provided a report for them at the end of phase one,
which contributed towards a wider formal review of their current programme, and

considered future programming options.

Both the case study co-operatives expressed an interest in the research supporting an
understanding of how to improve milk deposits by members, particularly during the dry
season'*. At the end of phase two I delivered presentations in this area to staff and board
directors at the two co-operatives as well as We Effect regional staff. They were
followed by a half-day discussion and planning session at each co-operative, focussing

on practical areas to help resolve real organisational issues (Saunders et al., 2012).
4.3.5 Use of translator/research assistant

As I did not speak the local Kikamba language, We Effect staff in District X identified a
number of local translators that I could work with in the case study villages. Following
an interview and verbal translation test, I selected a male translator who was familiar
with the locale where I wanted to work. Although I was not able to find any female
translators to even interview, having a male translator/research assistant worked well.
He was able to bond with male participants in a way that I could not'’, and secure their
loyalty and participation within the research. From a security perspective, I also felt
more confident with a male assistant as we sometimes had to trek for up to half an hour

through uninhabited areas of the village to reach remote homesteads.

As ideas and concepts cannot always be easily translated into another language (Desai
and Potter, 2006), I designed and ran two half-day training sessions with the
translator/research assistant to minimise occasions where this occurred (one at the start
of each fieldwork phase). In these sessions we discussed the different methods that
would be used, and their objectives. These sessions were critical elements for successful
data collection (Ritchie and Lewis, 2003), and helped to ensure that the
translator/research assistant approached the research appropriately and understood the

issues surrounding the discussions. They also allowed discussion of key words that

' Interview with Manager of Co-operative A, 2n August 2012; Interview with Manager of Co-operative
B, 4™ August 2012
' This bonding was particularly noticeable when informal conversations moved to the topic of drinking
and second wives!
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would be used throughout the fieldwork and exercises (e.g. ‘village’, ‘household’,
‘poverty’, ‘wealth’), agreeing the meaning of these within the research and the Kikamba
translations. This process also helped me to learn a few key words in Kikamba, which I
could use to enforce some basic monitoring on the accuracy of the translations. As I
became more confident in the translator/research assistant, I gave him additional
responsibilities during the fieldwork, and developed his role into that of a research
assistant. Although we worked together at all times, towards the end of phase two, he

led some of the participatory exercises.
4.3.6 Ethical considerations

A core ethical consideration was that of informed consent, which is the most ‘hotly
debated’ ethical issue within social research (Bryman, 2004:511). An important aspect
of informed consent is ensuring that research participants have access to full
information about the research and its implications for them (Bryman, 2004). An
information sheet about the research was emailed to national level participants prior to
conducting interviews. A hard copy was also provided before the start of interviews to
all national and district level participants, and written consent was secured (including
from the two case study co-operatives). At the village and household levels, where
some of the participants were illiterate or semi-literate, verbal information on the
research was provided, with opportunities for questions. In these cases verbal informed

consent was secured in the presence of the translator/research assistant.

Other important ethical considerations included recognising the work and family
commitments of participants, and planning the research around participants’ schedules
as much as possible. This often included scheduling exercises early in the morning
before work on the farm began, or before church on Sundays. As the research was
undertaken with both co-operative and non-co-operative members, it was also important

to remain sensitive of any benefits or disadvantages found for either group.

The presentation of fieldwork findings also required ethical consideration. As the
research focussed on governance issues, and specifically looked at two opposing case
studies, I needed to ensure that the co-operatives and their members were not
stigmatised by the research in any way. I also wanted to ensure that participants were

able to speak openly about their impressions of the two co-operatives and in other areas.

Chapter 4: Methodology and methods



85

A decision was therefore made to anonymise the location, as well as guaranteeing
anonymity to the case study co-operatives and all participants at the district and local
levels. A coding system was developed to uniquely identify these different categories

and the people within them. In some cases pseudonyms have also been used.
4.3.7 Positionality

Within the relationship between the social researcher and the researched, O’Leary
(2010) discusses the importance of building trust to ensure that respondents talk
honestly and openly. She links this to power, and the need to minimise power
differentials (either real or perceived) with regards to positionality in areas such as

gender, age, ethnicity, socio-economic status/education, or place within a culture.

In the case study villages, my positionality was clearly affected by how I approached
them, as researchers often require permission from local leaders to enter a community
(Desai and Potter, 2006). On my first day in Village A, I was directed to the Elder
before anybody would talk to me. In Village B, although I met the Elder informally, my
requests for a formal introduction were brushed away. I soon realised that he was not
well respected. However, without this hierarchical support and official ‘approval’ of the
research in Village B, I found that I had to work harder than in Village A to bring

participants on board.

