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Introduction

This paper investigates the market position of retail consumer co-operatives in the face of competition from retailer investor owned firms (IOFs). Considered are the niche opportunities offered by local networks in food and grounding in Corporate Social Responsibility (CSR); and as such the paper draws on theoretical constructs of CSR, the role and interplay of stakeholders in networks and the influence of organizational ethos and business strategy. The paper is arranged in the following way: An account of the development of retail co-operatives (focusing on their UK origins) is presented and reasons surrounding their rise, decline and opportunities for re-emergence. The rationale for single case exploratory investigation is outlined, followed by explanation of the background and details of the Lincolnshire Co-operative Society, a regional consumer co-operative in the UK. A discussion follows, supported by (tabulated) in-vivo text from key stakeholder respondents, in order to draw out issues concerning opportunities for co-operative retailing market development and competitive positioning; in the light of historic core values. The principal objectives are to understand if co-operatives offer differentiation based on their distinguishable ethos of democracy, mutuality, stakeholder engagement and community care; and whether this can be applied to wider business learning.  

The co-operative approach 

The co-operative approach is chosen for investigation because of its long standing ethos of social responsibility and the wish to consider and re-evaluate co-operatives in the modern context of CSR; which has become a governing principle by which many organizations now operate, or seem to operate. Retail co-operatives and particularly the UK Co-operative Movement were very early originators of CSR, as their principles of social responsibility can be traced back nearly 170 years (Birchall, 1997; Williams, 2005; ICA, 1995); and yet there is comparatively little written about the modern incarnation of the Movement’s most recognizable presence in the market as food and grocery retailers.

Since the beginning of the Co-operative Movement, initiated with the enunciation of the Rochdale Principles of Co-operation in the UK, in 1844 (Williams, 2005), co-operatives flourished (most noticeably in agriculture and in the food sector) all over the world.  Co-operatives are democratic organizations, owned and controlled by their members, they are defined by their mutual approach and are governed by the controlling values of 1844, redefined by the International Co-operative Alliance (ICA, 2005) as seven principles of co-operation (Novkovic, 2008). These are: ‘voluntary and open membership; democratic member control; member economic participation; autonomy and independence; education, training and information; co-operation among co-operatives; and concern for community’. IOFs may in practice (rather than in establishing guiding principles) share some of these values, but differ in specific ways. IOFs, for example, are controlled by appointed professional managers/directors. In turn, these are accountable to shareholders, but shareholding may be in the hands of investment businesses as well as individuals, so the issue of member based democracy is a significant point of difference between the two organizational approaches. Whilst relatively little literature exists (in mainstream business and marketing journals) concerning co-operatives and the application of the co-operative ethos to business and retail markets, literature on their nature and organization is well understood, but written about more frequently from an economic/political economy perspective (Hansmann, 1996; Novkovic, 2008); and more likely to concern producer, requisite or marketing co-operatives rather than retail consumer societies.  

Stemming from the 1980s, co-operatives (in general) experienced crisis and decline and have often been substituted by more efficient proprietary enterprises (for example, IOFs) (Hansmann, 1996; Hendrikse, 2004). As a result the remedies suggested (and implemented) by scholars and policy makers to cope with the problems of co-operatives in the food sector have led to a redesign of co-operative boundaries through a realignment of ownership structure (Cook & Chaddad, 2004). In order to develop new mechanisms to acquire equity capital and follow the general trend toward efficiency gains of IOFs based on central control and concentration (Hingley, 2001), some co-operatives have become more open to outside investors with genuine profit-seeking goals. Capital is introduced either directly, allowing pure-investor membership, or indirectly, by means of trust companies, strategic alliances and subsidiaries (Cook & Chaddad, 2004). This has resulted in requested changes to co-operative organizational rules and structures, such as release from the main traditional co-operative attribute, mutuality.  However, this is not the case with all co-operative organizations and many, for example, the retail co-operatives of the north of Italy and the UK (Sodano and Hingley, 2008) have preserved and reinforced their traditional organization; in particular by not abdicating the two golden cooperative rules of democracy and mutuality and abiding by guiding principles (Novkovic, 2008).

