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Abstract

Agricultural cooperatives face numerous challenges and changes, their existence being influenced by their ability to
adapt to resource scarcity, market instability and the need for continuous development. Based on the review of the
specialized literature, the present paper aims to highlight the main driving forces behind the performance of
cooperatives in agriculture. The findings indicate that the success of the agricultural cooperative are dependent not only
on the economic environment, but also on the social context in which the cooperative operates. Two main categories of
success factors were identified: external factors, such as government policy, the marketing system, external assistance,
the legal framework; and internal factors, related to managerial skills, governance and the motivation for establishing
the cooperative. The degrees of importance of these critical succes factors are determined by the level of development

of the cooperative system.
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All over the world, the establishment of
cooperatives in the agricultural sector has been
caused by the specific needs of small farmers and
by the strategies to reduce rural poverty, improving
the social and economic development of local
communities (Gundani S.R., et al, 2018). The
various benefits generated by cooperatives (access
to markets, increased bargaining power, etc.) have
convinced agricultural producers that they can play
a significant role in ensuring the survival and
sustainability of the farm (Giagnocavo C. et al,
2018). But only a part of them proved to be viable
and sustainable, many cooperatives having survival
difficulties from the early stages (Cook M.L.,
Burress M.J., 2009). To be sustainable, the
cooperative must have long-term economic success
and be able to compete with the private sector or
with other cooperatives (Rankin M.K., Russell
LW, 2012 ). In countries where the cooperative
sector has not reached maturity, such as developing
countries, cooperatives face numerous obstacles
(inadequate internal governance, underdeveloped
market environment, lack of a favorable legal
framework or adequate regulations, etc.)

endangering their existence and functioning
(Shirima V., 2022).
MATERIAL AND METHOD

The present paper explores the international
literature in order to be identified the key success
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factors of agricultural cooperatives, emphasizing
the importance of the way in which the internal and
external factors act on their performance. The
application of the specialized literature review
method allowed the evaluation of the international
experience on the topic in question, various
studies conducted in different geographical areas
and for different types of agricultural cooperatives
being analyzed. The relevant driving forces for the
competitiveness of cooperatives have been
grouped into main categories according to their
type and mode of action. The approach is based
on the hypothesis that due to their combined
interventions these factors have the potential to
promote the viability of agricultural cooperatives.

RESULTS AND DISCUSSIONS

The success or failure of agricultural
cooperatives depends on a number of critical
factors, their action being largely influenced by the
level of development of the cooperative
organization (Grashuis J., 2019). These factors can
be financial as well as organizational and
operational (Sexton R., Iskow J., 1988). According
to de Veen-Dirks P. and Wijn M. (2002), the
critical success factors are those that ensure the
competitive performance and the achievement of
the organization's objectives.

Different scholars have conducted studies in
various areas of the globe to assess the elements
that have the potential to contribute to the
successful development of farmer cooperatives,
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identifying a wide range of factors that include:
technical and external financial assistance
(Garnevska E. et al, 2011), training on members
and leaders (Fabre C. et al, 2020), members'
involvement and commitment (Trechter D.D. et al,
2002; Osterberg P., Nilsson J., 2009), the
cooperative's business volume (Banaszak 1., 2008;
Rousslier D., Joly 1., 2011) and structure (Corcoran
H., Wilson D., 2010), the size and heterogeneity of
the group of associates (Valentinov V.L., 2004;
Cook M.L., 2018; Banaszak I, 2008), collaboration
with other businesses and institutions (Alfoqahaa
S., 2018), the type and quality of the product which
is the object of the cooperative's activity
(Markelova H. et al, 2009; Alfoqahaa S., 2018),
organizational leadership (Emmanul O., Nhlanhla
N., 2014; Alfogahaa S., 2018), legal framework in
which the cooperative operates (Garnevska E. et
al, 2011), managerial skills (Fabre C. et al, 2020),
transparency and trust in the relations between
members and leaders (Banaszak I, 2008; Emmanul
O., Nhlanhla N., 2014), marketing strategies
(Trechter D.D. et al, 2002; Giagnocavo C. et al,
2018), the selection process of members and the
acceptance of business with non-members, etc.
(Banaszak 1., 2008).

Shirima V. (2022) considered that the key
factors that would determine the success of a

cooperative can be classified into three categories:
commitment, strategy and governance (table 1).