In both villages I introduced myself as a student. The importance that villagers placed
on educating their children allowed them to empathise with my goals and understand
that, unlike other research projects that might help deliver development benefits (Desai
and Potter, 2006), I would not be bringing any resources with me to their village. As
part of my positionality I also considered clothing carefully which, as a female
researcher, was particularly important in not being labelled negatively (Desai and

Potter, 2006).
4.4 SAMPLING OF RESEARCH PARTICIPANTS

Careful sampling of participants, particularly at the village and household levels, was
important to allow comparisons in many of the areas in which data was collected. I
discuss here my approach to sampling at these levels, and the importance of local

contacts in identifying appropriate research participants.
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4.4.1 Sampling at the village level

The sample sizes for the empirical study were kept at a manageable level as suggested
for qualitative studies, to ensure that they yield rich data (Ritchie and Lewis, 2003). A
total of 14 group exercises (see section 4.5) were undertaken across both case study
villages, with 97 participants altogether. This falls within the parameters recommended
by Ritchie and Lewis (2003) within a single qualitative study: approximately 12 to 14
groups, with 90 to 100 participants. The guideline for group exercises ranges from
between four and twelve participants per session (Bryman, 2004; Ritchie and Lewis,
2003; Saunders et al., 2012), with a small group size recommended for more complex
topics (Saunders et al., 2012). I aimed to have approximately six participants per
exercise, and I generally had between four and seven. Some of the group sizes were
small due to my sampling criteria — I prioritised talking to the right people rather than

meeting participant numbers.

Purposive sampling was undertaken at the village level to ensure that the people I
interviewed were relevant to the research questions (Bryman, 2004). A key contact in
each case study village (arranged through the two co-operatives)'®, helped to identify
participants for the first group exercise'’. This initial exercise drew a large bystander
crowd, providing me with the opportunity to meet other villagers and identify two
women co-operative members (my existing contacts were both male) who agreed to
also help organise research activities'®. I found that almost all homesteads had at least
one mobile phone, and I was therefore able to maintain direct communication with my

four contacts in the villages.

Specific sampling criteria were developed for each exercise (see Appendix 6), which

included a combination of the following participant characteristics:

- Co-operative members (active and inactive — see box 4.1) and non-members

- Women and men

' 1 paid these two key contacts a daily allowance recommended by the co-operative, which was usual
practice for the area
"I had a list of all members in the village from the two co-operatives, and also used this as a sampling
uide

® I did not pay these women as they were not regularly involved in organising research activities,
providing only supplementary support when the main contact had difficulty in identifying or reaching
particular women participants
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- Age and/or life-cycle stages

- Had been ‘adults’" for at least the last five years
- Dairy farmers and non-dairy farmers

- Location of home within the village

- Wealth category (where this was disclosed””)

- Participation or non-participation in other exercises

I then applied stratified purposive sampling, which meant that rather than selecting
participants with the same characteristics (homogenous sampling) for an exercise, I
selected participants that displayed some variation but were still fairly homogenous
(Ritchie and Lewis, 2003). This was done as consistently as possible across the two
villages. It meant that, for the village mapping exercise for example, I selected
participants living in different parts of the village or from different life cycle stages.
This helped to reduce bias in the data, such as participants only developing a map with
resources focussed on one part of the village or omitting resources such as schools and
nurseries. However, for some exercises certain characteristics were constant across all
participants (such as being actively engaged in dairy farming). Participants were usually

only selected for a maximum of three village level exercises.

' Age was not used to determine this as it seemed less important to the study population. Instead they
talked of people becoming ‘adults’ when they got married or when they were able to maintain themselves
(i.e. build their own dwelling within or outside the family compound, or contribute to the family food pot
by working, farming their own land, or jointly farming on family plots)

Y During the wealth ranking exercise in both villages, participants allocated wealth categories to
members. However, the names of members were only disclosed in Village B. It was considered to be too
sensitive an issue for disclosure in Village A
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Box 4.1: Conceptualising member activity for sampling purposes

The two case study co-operatives’ by-laws identified inactive members as those who had
not delivered milk for at least a 12 month consecutive period. However, some members
identified as inactive by the managers at the two co-operatives still attended member
meetings or training sessions facilitated by them. This indicates that activity was only
linked to member economic participation by the two co-operatives. Similarly, dormant
members were identified as those that that had been economically inactive for at least two
years. Although in this study I approach member activity and inactivity as a dynamic
process of participation and withdrawal (in the three economic, service and voice areas),
for sampling purposes I used the co-operatives’ definition in this area, but then applied
stratified purposive sampling to select ‘inactive’ members that showed varying degrees of

participation in the other two service and voice areas.