Given the long heritage of co-operatives, it is clear that those engaged in a co-operative enterprise not only want to defend themselves from competition from capitalistic firms, but (as displayed in the ‘seven principles’) they have a long history of wanting to build an alternative way of organizing production and transactions. Their very nature lies in reciprocal attitudes of economic actors, grounded in social norms and ethical values, and as such: ‘Co-operatives as distinct forms of business rely upon members to work together towards collective goals; trust lies at the heart of co-operation and provides the basis for communication that is essential for members to seek mutual benefit; ethics provides the foundation for trust that must be present for co-operation to occur’ (USDA, 1997).  Study of co-operatives, therefore, may offer an alternative understanding of and framework for corporate-social and network/stakeholder practice to that seen in more commonplace investigation of the predominant model of IOF businesses; but even in analysis of business corporations’ social and environmental policies and aspirations, the role of co-operatives in CSR evolution is not always acknowledged or discussed. For example, concerning the issue of CSR and retail markets and focusing on the UK, the otherwise creditworthy work of Jones, Comfort & Hillier (2005; 2007), does not mention the UK Co-operative Group; choosing to simply consider the activities of what they consider to be ‘the 10 largest retailers’.

Food retailing competitiveness

A processes of consolidation, globalization and innovation has occurred in the retail food sector during the last 20 years (Collins & Burt, 2003; Howe, 1998) and firms that operate in the sector are often characterized by various levels of vertical integration and outsourcing relationships (Hingley, 2001; Robson & Rawnsley, 2001) where agri-food suppliers are ‘locked in’ to supply powerful retailers (Hingley, 2005; Cox, 2004). There is an ever growing concentration of strategic control and profit in the hands of a few through a ‘retail revolution’ initiated in the 1980s, when retailing shifted from a position of price-taking to that of ‘gatekeeper’ of the modern agri-food system (Lang, 2003). 
In UK food channels competition is between different backward vertically integrated channels, with, for example, the Tesco supply network competing with that of Sainsbury or Wal-Mart-Asda. This, however, does not mean that supplier-retailer relations are always conducted in an atmosphere of trust and openness and there exists a large degree of ‘distrust and cynicism’ (Free, 2007). Further, this kind of vertical integration does not sit so easily in management of networks of small, niche or specialist producers; which are more likely to be de-centralized and do not provide for retailers the scale efficiencies of large supplier partnerships. Retailer co-operatives, however, may offer an alternative to this, through provision of an outlet for specialist and niche products not necessarily driven by hypermarket scale and centralizing efficiencies; and one that emphasises joint network stakeholder gain, based on mutual trust.

The UK Co-operative Movement

The UK Co-operative Movement is an association of a consumer owned co-operatives united under and regulated by the Co-operative Union/Co-operatives UK and originates from the aforementioned ‘Rochdale Pioneers’. The founding principles still present today were formed at this time, including member profit share known as the ‘dividend’ (Co-op, 2009a).  Now the Co-operative Group (representing the majority of UK co-operative societies) operates a wide variety of businesses such as retailing, banking, insurance, travel agency, pharmacy and funeral services. The Movement has approximately 1.5 million economically active members, making it the UK’s largest co-operative. The Co-operative Group believes that it has a responsibility to manage and develop its diverse businesses in a sustainable way, and ethical trading is one of the core values (Birchall, 1997). In the early 1990s, for example, UK Co-operative Financial Services became the first to launch a ‘customer led ethical policy’ and today is recognised as a leader in CSR and most recently acknowledged in the UK Business in the Community (BiTC) ranking of ‘Responsible Business’ (concerning UK based and international operating organisations); where they were second placed in the ratings for 2009 in the index started by BiTC in 2002 (Financial Times, 2009).  The Co-operative Group was also an early backer of Fair Trade and is the leading retailer selling Fair Trade products in the UK (Williams, 2005; Birchall, 1997). The success of this multi-enterprise movement and business made the Co-op the leading multiple retail trader in the UK, right up until the 1960s. But then began a slow and progressive descent that coincided with the ‘golden age’ of IOF supermarket growth (notably in the 1980s and 1990s), where slicker more market oriented (Hallsworth & Bell, 2003) operators took a great deal of market share from the Co-op, which was ‘seen by some as sluggish and reluctant to innovate’ (Eliot, 1983); reducing it to a shadow of its former self by the turn of the 21st century. Certainly, aggressive competition from very professional UK retail operators like J. Sainsbury and Tesco (and international competitors such as Wal-Mart, via their acquisition of the UK ASDA chain) had a major impact on the Co-op’s fortunes. The migration of the battleground of retail competition to the edge of town via hypermarket outlets took its toll on the Co-op; such that by the 1990s they had largely withdrawn from the superstore end of the grocery market (Hallsworth and Bell, 2003). Another area in which co-operatives are seen to struggle to compete, is in internationalization. Davies and Burt (2007) for example, identify that consumer co-operatives find difficulties in this aspect (in comparison with IOFs), being held back by their ethos and weddedness to the domestic context; with the guiding principles of co-operation not lending themselves to the rapid pace and capital hungry nature of international expansion. 

