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Chapter 1

General Introduction



1.1 Background and problem statement

Sharp increases of food prices in global and national markets affect low-income countries (lvanic &
Martin, 2008). Increasing food prices result from the imbalance between the growth of world
population and agricultural production (see Godfray et al., 2010; Ray et al., 2012). It is estimated that
the world population will reach 9 billion people by 2050, indicating that the population is growing at
an alarming rate (Godfray et al., 2010). Agricultural production, however, improved less than the rate
of population growth. As a result the number of hungry and malnourished people increased in
different parts of the world (FAO, 2009). The problem is particularly prevalent in sub-Saharan Africa
(SSA) and South Asia. The global demand for agricultural production is expected to roughly double by
2050, driven mainly by increases in population (Ray et al., 2012). Global food crises have increased
the awareness of policy-makers. It stimulates them to design, allocate resources to, and implement
development interventions in order to improve global agricultural production and distribution (FAO,

2009). However, a lot has to be done to overcome the problem.

1.1.1 Agriculture and food security in sub-Saharan Africa and Ethiopia

Agriculture employs 62% of the population of SSA, excluding South Africa (FAO, 2006; World Bank,
2006). However, it generates only 27% of the GDP of these countries (FAO, 2006; World Bank, 2006).
This difference indicates a low productivity per employee in the agriculture sector. In Zambia, for
instance, the agriculture sector generates about 21% of the country’s GDP and provides a livelihood
for more than 64% of the population (Kaczan et al., 2013). Malawi’s agriculture sector accounts for
approximately 30% of GDP and 90% of employment (Kaczan et al., 2013). This shows that the

economies in SSA are dependent on agriculture (Diao et al., 2010).

Despite its size, the agriculture sector cannot feed the growing population in SSA and many people
still live in poverty (Clover, 2003). Poverty is measured by the percentage of people living on less than
USS$1.25 a day (World Bank, 2008). Taking US$1.25 a day, in SSA almost 50% of the people live in
poverty (Chen & Ravallion, 2010). More than 60% of the rural population lives in poverty, and almost
90% of the rural population lives on less than US$2 a day in SSA (IFAD, 2011). Moreover, no
significant progress has been made in SSA as evidenced by the fact that half of the population
remained below the poverty line in 2005, which is the same level as in 1981 (Thorbecke, 2013).
People under poverty cannot and/or rarely have access to nutritious food which jeopardizes food
insecurity. Food security at household level exists “when individuals in the household, at all times,
have physical and economic access to sufficient, safe and nutritious food to meet their dietary needs
and food preferences for an active and healthy life.” (FAO, 1996). Individuals who are food secure do

not live in hunger and fear of starvation (FAO, 2006).
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Major causes of food insecurity are drought and flooding (Shiferaw et al., 2014). Drought is mainly
caused by lack of rain as a result of extreme climate change (Wheeler & van Braun, 2013). It affects
the food production in SSA because agriculture is mainly dependent on rain fall (Calzadilla et al.,
2013). In SSA, extreme droughts impede people’s ability to grow food (Kebede et al., 2011; Songok et
al., 2011b). Flooding increases due to climate changes (Tschakert et al., 2010), which reduces the
areas suitable for agriculture and declines agricultural yields in many regions of SSA (Sarr, 2012). In
total, droughts and floods account for 80% of the loss of life and 70% of economic losses in SSA

(Bhavnani et al., 2008).

Importantly, growth in agricultural outputs in SSA is slower than the growth of the population in the
region (FAO, 2009) and hence agricultural production cannot totally feed the expanding population in
SSA (Suttie & Benfica, 2016). Low agricultural production is caused by several factors including the
limited use of irrigation and the fact that agriculture is mostly dependent on small scale subsistence
farms. In SSA, agriculture production is largely dependent of rain fall and only 4% of agricultural land
is irrigated (Burney et al., 2013). Although an estimated 40 million ha are suitable for irrigation, only
7.3 million ha (18% of the total potential irrigable land) are actually irrigated (Burney et al., 2013). As
a result, the majority of farmers produce only once in a year during rainy season which limits
agricultural production. Small scale subsistence farmers are the overwhelming majority of
agricultural producers in SSA. They are asset-poor smallholders, who use simple technologies (e.g.
hand hoes and oxen) and traditional cultivation practices (low agricultural input practices), which
further adds to low productivity (Haddad et al., 2011). This low agricultural production further

contributes to low income for farmers and affects their livelihood.