A critique of using groups in qualitative research is the problem of group effects
(Bryman, 2004), and dealing with reticent speakers or those who dominate. As I became
more familiar with the villagers, and began to understand their relationships to each
other, I was better able to plan group work and more effectively sample and facilitate
them to improve group dynamics (Mayoux and Johnson, 2007). In section 4.5 I provide

details on individual group exercises and their dynamics.

4.4.2 Sampling at the household level

I took a different approach to sampling at the household level, although this continued
to be stratified purposive sampling. At the start of phase two fieldwork, I met with three
key people in each village that I knew had a good understanding of the village and its
activities’’. I explained my sampling criteria for the participant households (this
included some of the characteristics listed above), and then suggested names of
members and non-members that I had met or was aware of from phase one”>. We then

discussed all possible participants and drew up a short list. I kept individual participant

*!'In Village A this included the Elder, the board director from the co-operative who resided in the
village, and an active general member. In Village B this included two ex-directors of Co-operative B and
one non-member

*? Secondary data from the co-operative was also used to compile these suggested names, such as data on
member activity levels (attendance at member meetings, co-operative training sessions, milk deposits
etc.)
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characteristics consistent across both villages where possible, and included those that

allowed a stratified approach to the sampling.

For non-member households we agreed on who would be the most appropriate person
to interview (this was based on my criteria such as gender and who looks after the cow,
and their suggestions on availability and other practical issues such as health). The
potential for selection bias through this process was minimised by my participant
criteria list, which meant that suggestions were limited to the few people within the
village that met this. During the meeting, the key people in the villages called potential
participants on the phone to secure initial agreement to participate. Where this was

given, contact details were shared with me.

A total of 28 households (14 in each village) participated in the research, which
included 30 individual interviews. In each village, interviews were conducted with eight
members (which included two people from a dual member household™, with a total of
four women members), and seven non-members (which included three women non-
members). The household exercises were carried out on a separate day following the
member and non-member interviews. Where possible these exercises were undertaken
with two adults, usually the person interviewed and their spouse*’. Ritchie and Lewis
(2003) recommend undertaking less than 50 individual interviews, within a single
qualitative research study, to ensure that the data collection and analysis remain
manageable. Although the total number of individual interviews in this research exceeds
that at 62, the eighteen national level interviews were only used to provide background
information for the study and were not analysed in the same systematic way as the 44
district and local level interviews. This sample size allowed in-depth exploration of my
research areas, but it also had some limitations. For example, the small numbers of
participants in different categories (such as those that were actively engaged in dairy

farming over the whole five year study period, or women dairy farmer co-operative

» A dual member household is where both the wife and husband are separate members of the case study
co-operatives

**In eight out of the 28 households only one adult was available for the household exercises. These were
either single adult-headed households, or other adults were away for the duration of the field research. In
three of the remaining 20 households the exercises were carried out together with the daughter-in-law or
mother-in-law of the person interviewed (the others being carried out with the spouse of the person
interviewed)
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members) limited the kinds of analysis and comparisons I could undertake.
4.5 RESEARCH METHODS

Multiple methods were used to collect data, and were important for the case study
approach to the research (Saez, 2013; Saunders et al., 2012; Yin, 1994). This allowed
for the development of converging lines of enquiry that follow a corroboratory mode
and make a finding or conclusion more convincing (Yin, 1994). In 4.6.1 I discuss the
importance of this in triangulating data, whilst I focus here on a discussion of each
individual method, examining what they helped me to discover as well as what worked
well and what did not. I begin by exploring my use of semi-structured interviews at the
different levels (national, district and local), and then discuss each of the other methods
at the local level. I also look at the importance of sequencing methods, and allowing

them to flow into each other.

At the local level data were collected through semi-structured interviews, transect
walks, as well as eight different participatory exercises at the village level, and five at
the household level (Hannan, forthcoming). Appendix 7 outlines the purpose of each
method in the research. A field diary was also kept throughout the two phases of data
collection as a way of recording observations, as well as planning and reviewing day-to-
day activities (Desai and Potter, 2006). It was also a useful way of overlapping data
collection with initial analysis in the field (Eisenhardt, 1989), consistent with an

abductive research strategy.
4.5.1 Semi-structured interviews

Interviews were carried out with different groups throughout the study area. The
interview design combined structure with flexibility (Ritchie and Lewis, 2003),
allowing for some open-ended questions to capture issues that may have been missed in
the more structured interview guide. The majority of interviews at the national and
district levels were recorded. To reduce intimidation and encourage open discussion, |
did not record interviews or participatory exercises at the co-operative, village or

household levels.
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Interviews at the national and district levels