Over a long period of time the UK Co-op has undergone progressive re-structure (this is documented as part of the process of recovery in the mid-1980s, in Eliot, 1985) and societies merged from more than 1400 in number at their peak in the early part of the 20th century (Co-op, 2009a) to around 20 today. As identified, one of the historic disadvantages of the Co-op has been in its decentralized approach to buying and therefore also lack of cohesive national brand identity (Hallsworth & Bell, 2003).  In response to this, in 1994 most societies grouped together to form the Co-operative Retail Trading Group (CRTG) a joint platform (based in Manchester) which facilitated the advantage of centralized purchasing (Co-op, 2009b). In terms of the national UK picture the Co-operative Group (formed as a result of mergers in 2000) now takes about 5% of grocery retailing in UK, making it the 5th largest UK grocery retailing chain (IGD, 2007), but is more significantly placed nationally if one were to take into account their other retailing interests.
Co-operatives and CSR

The concept of Corporate Social Responsibility (CSR) has seen a dramatic increase in attention (de Bakker, Groenewegen, & den Hond, 2005) and although neither the concept nor interest in it are new, the phrase and its popular usage is a phenomenon stemming from the 1990s (Carroll, 1999). CSR emphasizes the interconnectedness of business and society/the physical environment and much of the efforts of corporate organizations have emphasized both ‘giving back’ (Bhattacharya & Sen, 2004; Lindgreen, Swaen & Johnston, 2009) and being engaged with society/environment and with principal stakeholders within a society’s legal and moral framework (Carroll, 1979; Maignan, Ferrell & Ferrell, 2005). There are well documented business implementations of CSR, for example, of The Body Shop, Ben and Jerry’s and Starbucks (Jones et al., 2005; Lindgreen et al., 2009) and specifically in retailing, for example, in Merlo, Bell, Menguc & Whitwell (2006); where the presence of social capital is recognized as an important antecedent of customer service and store creativity.  Lee, Fairhurst and Wesley (2009) analyze the web sites and mission statements of the top 100 US retailers, but emphasis is on how organizations communicate the headline message of ‘philanthropy’ and of social and economic programs. There is some detailed analysis of CSR in UK retailing (for example, in Jones et al., 2005; 2007) under the themes of: ‘environment, marketplace, workplace and community’ and as stated above, the Co-op in the UK has already been at the forefront of the CSR agenda concerning as well as ethical banking and investment, such issues as Fair Trade and environmentalism (Sodano & Hingley, 2008). With regards to the distinct offer of the UK Co-operative Group, Harrison (2008) considers much of CSR as simply ‘jumping on the bandwagon of consumer concerns’ and suggests that what the Co-op offers are benefits for all stakeholders (staff, suppliers, customers, local community, wider society and the environment). More importantly for Harrison, CSR is not about being seen to ‘do good’ but can only be meaningful when it is part of the ‘DNA’ of an organization, where caring is enshrined in its articles of formation; and therefore, to be genuine consumers must be able to believe in it. 
Methodological approach and the case study

The presented case study refers to a UK consumer co-operative: Lincolnshire Co-operative Society (one of the approximately 20 regional societies which make up the national UK Co-operative Group). Considered is the network structure of the co-operative concerning producer-collaborative supply of locally sourced food products. Investigation is via an exploratory study designed to reveal context and information and the case is chosen to be representative of and informing to the development of other comparable organizations and contexts. The approach follows the method outlined in Eisenhardt (1989) and Stake (1995) and is consistent with the view expressed in Yin (2003) concerning the importance of choice of ‘typical’ cases. The organization is certainly typical in co-operative philosophy and structure and its business operations are representative of the mix to be found within the UK Co-operative Group and therefore, the approach could be generalized.