Table 1
Determinants of agricultural cooperatives’ success
(Shirima V., 2022)

Members control their co-operative
Members use their skills to for co-
operatives benefits

Members are responsible for
promoting their cooperative

Commitment

Leadership and government support
Develop measures throughout all
levels in order to get feedback
Create good governance structure
Transparency

Governance

Self-evaluation/assessment
Ability to live the vision of the co-
operative

Ability to be a strategy focused
organisation

Objective development

Strategy

Within each main category there are sub-
factors that are either internal or operate from
outside the cooperative (figure 1). The
cooperative's performance depends on its ability to
keep endogenous factors under control and to
adapt to changes in the external environment
(Grashuis J., 2018).

EXTERNAL FACTORS
External support
Cooperative relationships
Government policy
Marketing system
Legal framework

l

MANAGERIAL SKILLS
Business volume and group size SUCCESS AND GCOVERQ/AN fE
Type and quality of the product SUSTAINABILITY of h?\fz)lil\:elarr:eel?t’

Competitive strategy
Risk management

agricultural cooperatives

T

Members heterogeneity

MOTIVATION FOR THE ESTABLISHMENT
OF THE COOPERATIVE
Market access
Bargaining power
Financial and technical support
Poverty reduction strategy

Figure 1 The main internal and external factors affecting agricultural cooperatives’ success

Internal factors. Governance, managerial
skills and motivation for establishing and
maintaining a cooperative are the main endogenous
factors that affect its success or failure.

Cooperative governance. Cooperatives are
commercial enterprises owned and controlled by
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their members and have their own governance
structure, being different from corporate firms or
those owned by private investors. Cooperative
governance refers to the decision-making process
and the ability to implement them. Decisions must
represent the interests of cooperating members
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group, counteracting the tendency to divide these
interests (Chibanda M. et al, 2009). The main
difficulty in managing the cooperative organization
consists in harmonizing the requirements of the
agricultural market with the members' interests.
Cooperative boards must ensure, on the one hand,
that the organization acts in accordance with the
interests of its members, and, on the other hand,
that it acts to improve the cooperative's
performance through the adopted strategies and
decisions (Cornforth C., 2004). The focus on short-
term benefits and the undemocratic way of
governing the cooperative generates members'
distrust in the management team and discourages
their investment in the cooperative. The intensity
of the members' involvement and commitment in
the cooperative's governance is closely related to
its success (Osterberg P., Nilsson J., 2009).

*  Members' involvement 1in cooperative
governance is what sets the cooperative apart from
other business organizations. This refers to various
activities: attending meetings, working on
committees, involvement in recruiting new
members, etc. Farmers' dissatisfaction with the
management of their organization is expressed by a
decrease in loyalty to the cooperative (Emmanul
0., Nhlanhla N., 2014). Active involvement in the
decision-making process stimulates the cooperative
members to be more devoted to the
implementation actions compared to the case of
imposed decisions (Osterberg P., Nilsson J., 2009).

*  Members' commitment lies in their
preference for what the cooperative offers they
belong to and not by alternative organizations.
Survival of the cooperative depends on their
decisions to increase or decrease the volume of
business with it, even going as far as withdrawing
from the cooperative (Trechter D.D. ef al, 2002).
Several factors contribute to the stimulation of
members' commitment, such as: benefits received
from the cooperative (Osterberg P., Nilsson J.,
2009), participation to cooperative governance,
management's ability to translate members' needs
into decisions (Fulton M., Giannakas K., 2001).

*  Members' heterogeneity may affect the
decision-making process, an excessive diversity of
members' interests making it difficult for
management to decide for the benefit of all (Cook
M.L., Burress M.J., 2009; Valentinov V.L., 2004).
This could lead to dissatisfaction and passivity
among those members who feel that their needs are
being neglected (Osterberg P., Nilsson J., 2009),
fact that determines the decrease in the intensity of
cooperation relations (Seabright P., 1997).

The cooperative management includes both
the employed management staff and the board of
directors and plays an important role in promoting
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operating policies and setting the direction of the
cooperative (Fulton M., 2001), as well as in
motivating members to act towards a common goal
(Banaszak 1., Beckmann V., 2006) In order for the
cooperative to be successful, it is necessary for
people in leadership roles to have business
qualifications and expertise and to possess
technical-economic and interpersonal skills (such
as, e.g.: communication, organization, allocation of
resources, etc.) (Nyoro J., Ngugi 1., 2007).