At the national level, six elite interviews were undertaken with policymakers and top
management staff from central government ministries and apex co-operative structures
(see Appendix 8). Elite interviewing provides a way of understanding ‘what a set of
people think’ (Aberbach & Rockman, 2002:673), such as leaders within the co-
operative movement. They were used to understand the vision for the national co-
operative movement by people responsible for driving it forward. They also helped to
explain developments at the national level and how they were expected to impact the
local. The constraining factor of elite interviewing as a methodology is the difficulty ‘to
get in the door’ (Goldstein, 2002:669) and secure interview time with the appropriate
people. Both CoCK and We Effect had close working relationships with leaders in
Kenya’s co-operative movement, and set up many of these interviews for me. A further
12 semi-structured interviews were carried out at the national level with non-
governmental organisations, research bodies and donors. These helped to contextualise
development priorities at the national level, as well as the role of the co-operative

movement and the dairy sub-sector within them.

At the district level I used the co-operative stakeholder mapping exercise (see below for
details) to identify nine key informant interviews at this level (see Appendix 9), which
included local government officials, other co-operatives and We Effect staff. These
interviews explored the role of external actors in the governance of Co-operatives A and
B, as well as other ways that they might interact and work with the case study co-
operatives. The interviews also focussed on external stakeholder perceptions of the case
study co-operatives’ governance relationships and processes. These district level
interviews were set up with the help of the managers at Co-operatives A and B, as well

as We Effect regional staff.

Interviews at co-operative and household levels

Interviews at these levels were crucial to exploring the governance balance of the case
study co-operatives. Although they could not indicate exact angles on the scale
balancing relationships or social and economic goals (see figures 3.1 and 3.3), they
helped to draw a detailed picture of different aspects that could affect the balance, and

what this meant for the case study co-operatives and their stakeholders.
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Six semi-structured interviews were carried out with staff and board directors at Co-
operatives A and B. Repeat interviews were conducted with some of these interviewees
(usually the manager and/or chairman of the board of directors) to elaborate on
emerging areas of the research. My presence at the co-operative offices for the
interviews and to collect documentary evidence (see section 4.5.6), sometimes for the
whole day, also provided opportunities for informal conversations with other
administrative staff and milk attendants®. These interviews and conversations explored
the governance of the two co-operatives, delving into their internal and external

relationships, as well as how their different areas of activities were managed.

Semi-structured interviews at the household level were particularly useful for probing
member and non-member attitudes and opinions (Saunders et al., 2012), which were
less of a focus for the participatory exercises. They also allowed exploration of
individual motivations and decisions, along with their associated impacts and outcomes
(Ritchie and Lewis, 2003). For example, the semi-structured interviews were important
in understanding member and non-member participation in training sessions, and
changed practices as a result of this. Members were also asked additional questions on
areas including co-operative leadership and representation, providing insights into their
perception of governance relationships and processes at the co-operatives (see

Appendix 10).
4.5.2 Transect walk

A transect walk in each village, guided by a participant who had lived there for many
years and knew it well, was completed before the start of data collection at the local
level. In Village A, the Elder helped to identify the guide. In Village B, I asked the key
contact to be the guide as he had lived in the village for the majority of his life and
knew it well. I used this walk to understand the boundary of the villages, the main
resources within it (e.g. water points, schools), and historical information about them
(such as when they were first established, as well as future plans in these areas). It led to
discussions with the guide and other villagers met during the walk, about who owned
what portions of land, the different crops being farmed, and common farming

techniques. As the first research activity in the villages, it allowed myself and the

* Milk attendants were responsible for collecting and measuring member milk deposits
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translator to better contextualise the discussions that ensued with villagers.
4.5.3 A participatory approach

Participatory approaches to research and development emerged from the shortcomings
of top-down development (Cooke and Kothari, 2001), and tried to get closer to local
knowledge (Kothari, 2001). It attempted to address problems associated with externally
imposed research and development planning, by allowing the ‘people’ central to
development to influence and control the process (Cooke and Kothari, 2001), with a
promise of empowerment and transformative development for marginal people (Hickey
and Mohan, 2004). Others have approached participation as a human right (Desai and
Potter, 2006), where people have the right to influence the decisions affecting their

lives.