The core of the case is a series of in-depth interviews with the CEO of the society (as the single most significant decision-maker and hub of member policy within the organization), access to published annual reports and statements, member and promotional literature, web, PR and news based information and through observation of stores and business premises; and interview with a local producer group supplying meat to the society. The internal research construct (Gibbert, Ruigrok and Wicki, (2008) utilizes a structured exploration of the major themes of network/stakeholder integration of ethical and socially based exchange as points of retail differentiation, via the principal interview method and analysis and interpretation of participants attitudes. External validity is established through a process of feedback and review of study data with case respondents. Emic issues emerging from interview are presented via the inclusion of direct quotations to illustrate key arguments, which should be read in tandem with the case discussion. (see Table 1. below)
The case study and discussion

Lincolnshire is a predominantly rural county in the East Midlands region of the UK. The Lincolnshire Co-operative is a mutual society which serves members almost entirely within the county (Lincolnshire Co-op, 2007). In common with other UK co-operative societies Lincolnshire Co-op has pharmacy, travel agency, funeral services, petrol stations and other retail businesses; however, for the purposes of this study the focus is on food.

For the CEO of Lincolnshire Co-operative the most fundamental difference compared with an IOF retail chain, is that customers are very likely also to be members (in Lincolnshire, some 160,000 people). Members receive benefits of loyalty, through profit share and so on; but Lincs Co-op sees business, customers, membership and community as inter-related and inter-dependent. The principal rationale is that they are there to serve the people in the local area and it is this association with the county and local communities that distinguishes what they do from IOFs. Anyone who has a legitimate reason for joining can become a member of the society. These people then elect a board of Directors from their number, who appoint a Chief Executive Officer, who then appoints the management team. It is the board that determines what the strategy will be, whilst taking advice from the CEO. So, the co-operative and its management are entirely motivated by satisfying members’ interests and this is also seen by them as a point of difference from IOFs, where board directors are primarily responsible to shareholders who may not be customers; or could indeed be corporate investors with block shareholding.  As a result, the raison d’être of the Lincolnshire Co-op is provision of member and community services and growth through expansion, not of stores, not of national and international investment, but of more, different and better services to their membership; and this is another marked difference. Further, the co-operative model of member voting and collective decision making (albeit through an elected member board) effectively ‘puts the brakes’ on potentially over-ambitious growth strategies and keeps the organization grounded in the fundamentals of community centered business services. It is also worth noting the direct access that community and members have to the board and even the CEO herself. (See Table 1. 1.1)

Table 1. Findings from case interviews

	Research issue
	Findings
	Illustrative Quotation

	1.1 Mutual decision making/ network benefits
	Member-based democracy & decision making 

Community centered: 

member- customer-employee tripartite

	…they [the board] and I, have always in our minds to make reference to our members. So we are always thinking: ‘what would our members want us to do’?  CEO

The members phone me up…  I do get calls from members saying: ‘Oh did you know [for example] that there is this site becoming vacant, or there is this going on…?’  CEO 

….we think of our community, our membership and our customer base as being almost the same. CEO

So many of our customers are members: 160,000 out of the Lincolnshire population, [it] is probably one in every other household. CEO

We are not here for markets, we are here because we are owned by the people, and the people are here. We don’t exist other than [for] the people, we don’t exist separately from the members,…. The co-operative is the local people. CEO

…this is their shop and when they shop here and money is made in that shop, that money then goes back into their communities; so they are helping their community by shopping in their shops. CEO