A livelihood comprises the capabilities, assets (material and social resources) and activities required
for a means of living (Ellis, 2000). Agriculture is the largest economic sector in terms of livelihood
provision in SSA (Rakotoarisoa et al., 2011). In SSA, between 40% and 70% of rural households earn
more than three-quarters of their income from agricultural production (IFAD, 2011). This clearly
indicates that agriculture can contribute to improve livelihood for the majority of the rural poor
(DFID, 2004; World Bank, 2008). It is estimated that every 10% increase in yields in SSA leads to a 7%
reduction in poverty of rural household and thus livelihood improvement (Pretty et al., 2011).
Beyond livelihood, agricultural productivity contributes to economic growth and economic
development (Juma, 2015). Moreover, high agricultural production increases exports of agricultural
products from SSA to the world markets, which is important to economic development, because it
provides countries with foreign currencies and thus opportunities to buy other resources (IMF, 2007;

UNCTAD, 2010; World Bank, 2007).
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In Ethiopia, the situation is similar to most of SSA in that the economy of Ethiopia is largely based on
agriculture (Evangelista et al., 2013). In Ethiopia the agricultural sector provides direct livelihood for
about 83% of the population, and contributes around 42% to the GDP (CSA, 2016). Agricultural
exports, on average, contribute around 90% of total exports earnings of the country. In terms of
employment, agriculture engaged the largest proportion of the population, employing 85% of the
labour force in Ethiopia (CSA, 2016). This makes the agricultural sector the most important economic

activity in the Ethiopian economy.

Ethiopian agriculture, however, is plagued by drought (Rahman, 2008), unexpected flooding and El
Nifio (Battisti & Naylor, 2009; WFP, 2016). Ethiopia’s agricultural system is highly dependent on
rainfall, particularly on the amount and seasonal distribution (Bewket, 2009; Tefera, 2012). The
frequency of drought and irregular rainfall patterns in Ethiopia have increased in recent decades
(Viste et al., 2013), which results in food insecurity (Bazezew & Bewket, 2013). With a population
exceeding 86 million people, over 30% of Ethiopia’s population is considered food insecure (CSA &
WFP, 2014). In Ethiopia, poverty is more prevalent in rural (30.4%) than urban areas (25.7%) (MoFED,
2012). Ethiopia has shown significant agricultural development in the past years. For example,
growth in cereal (maize, wheat, sorghum, barley, teff) production has increased by 7% per year from

2000 to 2009 (Taffesse et al., 2012). However, Ethiopia is still reliant on foreign aid.

Ensuring food security at rural household level is a challenge as rural households are smallholder
farmers (Taffesse et al., 2012) who have small-sized farmlands and often do not use agricultural
inputs (EEA, 2002). The average Ethiopian farmer holds only 1.2 hectares of land, with 55.13% of
them holding less than 1.0 hectare (CSA, 2009). Most smallholder farmers do not use important
agricultural inputs such as improved quality seed and fertilizers. Improved quality seeds in this
context refers to seeds that have desirable agronomic (e.g. yield) and quality (e.g. colour, size)
attributes that farmers want (Thijssen et al., 2008). In general, the use of improved seed by
smallholders is low, although use of improved seed has shown increment over years (Atilaw & Korbu,
2011). Similarly, smallholders use low amounts of fertilizers (Mclntosh et al., 2013). Use of improved
seeds and fertilizers provides higher yields (Spielman et al., 2010; UNCTAD, 2010). However,
smallholders cannot access these agricultural inputs because the cost of the inputs is high, which
they cannot afford, and seed supply from producers is limited (Bernard et al., 2008). Moreover,
smallholder farmers also often do have less access to modern agricultural machineries (Gautam,
2006). The limited use of modern technologies (machineries) and agricultural inputs by smallholders
results in low productivity (Deressa & Hassan, 2009). Because of low productivity, smallholders

supply few products to the markets. Sometimes they may have nothing to sell due to crop failure.
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Hence, they hardly obtain sufficient income from their farm (Yesuf & Bluffstone, 2009). As a
consequence the large majority of smallholders are not able to feed their families and cannot obtain

sufficient nutritious food, better medical care, and education for their children.

1.1.2 Improving seed supply and seed producer cooperatives in Ethiopia

Various approaches have been followed to increase agricultural productivity and to ensure the
livelihood of rural communities (Koko & Abdullahi, 2012). This includes improving production
through agricultural intensification (maximizing the productivity of farmland with new agricultural
inputs) and extensification (extending the size of existing farms) (Koko & Abdullahi, 2012; Teklewold
et al., 2013). The government of Ethiopia has made significant efforts in terms of public investments
to speed up the growth of agriculture (MoFED, 2012). For example, official figures supplied by
Ethiopia MoFED show that, over the decade 2002/3-2011/12, agriculture was allocated an average of
15% of the government’s development budget (Berhanu & Poulton, 2014). Government has tried to
improve agricultural research and extension systems to support smallholders to access improved
technologies (e.g. Dercon et al., 2009). Efforts have been made to supply quality seed to farmers.
Skilled manpower supports agricultural research and extension to supply better technologies and
inputs to farmers (Dorosh & Radish, 2012, Gebremedhin et al., 2009). Educating farmers is a key to
help farmers to acquire knowledge and make appropriate decisions on their farm activities (e.g.
Asfaw & Admassie, 2004). Connecting farmers to potential markets is another intervention that has
been used to improve rural livelihood in Ethiopia (Bernard et al., 2008; Chen & Ravallion, 2007).
Access to markets could help farmers to sell their produce to alternative buyers and obtain higher
profits from the products they supply (Maertens et al., 2011). This is an important strategy to
improve smallholder producers livelihood (Grwambi et al., 2016) as high production and

commercialization contribute to an increase in smallholders’ livelihood (Fafchamps, 2005).