In the 1990s voices of dissent criticising participatory development began to emerge.
Central to the critique of this as an approach was that of power: its obsession with the
‘local’ having failed to engage with wider issues of power and politics, which questions
participation as a process of empowerment (Hickey and Mohan, 2004). Understanding
these power relations - between the local and wider levels, between the
researcher/practitioner and the participants, and between the villagers themselves - is
necessary in both effectively designing and interpreting participation (Mayoux and
Johnson, 2007). Cooke and Kothari (2001) identify three sets of ‘tyrannies’ to

participation:

1) Tyranny of decision-making and control: do participatory facilitators
override existing legitimate decision-making processes?

i) Tyranny of the group: do group dynamics lead to participatory decisions that
reinforce the interests of the already powerful?

ii1) Tyranny of method: have participatory methods driven out others that have

advantages participation cannot provide?

This research has tried to address the power critique and ‘tyrannies’ of participation in a
number of different ways. In an attempt to address ‘tyranny of decision-making and
control’, my entry into the two villages was staged through the case study co-operatives

and through key villagers (the Elder and key informants). In this way, I used existing
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legitimate structures and decision-making processes to help establish my research in the
two villages. With regards to ‘tyranny of the group’, the sampling approach was
designed to ensure that voices from specific groups of villagers were heard, and not just
those of a few outspoken ones. I also adapted to group dynamics to encourage wider
individual participation within the group (see discussion below on each individual
method). With regards to ‘tyranny of method’, I used semi-structured interviews in
addition to a range of participatory methods. Although the majority of the empirical
study at the local level focussed on participatory exercises, I used a variety of visual
material and data collection techniques to engage participants and stimulate

conversation in different ways.

My reflection on positionality within the research was also used to acknowledge power
inequalities between the researcher and those being researched (Mayoux and Johnson,
2007). My introduction to the villagers as a student (a role that they could all understand
and empathise with), my use of a local translator/research assistant, my attention to

clothing etc. (see section 4.2.3) were all used to help in this.

Participatory exercises at the co-operative level

Two participatory exercises were carried out in Co-operatives A and B, consisting of
between three to six people in each. Participants included one or two staff members (the
manager and/or the secretary) and two to four board directors. Both the exercises were
carried out together in each co-operative, with the same participants. Similar to the
interviews at the co-operative level, these exercises explored how different stakeholders

(both internal and external) interacted with and influenced the case study co-operatives.
Stakeholder mapping

Participants were given a sheet of flipchart paper and pens, and asked to identify the
different levels of stakeholders that they interacted with. I suggested that they start with
a core circle of stakeholders closest to them. This exercise elaborated on the influence
and interests of different stakeholders (VSO, undated), and identified the main external
actors for the semi-structured interviews at the district level. Both staff and directors at
the two co-operatives participated well in this exercise, either contributing to the

development of the physical map or engaging in the verbal discussion.
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Figures 4.2 (left) photos of stakeholder mapping exercise, and 4.3 (rvight) developing
stakeholder map at Co-operative A°°

Co-operative timeline

Participants were given a sheet of flipchart paper with a line drawn horizontally from
one end to the other. I gave out pens, and asked participants to identify the main
developments in the co-operative since its establishment, and the impact of these on
members and others. This exercise worked well in understanding the ‘identity’ of the
co-operative (VSO, undated), and allowed a discussion of important historical markers
and actors. Directors often had more knowledge in this area than staff (who had usually
joined the co-operative at a later date), talking eloquently about the history of the co-

operative, and their ambitions in different areas.

2% Photo taken during fieldwork in Kenya by Rowshan Hannan, October 2012
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Figures 4.4 (left) photos of co-operative timeline exercise, and 4.5 (right) completed
timeline chart at Co-operative B*

| .

Participatory exercises at the village and household levels

All exercises at these levels were designed to be accessible to illiterate or semi-literate
people, with minimal writing used in exercise materials (often just dates or numbers).
Where written words were used these were in Kikamba, with a pictorial representation
next to them. Although many of the participatory exercises required participants to
allocate seeds to different areas, the instructions clarified that they did not need to count
them but could just allocate an amount that they thought was appropriate. Participatory
exercises at both the village and household levels were designed to explore poverty,

including whether, how and why it might have changed over the five year study period.
Village level exercises

It was first necessary to identify the boundaries of the villages to limit participation to
these areas. In Village A this was agreed with the two key contacts in the village and the
Elder. In Village B this was agreed with the two key contacts and a previous co-
operative director. In both cases they suggested following the formal village boundaries

outlined by local government.