….it is not a purely financial relationship; it is about so many intertwined things. …the benefits that we think we are giving our members are so much more about community, about supporting all the infrastructure within their community and building up the services locally. CEO

If we went around upsetting our staff, it would be their families and their communities that we would be upsetting. So treating them well is not only the right thing to do, but if we didn’t it would go totally against what we are trying to achieve in our communities, because they are part of that community. CEO




A point of difference between co-operatives and IOF businesses (as outlined in the review of literature above) is the perceived weakness of having a localized and decentralized buying structure. However, as identified, the development of the CTRG based at Co-operative Group national headquarters does allow regional co-operative societies like Lincolnshire Co-op to benefit from central buying and distribution; and as a result it is easier for the group as a whole to maintain common national marketing identity and consistency of store offer. But, in matching the advantages of IOFs, there is a danger of a loss of that which provided a significant point of difference for regional co-operative societies and that is in their local appeal and the ability to market highly localised products. Lincolnshire Co-operative takes a twin track approach; they access the CTRG for mainstream national and international products (and therefore are part of the marketing and distributive processes that serve all Co-operative Group stores), but in addition have a strong local sourcing agenda. Lincolnshire Co-op initiated local network supply in order to support local business and communities, it allows them to provide their members and customers with high quality products in addition to all of the associated benefits of good value and low environmental impact; and as a consequence they have engendered pride in business as part of the community. The strategy of developing ranges of locally sourced product has resonance in the wider community, given the rural and agricultural nature of the region. As such, a further motivation was to support the economy of the county against a background of rural decline. As a result Lincolnshire Co-op was instrumental in assisting with the establishment of a local meat supply group, Lincolnshire Quality Beef, Lamb and Pork. From the outset Lincolnshire Co-op sat on the steering board of this organization alongside farmer and processor representatives (a departure from the backward vertical integration approach of retailer IOFs, where typically centralized control is executed though principal channel intermediaries, termed Category Managers/leaders) (Shaw & Ennis, 2000; O’Keefe & Fearne, 2002). (See Table 1. 1.2 and Figure 1.)

Table 1. Findings from case interviews (cont’d)

	Research issue
	Findings
	Illustrative Quotation

	1.2 Ethical supply chain


	National Award winning sustainable supply/ local network 


	When you are in a very agricultural part of the county … there are a lot of people in farming and they say: ‘you are the Lincolnshire Co-op, you should have Lincolnshire products- we are growing them [producing local food] and want to see them [local food products] in your stores’.   CEO 

…it is an entirely closed loop, it [meat supply] all stays in Lincolnshire. It is really Lincolnshire [identity] it [the livestock] goes to our abattoir in Skegness and [then the products go] to our depot in Lincoln and is distributed [to stores]. So it has very short food miles and high quality assurance. CEO

After the grants ran out in 2002, times were very hard and without the support of our main customer, the Lincolnshire Co-op, we couldn't have survived. Chairman of Lincolnshire Quality
… we are not thinking about trying to force extra margin for ourselves at the expense of the farmers’. It is truly a co-operative venture where we are working together, to keep the farmers’ in sustainable business, to get high quality products into the shops and to be fair to all the people in the chain. CEO 

They [Lincs Co-op] signed up with us at the outset, and have been our main customers ever since. They have always worked with us to the benefit of both parties. Chairman of Lincolnshire Quality




Figure 1. The Lincolnshire Co-operative stakeholder network for supply of local meat 
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The Lincolnshire Quality livestock and meat chain is a ‘closed loop’ local, ethical trading organization and an origin traceable sourcing venture. The products are brand identified through an on-pack and in-store Lincolnshire Farm Assured and Quality Lincolnshire rosette logo which is the symbol of the scheme. Further, the supply chain can be seen as having a very low environmental impact in terms of minimal ‘food miles’. In fact, Lincolnshire Co-op identify, through point of sale and promotional literature that the meat can have travelled as little as 60 miles from farm to abattoir to store. All of this is used by the organization to underpin their commitment to both local economy and community (Anon, 2008a).  Lincolnshire Co-op were instrumental in supporting the farmers’ group and from the beginning were the major customer (Anon, 2008b) and without their support the meat from Lincolnshire Quality Beef, Pork and Lamb would not have gained such a volume of consistent sales and as the Chairman of Lincolnshire Quality testifies: ‘couldn't have survived’. (See Table 1. 1.2 and Figure 1.)