The  management  process  involves
encouraging members to make the most effective
decisions for (Alfogahaa S., 2018): improving
cooperation operations and alleviating external
tensions or within the cooperative; obtaining
consensus within the group of members; ensuring
the respect of the group's decisions and their
implementation.

The adoption of inappropriate decisions and
policies for the members of the cooperative due to
faulty management, could have negative
consequences, even reaching organizational failure

(Fulton M., 2001). The performance of
cooperatives is affected by the lack of
responsibility and transparency, uninspired

financial transactions, inadequate management of
resources, etc., the result being the reduction of the
members' commitment and the weakening of their
trust in the cooperative (Emmanul O., Nhlanhla N.,
2014). A competent management must be able to
ensure the transfer of information between the
members and the cooperative, to mitigate the
conflicts between the interests of the members and
the requirements of the agricultural market and to
stimulate their involvement in the cooperative's
activities (Trechter D.D. et al, 2002). Having the
necessary skills to choose the most suitable
strategies regarding business volume, type of
product, level of product quality and competition
on the agricultural market, the management will
ensure the loyalty of its members and contribute to
the viability of the cooperative (Garnevska E. et al,
2011).

*  Business volume and group size. To
remain economically viable, cooperatives must
manage large volumes of goods, thus reducing
costs and achieving economies of scale. The level
of the transaction cost per product unit can also be
reduced by increasing the frequency of the
transaction, which could be achieved by increasing
the number of members (Banaszak 1., 2008). A
small number of members prevents cooperatives
from collecting sufficient quantities of products to
meet buyers' demands at adequate costs. These
small quantities do not allow cooperatives to
influence the market by controlling supply, leading
to modest profits for farmers (Sexton R., Iskow J.,
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1988). Cooperatives with a larger number of
members have a higher level of social capital and
more relations with the external environment
achieving a better economic performance
(Grashuis J., 2019). On the other hand, these
cooperatives are more exposed to the increase in
conflicts and the decrease of group cohesion,
showing difficulties in collective actions
(Valentinov V.L., 2004).

*  The type and quality of the product that
represents the cooperative object of activity has a
strong impact on the business success. Selecting
the type of product and the level of quality
required in the market represents an essential
managerial skill (Alfoqahaa S., 2018). High-value
products are usually more perishable and offer
higher returns, but involve more equipment and
more technological and marketing know-how. On
the other hand, cooperatives involved in the
production of primary products (lower value) have
the advantage of buying inputs in bulk and being
able to store them for a longer period (Markelova
H., et al, 2009).

* The competitive strategies of the
agricultural cooperatives refer to their ability to
orient themselves towards the market and to
improve their profitability. Based on market
information about competition and target
customers, cooperatives can adapt to political,
technological and economic changes that influence
the demand for their products (Kyriakopoulos et al,
2004). By vertical or horizontal integration,
cooperatives have more chances of success,
because they achieve a reduction in transaction
costs and an improvement in profitability
(Giagnocavo C. et al, 2018), strengthening their
market position vis-a-vis customers and suppliers
(Trechter D.D. et al, 2002). At the same time, the
success and sustainability of cooperatives are
supported by their reputation and commercial
relations established with other companies, as well
as by alliances with other cooperatives (Dyer J.,
Singh H., 1998).

* Risk management. Cooperative
organizations must resort to certain strategies to
avoid or mitigate losses related to the risks
associated with agricultural production: price
volatility, drought, diseases and pests, floods, etc.
(Shirima V., 2022). Depending on the costs and the
effort of implementing the strategy, cooperatives
can choose one or more options: attracting more
members, more diverse and more geographically
dispersed; diversification of the product line, in
order to avoid that the income is ensured by a
single gross product; participation in joint ventures
and strategic alliances (Zeuli K.A., 1999).
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The motivation and purpose of establishing
the cooperative influences farmers' loyalty and
commitment to the cooperative.

*  Market access. Farmers show different
motivations for acquiring cooperative membership:
external financial support, easy access to inputs
and overcoming marketing difficulties due to
discriminatory treatment by intermediaries or
market oligopoly or monopoly (Onumah G. et al,
2007). Due to the association in cooperatives,
small agricultural producers gain easier access to
market information, credits and technical advice,
and, based on economies of scale, they manage to
cope with fluctuating markets, excessive
competition and high transaction costs (Clegg J.,
2006).