Six different participatory exercises were carried out at the village level. I ran some of
these exercises twice in each village (once with a group of women, and once with men),

making a total of nine exercises conducted in each village. Typically the exercises took

*7 Photo taken during fieldwork in Kenya by Rowshan Hannan, October 2012
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between 40 minutes and one hour to complete, and were conducted outside in an
appropriate homestead with easy access for the participants taking part. The exercises
moved indoors only when it rained. As explained in section 4.4.1, I generally had
between four and seven participants in each exercise, with individual participation
usually limited to a maximum of three exercises. Although, for many of the exercises
there were other people observing on the periphery, I ensured that the group sat apart
from this crowd (often under the shade of a different tree). In Village A, 27 different
participants were involved in these nine exercises, and in village B there were 31
different participants. As also explained in section 4.4.1 participants were selected
according to criteria developed for each exercise, using a stratified purposive sampling

approach.
1. Village mapping

Two mapping exercises were carried out in each village (one with a group of women,
and one with men). I asked participants to draw their village in order to understand
where they go to get important resources (VSO, undated). This led to discussions about
who could access which resources and why others were not able to (e.g. the distance of
free water points, such as dams and rivers, from some parts of the village meant that
people had to buy water from private vendors whilst others did not). The women were
generally slower in taking up the pen and mapping. But once they did, they were just as
eager as the men, with lively discussions and disagreements taking place about what

went where.
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Figures 4.6 (left) photos of women’s mapping exercise, and 4.7 (right) developing map
in Village B*®

ii. Wealth ranking

One wealth ranking exercise was carried out in each village with a mixed group of
women and men. Participants identified different wealth categories in their village, and
were then given 100 seeds representing all the people within the village. They allocated
the seeds to the different wealth categories as they perceived the situation to be
currently (in 2012), and another 100 seeds for five years previously (in 2007). Although
this exercise ran smoothly in both villages, participants ranked according to household
rather than individual wealth status. This meant that wealth categories of non-family
members residing within the homestead (such as of labourers), as well as intra-
household wealth differences, were not necessarily reflected. I realised that this was a
sensitive distinction to capture in such a group, and did not re-clarify the instructions.
Some of these issues are discussed further in Chapter 8. Participants also undertook
similar wealth ranking of co-operative members in their village. In Village B, one or
two participants discretely disclosed the names of the members allocated in each

category, but in Village A they refused saying that it would not be respectful.

The men tended to dominate this exercise in both villages, doing almost all the ranking.
I directed many of my questions at the women, and they contributed to the discussion
rather than the physical ranking. The wealth ranking exercises were instrumental to

developing a multidimensional understanding of poverty in the two villages, and helped

*¥ Photo taken during fieldwork in Kenya by Rowshan Hannan, August 2012
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to identify eight ‘priority areas’ that were important for people’s well-being®. These
priority areas were incorporated into some of the other participatory exercises, as

discussed below.

Figures 4.8 (left) photos of wealth ranking exercise, and 4.9 (right) wealth ranking
scores in Village 4™

iii. Village timeline

A timeline was developed with a mixed group of women and men in each village,
tracing milestones or key achievements for the village (VSO, undated) over the five
year study period. Discussions focussed on why events occurred as they did, and what
this meant for the village. Although I wanted participants to mark these events using a
pen on flipchart paper, they seemed reluctant to do this. This was the only exercise
where villagers were required to do some writing, and this aspect did not work. In the
end, I did the writing for this exercise in both villages, while participants directed me.

However, the discussions flowed well, with good participation of both women and men.

* These eight areas were: i) access to water; ii) food intake; iii) access to healthcare; iv) children
successfully completing primary school; v) quality of homesteads; vi) access to land for livelihoods; vii)
livestock ownership; and viii) access to knowledge and training on livelihoods (see section 7.3)

%% Photo taken during fieldwork in Kenya by Rowshan Hannan, August 2012
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Figures 4.10 (left) photos of village timeline exercise group’, and 4.11 (right)
completed village timeline chart in Village B

iv. Village trendlines

Two trendlines exercises were carried out in each village (one with a group of women,
and one with men). Each group was presented with an axis drawn on flipchart paper
(the bottom axis representing years, and the side representing ‘high’ and ‘low’). They
were provided with a length of string and asked to arrange it on the paper to show
trends in the eight priority areas (identified from previous village level exercises) over
the five-year study period. A string was given rather than a pen to allow participants to
change the shape of the trendline as discussions progressed, and to encourage
collaboration within the group. Once a trendline was agreed I traced the outline with a
pen. This was one of the exercises with wider participation from the group, with two or

three people often working together to shape a trendline.