The Lincolnshire Quality scheme has been recognised (in 2008) through a national Rural Action award won through the Business in the Community (BiTC) scheme (Anon, 2008a; Anon 2008b). The award was made to Lincolnshire Co-op and the farmers’, abattoir and independent butchers’ that make up the Lincolnshire Quality Scheme. This is a prestigious national award that saw the venture celebrated and Lincolnshire Quality beating competition from national and international IOFs to win the accolade for this supply chain innovation that encapsulates success in support for local communities and local economy; through provision of high quality products (Anon, 2008a; Anon, 2008b). A point to note is that Lincolnshire Quality meat is also supplied to independent retail butchers’ stores in the county, these are competitors to Lincs Co-op, but the ethos of the co-operative is to allow competition and to support independent businesses within the community. Although Lincs Co-op are the largest customer of Lincolnshire Quality, they do not attempt to dictate who else should be supplied and this to some extent contrasts with the ‘preferred supplier’ or Category Management’ approach outlined above; where IOF retailers look for exclusivity in their dealings with suppliers (Hingley, 2005). (See Table 1. 1.2 and Figure 1.)
The success of alternative products marketing, based on community centred ethical trading with local suppliers can been seen as an outcome of the co-operative approach to sourcing which would not necessarily have worked within the centralised structures of IOFs who would have normally expected a national roll-out; and even within Lincolnshire Co-op itself it was not initially easy to match the expectations of the national (CTRG) buying policy with a local buying solution. Indeed there was some initial resistance at national (Co-op Group) level to Lincolnshire Co-op switching meat buying from national to locally sourced product.  It would be difficult, however, to envisage how national and internationally focused IOFs could support such localised activity and match the long-term view and commitment (including direct financial support) that a co-operative organization grounded in the local community can achieve. (See Table 1. 1.3)

Table 1. Findings from case interviews (cont’d)

	Research issue
	Findings
	Illustrative Quotation

	1.3 Approach to CSR


	CSR as differentiation through continuation of an historic business agenda and not ‘new clothes’  


	CSR has come alive in the last few years. But when we look at it from a co-operative perspective, it seems to me what we were set up to do and what we have always done. It is not something that we have suddenly come across and decided to add on to our business. CEO

….everything we do has to be socially responsible, because we are literally responsible to the community and the social fabric of our society. …We are not here to make some money for some shareholders and think that CSR is something we ought to do on top… or what the market is driving us to do. CEO 

…I would not want anyone to think it is about ‘running projects’. It is really about a whole business philosophy. It is always in the context of what is good for our community, because we are owned by the community. CEO

We often make decisions that on purely commercial grounds other people [IOFs] would not take. …We take decisions every day that are more about corporate and social responsibility than about business. As long as we have got a good and efficient business within those parameters, we can do that, because we haven’t got an ‘alternative voice’ of shareholders, …or media saying: ‘what has happened to your share price?’ and so on. It gives us the freedom to actually do the right thing for the long term rather than respond [to outside pressures]. CEO 




All market oriented organisations will claim customer responsiveness (witness the agenda of leading UK retailers identified in Jones et al., 2005) as: environment, market, workplace and community ‘initiatives’; but these do often seem to be exactly that- initiatives. The Lincolnshire Co-op view is that all the components that have come to be known in modern ‘business speak’ as CSR, are in fact ingrained in the philosophy of the Co-op Movement. In Lincolnshire, such engagements take the form of diverse and typically long term commitments, such as the ownership (again along co-operative lines) of the local professional football club, Lincoln City FC, which highly unusually is community owned; with the Lincolnshire Co-op as the major stakeholder. Lincolnshire Co-op support many environmental initiatives, including the establishment of a co-operatively organised community wind energy programme. There is commitment to education programmes in county schools via paid educational supporters. Lincolnshire Co-operative invest, through grants to communities and not just on a ‘one off’ project basis, but in infrastructure (Lincolnshire Co-op, 2007; 2009) in conjunction with the local government authority to provide, for example, library services or a local Doctors’ or Dental surgery. These types of social, community and environmental investments may not be unique to retail co-operatives but Lincs Co-op believes that they are a departure in approach and derived from the nature of member ownership, rather than (as the CEO suggests) is seen with competing IOFs, who: ‘run their businesses primarily for their shareholders’ benefit’. For Lincolnshire Co-op it is in the engagement of CSR within the local community that it serves which marks out the most important difference in their approach. This takes the form of having member groups in each major town, members’ committees, member based events and more. In this way co-operative policy is developed and shaped by the community it serves. This structure allows Lincolnshire Co-op to consult and engage directly with members and reach decisions that are taken locally. Here too lies a difference in application of CSR policy that would be difficult for national and international IOFs to make. (See Table 1. 1.3)