*  The bargaining power of farmers increases
within the cooperative, both with input suppliers
and with buyers of agricultural products sold
through the cooperative. Thus, they obtain a
competitive advantage and increased opportunities
for market participation (Onumah G. et al, 2007),
cooperative membership becoming very attractive
due to economies of scale that ensure cooperatives
better prices (Alfoqahaa S., 2018).

*  Poverty reduction strategy. The
organization of agricultural cooperatives does not
only pursue economic but also social goals. They
encourage local participation and inclusion, acting
as self-help organizations (Christy R., 1987),
addressing the problem of disadvantaged people in
a liberalized market economy (Birchall J., 2004).
In developing countries, the formation of
cooperatives is a government strategy for poverty
reduction and rural development, which can give
small farmers the chance to increase their
competitiveness and to have access to supply
chains (Solomon P., 2023).

External factors. The prosperity and
longevity of agricultural cooperatives is linked to
their ability to face changes in government policy
and consumer needs and preferences, as well as
challenges of competition or those determined by
economic fluctuations (Giagnocavo C. et al, 2018).
External factors affect the competitiveness of
cooperatives to a greater or lesser extent,
depending on the level of development of the
cooperative system of which they are a part
(Grashuis J., 2018).

*  External assistance has, in most cases, a
positive effect on the sustainability and success of
agricultural cooperatives, but it can also have a
negative role. Agricultural cooperatives in
developing countries are more exposed to the
action of wvarious external factors, needing
government support, especially in the initial phase,
to obtain various economic advantages (e.g.
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facilitating access to markets) (Shirima V. (2022).
However, the support of cooperatives by the state
(political and legislative), as well as their external
financing, could create a certain dependence and a
certain control over the cooperative management,
influencing the commitment of the members and
the competitiveness of the organization (Rankin
M., Russell 1., 2005) In addition, external support
could attract as members some opportunistic
individuals who only aim to gain access to
government subsidies and other facilities provided
by the state, without any interest in the success of
the cooperative activity. (Chibanda M. et al, 2009).

*  Cooperative relationships. The successful
development of the agricultural cooperative
depends on the degree of cooperation not only
between its members but also with various social
partners (financial supporters, other cooperatives
or institutions) (Ibourk A., El Aynaoui K., 2023).

*  Governmental  policies. Prioritizing
consumer needs, food security and economic
growth, governments may promote some policies
that could be harmful to agricultural cooperatives.
Lack of adequate information could make
governments apply some inappropriate price
policies (ceilings, high import and export taxes,
control of marketing margins, etc.). This would
lead to the cancellation of the benefit of
competition, being rewarded inefficient operations
(Timmer C, 1989), a fact that would negatively
affect agricultural producers (Dorward A., et al,
2008).

*  Legal framework. For the success of their
development, farmers' cooperatives need an
appropriate regulatory framework that punishes
corruption and non-compliance with contracts
(Nyoro J., Ngugi L., 2007). Otherwise, cooperatives
will be vulnerable to manipulation, opportunistic
behavior and fraudulent business, generating a
high level of mistrust among those involved
(Fafchamps M., 1996).

*  The marketing system and infrastructure
influence the functioning of agricultural
cooperatives, having a high impact on farmers'
commitment and, therefore, on the performance of
cooperatives (Corcoran H., Wilson D., 2010). The
market environment must be conducive to the
involvement and competitiveness of all
participants. Cooperatives have a hard time
adapting to a non-transparent agricultural market,
characterized by financial instability, price and
income volatility due to reduced government
involvement, increased competition, etc. (Sexton
R., 1986. In case of market failure, agricultural
cooperatives are more likely to succeed because of
reduced competition (Hansmann H., 1999).
However, the extent of market failure can also be
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an obstacle to cooperative success (Dorward, et al,
2008).

CONCLUSIONS

The critical success factors are those that
ensure the competitive performance and the
achievement of the organization's objectives. For
agricultural cooperatives, achieving business
success is a multifaceted process, which includes
financial, organizational and operational aspects.
Agricultural  cooperative's  performance and
sustainability are linked to managerial skills,
governance, motivation for establishing a
cooperative (as endogenous determinans) and
various exogenous factors, such as: external
support, cooperative relationships, government
policy, marketing system and legal framework.
These determinants are interconnected and, if they
act in a favorable manner, they can be the support
for agricultural cooperatives' long-term success.
The degrees of importance of these critical succes
factors are determined by the cooperatives' age and
the level of development of the cooperative
system.
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