*! Photo taken during fieldwork in Kenya by translator/research assistant, August 2012
*? Photo taken during fieldwork in Kenya by Rowshan Hannan, August 2012
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Figures 4.12 (left) photos of women'’s trendlines exercise, and 4.13 (right) trendlines
chart being developed in Village A™

V. Village resource scoring

This was the only village level participatory exercise carried out in phase two, designed
to fill gaps that emerged in the data and to further triangulate information at this level. It
was a matrix scoring exercise, carried out with a mixed group of women and men in
each village, to capture changes to resources within homesteads over the five year study

period. The resource areas included:

1) Practice of rainwater harvesting
i) Ownership of water tanks

ii1) Ownership of fuel efficient stoves
v) Ownership of animal fodder store

V) Women generating their own income

Participants were given one seed representing each homestead in the village™, and
asked to identify how many had each of the above resources or practices in 2007 and in
2012. This exercise was conducted first in Village A, where participants asked for
clarification on the definition of some of the resources. These were agreed within the
group, and the same definitions were given to participants in Village B. In designing
this exercise I assumed that participants would estimate the allocation of seeds for each

resource area. However, in Village A the group counted individual homesteads together

*3 Photo taken during fieldwork in Kenya by Rowshan Hannan, August 2012
** This was 53 in Village A, and 123 in Village B
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and decided on the seed for each resource area. In Village B, they divided the village
into sections and asked two or three participants to agree an allocation for their section.
For some of the resource areas participants mentioned that they may be out by one or

two seeds as they were not sure about certain homesteads.

The village resource scoring exercise also ranked changes to different livestock
ownership (cows, goats, poultry and bulls) and fruit production in the villages.
Participants were given 100 seeds, which represented all the dairy cows or fruits (for
example) that were currently owned or produced in the village (in 2012), and asked to
allocate seeds to these areas for 2007 and 2009/10 to show how ownership or

production had changed over the years.

Figure 4.14: Photo of resource scoring exercise in Village B>

Vi. Focus group discussions (FGDs)

Two focus group discussions were held in each village (one with a group of women,
and one with men) with both co-operative member and non-member dairy farmers. In
Village A it proved difficult to find a convenient time to bring the selected men
together, so it was instead carried out as individual semi-structured interviews. In the
other three FGDs, participants interacted well with each other, discussing and agreeing

points amongst themselves (Saunders et al., 2012). The FGDs explored why some

** Photo taken during fieldwork in Kenya by Rowshan Hannan, October 2012
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farmers became members and why others did not, discussing issues around entry to the
co-operative and exit, as well as associated issues of member participation and
withdrawal. FGDs are particularly useful in attitudinal research, allowing participants to

hear different attitudes and better assert their own (Ritchie and Lewis, 2003).
Household level exercises

A total of five participatory exercises were carried out at the household level with the
same member or non-member that had previously been interviewed, as well as one
other adult within the household where available (usually the spouse). As discussed in
section 4.4.2, in eight (out of the 28) participant households only one adult was
available for these exercises. The five exercises were carried out together, taking place
within participant homesteads and lasting for approximately 20 to 25 minutes each.
Although the aim of these exercises were for participants to allocate scores in different
areas, I also encouraged and focussed on the discussion. The rich detail that emerged as
participants talked with me or between themselves to agree scores, helped me to
understand household priorities and the regular trade offs being made. The five-year
focus also illuminated on the transitional nature of their poverty (see section 2.4.1), and

the factors that led to a fall or rise in this area.
1. Household matrix scoring on changes to income

Participant households were presented with a flipchart paper, which had a horizontal
line from 2007 to 2009/10 and to 2012. They were given ten seeds representing all their
income in 2007, and asked to allocate seeds for the other years. This led to discussions
of why income had changed over the years, and how they had coped (particularly
during the drought). This was the first participatory exercise conducted at the household
level, allowing for a general discussion of events and changes, and set a good base for

further detailed discussions through other exercises.
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Figure 4.15: Photo of household exercise on changes to income with Participants A10
(left), A27 (middle) and translator/research assistant (right)*°

il. Household matrix scoring on access

The eight priority areas, identified from village level exercises, were presented in a
matrix on flipchart paper with the different years (2007, 2009/10 and 2012). Participants
were given ten seeds for each priority area in 2007, which represented all the access that
their households had to that area for that year, and asked to allocate seeds comparing
access in other years. This allowed a discussion of why access had changed, which
often included considerations of affordability, and how they had coped with this change.
Score sheets for each household were developed to record data from this exercise and
from the one below on expenditure. This matrix ranking exercise, along with the one
below, helped to examine the different choices made and the preferences shown by

households (VSO, undated).