Another central plank of co-operative CSR is through the treatment of and engagement with staff. Once again, is the co-operative approach different from investor owned counterparts? Certainly, staff are rewarded with a generous profit share (15% of profits are returned to employees) in addition to member dividend benefits. Profit share may not be unique to the co-operative sector but the view from Lincolnshire Co-op is that they are certainly different concerning staff relations, because they see employees as being part of the community which they serve. Lincolnshire Co-op staff are encouraged to be engaged in the two-way process of customer interaction and the double benefit is that the customer is very likely to be a member in addition to having staff who are also members and this helps to build the sense of united community service. This degree of service extends to staff being given time for involvement in the community through direct action or serving with special interest groups. In this way staff act as community ambassadors and hold pillar roles in community liaison. 

The Lincolnshire Co-op CEOs view is that IOFs: ‘could simply stop CSR engagement tomorrow if they were to implement an alternative marketing policy or strategy, or adapt to changing business conditions’, and for a member centered co-operative which governs through member based decision-making and meetings, ‘this is just not an option’. Lincolnshire Co-op, by contrast believes that it must take the long-term view and that this can only be based on mutual trust between all network stakeholders. This means that they do not make decisions on a purely commercial basis, but from a grounded CSR perspective which has a historic pedigree, rather than being determined by current corporate fashion; and therefore community ownership via customer and staff membership is a point of difference. (See Table 1. 1.3)

Are there any issues of the barriers to growth that may be in place through having an associative structure? Does this mean, for example, that co-operatives are held back in any way concerning their ability to gain access to investment capital, compared with IOFs who may issue new shares? The CEO of Lincolnshire Co-op agrees that co-operatives have fewer ways of raising capital and this could be something that could restrict growth. In the case of Lincolnshire Co-op, the investment approach is one of building up their reserves over many years, rather than raising new finance (perhaps via the de-mutualised route described above), and this approach demonstrates the source of relative stability of the co-operative against a backdrop of a significant number of general retail chain failures in the UK at the end of 2008 and through 2009 as recession took hold.  It is interesting to note that one of the major causes of business failure during this recession is in lack of access to capital through the normal lending channels, as inter-bank loans have all but dried up. It may seem, therefore, that the model of self-financing in the co-operative sector (traditionally seen as a slow and restrictive route to growth) may produce long-term results in terms of stability; as exemplified by the Lincolnshire Co-op and their policy of re-investment in existing operations, support for local communities and avoidance of over-reaching, fast growth strategies based upon borrowed finance. (See Table 1. 1.3)