%% Photo taken during fieldwork in Kenya by Rowshan Hannan, October 2012
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Figures 4.16 (left) photos of household matrix scoring on access with Participants A19
(left) and A12 (right), and 4.17 (right) score sheet for household participatory
exercises’’

iil. Household matrix scoring on expenditure

For this exercise, the same flipchart paper was used as in the exercise above on access.
This time participant households were given 100 seeds, which represented all the
money that they had now in 2012. They were asked to allocate these seeds against the
eight areas for that year according to how they spend their household money. This
exercise did not capture household expenditure outside of the priority areas. Income
inevitably varied across the 28 participant households and, therefore, the seeds would
have represented different amounts for them®®. As participants knew that I was
researching into dairy farming, ‘livestock’ was deliberately listed at the bottom of the

matrix to minimise any tendency to focus expenditure in this area.

*7 Photo taken during fieldwork in Kenya by Rowshan Hannan, October 2012

** One household in Village B had no cash income in 2007, and their matrix scoring therefore showed
zero for that year across all eight areas. However, by 2009/10 they had started generating some income
from farming and were able to allocate seeds for subsequent years
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Figure 4.18 photo of household matrix scoring on expenditure with Participants BS
(front) and B41 (back)*

iv. Household decision-making scale

This exercise was designed to build on findings by Vicari (2011), who found linkages
between participating in a democratic co-operative and household decision-making.
Participants were presented with a flipchart paper, which had a line drawn horizontally,
with points marked from one to ten. One represented one person making all the
decisions within the household on their own all the time, and ten marked all the adults
within the household participating equally in all decision-making. Meanings of various
other points were discussed as required. Participants were asked how they made
important decisions within their household, who participates, who does not, and why.
At the end of the discussion they were asked to place a seed on the most appropriate
score. This was then repeated for how they used to make decisions in 2007, to
understand whether and why this process might have changed over the years. Although
this exercise raised interesting discussions, I was not able to use the findings in the way
that I had anticipated. District X is located in a semi-arid region experiencing high
levels of male migration to towns, which skewed the discussions and scores, making it
unreliable as an indicator of co-operative influence. However, I used discussions from

this exercise to support and inform findings in other areas.

%% Photo taken during fieldwork in Kenya by Rowshan Hannan, October 2012
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Figure 4.19 photo of household decision-making exercise with Participants B32 (front)
and B42 (back)”

v. Household exercise on milk yields

Participant households were presented with a flipchart paper, which had a horizontal
line across it, marking 2007, 2009/10 and 2012. They were given ten seeds and told that
this represented all the milk from all their cows in 2012, and were asked to allocate
seeds for the other years. This exercise helped me to understand household milk
production over the years, leading to discussions on how many ‘seeds’ of milk were
being produced by each cow and reasons for any changes in productivity. Even in
households where overall milk production decreased, it helped to identify whether this

was due to a decreasing herd size or lower milk productivity per cow.

* Photo taken during fieldwork in Kenya by Rowshan Hannan, October 2012
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Figure 4.20 photo of household exercise on milk yields with Participants Bl (left), B15
(back right) and translator/research assistant (front right)”’

4.5.4 Observation or ‘listening’

Observation is a useful method for investigating a process that involves several players
(as in this research) and allows events or actions to be witnessed without any
construction on the part of those involved (Ritchie and Lewis, 2003). Yin (2003) refers
to a similar activity, which he calls ‘listening’. This includes observing and sensing
issues in your surroundings, and describes this as essential to conducting case study

research.

In Co-operative B, one Special General Meeting (SGM) of members was observed,
where I played the role of a ‘complete observer’ (Saunders et al., 2012:344). Although
members were aware of my presence, I did not take part in the meeting. This helped me
to develop an understanding of the prominent issues within Co-operative B, and how
they were perceived at the collective farmer level. Although I was not able to observe
any member meetings at Co-operative A, as these were not scheduled to take place in
either phases of the fieldwork, repeat visits to the offices of both co-operatives provided
opportunities to observe the normal working days and relations of different actors, such
as members and staff interacting at the milk collection area. Observing and listening

was also important when other evidence was being collected (Yin, 2003). For example,

*! Photo taken during fieldwork in Kenya by Rowshan Hannan, October 2012
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member and non-member interviews were designed to end on questions about resources
within participant homesteads, often leading to an invitation to look around. In addition
to the opportunities this provided for observing and listening, it also sparked informal

discussions about life within the homestead.
4.5.5 Sequencing of methods

Sequencing of methods allows different issues to be addressed at different stages of the
research process (Ritchie and Lewis, 2003). In this research, this was of particular
importance at the village and household levels: as data emerged from each method, it
was used to feed into and direct the next. For example the village mapping exercise
helped to identify the different resources within the village; this then flowed to the
wealth ranking exercise which helped to identify the different wealth categories and
their access to those resources or priority areas for promoting well-being; this then