Conclusions

As a consequence of fierce competition from IOFs, co-operatives have had to reappraise their role and strategies and sometimes even their institutional framework in order to raise equity capital (Cook and Chaddad, 2004). The UK Co-operative Group has not taken this route, but has gone through a long process of amalgamation and restructure and in some important ways has learned from IOFs (for example, through the rationalisation of the number of societies and efficiency gains of central buying, distribution and marketing of national and international brands). It is unlikely that the Co-op can threaten the market share and dominance of leading food retailer IOFs in the UK (in a predominantly hypermarket economy for food). Not all food retail customers are motivated by ethics and social principles and the high service and value offer (Hallsworth and Bell, 2003) of IOFs is very powerful. However, this paper demonstrates that it is possible for a co-operative to be creative in networks and to also preserve and reinforce their traditional organizational values, which can add a distinct (albeit niche) contribution; and there are customers for whom these values are important. As has been demonstrated by the pioneering success of ‘ethical banking’, established in the UK by Co-operative Financial Services, such niche businesses can successfully grow into something far larger and achieve great acclaim.
Lincolnshire Co-op is a case example of a regional retail society that has kept to the core philosophy of its long history and has shown that it is possible to balance the demands of efficiencies in the competitive retail market place, whilst holding on to founding principles. As such they emphasise the proactive tradition of co-operation (Novkovic, 2008; USDA, 1997) rather than simply reacting defensively to a changing market and competitive situation.  Because of their associative status they can make localized decisions that would simply not be available or possible in IOF organizations focused on the national/international picture. This is certainly the case concerning the award winning relationship that Lincolnshire Co-op has with the detailed meat supply network (and have followed up with in other food and non-food sectors); for example, in bakery products, where the co-operative invested capital to support a community centred bakery business that was previously foundering. IOF competitors may have similar supply chain relationships with farming and food producer groups, for example, through vertical channel arrangements with dedicated suppliers’, outlined in Hingley (2005). But, by contrast few of these IOF controlled channels directly support suppliers with capital, provide preferential access to local supply and have embedded trust based relationships that deliver long-term rewards for all stakeholders, in a localized cohesive network. The key to this approach is community centeredness, Lincolnshire Co-op simply have no desire to grow and expand much outside of their region and it can be argued that this has been a good strategy, as they have achieved stability and solvency and are not seized by the need for endless growth fuelled by borrowed capital. In this, the view of Davies and Burt (2007) concerning the high rate of failure amongst consumer co-operatives in pursuit of internationalization (because of the deliberations of democratic management and adherence to the guiding principles of co-operation) is less relevant, simply because Lincolnshire Co-operative see their role as profitably serving their members and community and not one of empire expansion; and this makes for an interesting and defining example of the mood of the times, post- 2008/9 global economic downturn and recession. Of course Lincolnshire Co-op must be profitable, but profit does not come before customer, member and community service and they are free of the tyranny of year-on-year growth in performance and associated shareholder pressures that IOFs are subject to. 
Ultimately, the most important lesson to learn from this case is in the genuine approach to CSR that has collective decision making and real business-community engagement and integration at its heart, which demonstrates a point of departure from CSR as ‘giving back’ (Bhattacharya & Sen, 2004) or indeed just doing something to or for people. It is, alternatively, about the almost indistinguishable and seamless persona of customers who are members and members who are part of the fabric of community. In this, the author agrees with the view expressed in Novkovic (2008) in her investigation of Canadian co-operatives, that the interpretation of the ICA Seventh Principle (ICA, 2005) of ‘Concern for Community’ is ‘exceeded’ and this is certainly also the situation with Lincolnshire Co-op’s member-customer-employee tripartite at the heart of community; and thereby confirms the view of Harrison (2008) in her view of CSR as only meaningful if it is ingrained in the fabric of the organization and undertaken without question of its necessity. The principal point of interest that makes the case worthy of study and potential future application, is in the retention of core values of mutualism and democracy and the fact that it is from the pursuit of these values that a retail co-operative can be creative in the way that it does business and manages its network relationships that IOFs would find difficult; specifically concerning issues of long-termism, direct financial support, stakeholder trust and local orientation. 

Limitations and recommendations

This study is based on a case analysis of a single consumer co-operative society and Lincolnshire Co-op is typical in affiliations, structure and operation of other UK and overseas co-operatives, but it is recommended that any future study explores wider examples and applications of co-operative ethos to establish whether broader consistencies exist which offer distinction and focus for learning. Wider generalization may be difficult to achieve (as noted, retailer co-operative businesses do not internationalise well), but similar organizations may be able to define and refine the approach for their own business sector and geographic regions of activity. It is recommended that future investigation of retail co-operatives should now canvass opinion of co-operative members and customers/customers of IOFs, to explore their perceptions of issues such as trust in organizations, understanding of CSR and its diverse application and differences between organizational types in implementation.
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