Prior researches indicate that farmers, who organize themselves into producer organizations or
cooperatives can overcome some of the challenges that affect their livelihood at individual level
(Barham & Chitemi, 2009; Kaganzi et al., 2009). Cooperatives or producer organizations are rural
organizations owned and controlled by farmers. Cooperatives can access inputs through collective
actions and hence are able to reduce transaction costs so as to increase members’ access to high
value markets (Narrod et al., 2009) and to benefit from economies of scale (Bijman, 2016).
Government and development partners can easily support and facilitate trainings and education for
members to acquire technical skills and provide advice to improve agricultural production, when
farmers are organized into cooperative (Alemu, 2011; Shiferaw et al.,, 2014). Cooperatives are

suitable to provide agricultural inputs that benefit their members (Beyene, 2010) and hence
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members of the cooperative do have better access to agricultural inputs and technologies than
individual farmers (Bernard et al., 2008). Both in terms of quantity and quality, this support helps
members of the cooperatives to improve their agricultural production to meet the market needs. In
addition, cooperatives are able to keep the products properly stored until they find the appropriate
buyers to sell it for good prices and obtain high income (Abate et al., 2014; Grwambi et al., 2016).
Hence, cooperatives help members to access inputs, improve agricultural production, obtain higher

income, and eventually improve livelihoods.

Agriculture could be improved through the application of quality seed (Louwaars et al., 2013).
Agricultural production and rural development in Ethiopia certainly depends on the availability of
improved quality seed to the farmers (see Alemu & Bishaw, 2015). Use of improved quality seed
significantly increases agricultural production (FAO, 2012). For example, hybrid maize seeds (i.e.
improved seeds) are estimated to have 30% higher yields than local maize (Holden, 2013). However
farmers cannot fully access seed as they want in terms of quantity and quality (Emana & Nigussie,
2011; Thijssen et al., 2008). Access to seed includes the type (different crops and varieties), quality
(e.g. colour, size, nutrition value etc.) and quantity (volume of seed) of seed (Alemu, 2010). In
Ethiopia, only public institutes and a few private companies develop and multiply seed. They focus on
only a few crops and cannot provide sufficient seed to farmers and are hence unable to satisfy the
demand of farmers (Bishaw & Louwaars, 2012). Seed can contribute to agricultural production if and
only if it is available in good quality, in sufficient quantity, at the right time, and for the right price
(Louwaars & de Boef, 2012). Effective seed systems can improve the availability and supply of quality

seed to farmers (ISSD Africa, 2012).

Well-performing seed systems refer to systems that guarantee and facilitate for effective delivery of
quality seed to farmers (Louwaars et al., 2013). A seed system is a chain of production and
distribution activities to supply seed to farmers. Effective seed systems allow farmers to choose their
preferred seed in terms of seed type, quantity and quality (Alemu, 2010). In Ethiopia, seed systems
are traditionally categorized into formal and informal seed systems (e.g. Atilaw & Korbu, 2011; de
Boef et al., 2010; Louwaars et al., 2013). The formal seed system is a system that involves a chain of
activities leading to certified seed of verified varieties (Louwaars, 2007). However, its contribution to
the total seed supply is limited to a few cereal crops particularly hybrid maize and bread wheat
(Bishaw & Louwaars, 2012), and covers only less than 10% of the total seed demand of the country
(Atilaw & Korbu, 2011). The informal seed system in the Ethiopian context is defined as seed
production and distribution practices where there is no legal certification in the process (Alemu,

2010). It provides access to seed adapted to local conditions, while making use of local resources
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(Alemu, 2010; Thijssen et al., 2008). Recently an alternative seed system appeared in the Ethiopian
seed sector, which is categorized as intermediary seed system (ATA, 2015; Hassena & Dessalegn,
2011). The system has distinct and overlapping features with the formal and informal seed systems
(ATA, 2015). In intermediary seed system seed can be produced by local farmers under technical and
financial support from different partners (GOs, NGOs). The system has various forms and considers
different seed production approaches such as conservation oriented seed producer groups and
farmers’ research group-based seed production (Hassena & Dessalegn, 2011). Seed producer
cooperatives (SPCs) are categorized under intermediary seed system because they have features of
both formal and informal seed systems. The details of the Ethiopian seed sector and the roles and

contributions of SPCs for seed supply improvement are briefly discussed in chapter 2 of this thesis.

Seed producer cooperatives are agricultural marketing cooperatives established by a group of
farmers in order to supply quality seed to the markets (Alemu, 2011; FCA, 2016). They are specialized
marketing cooperatives for seed business (Subedi & Borman, 2013). Like other cooperatives, SPCs
aim to achieve members’ common goal (i.e. to access inputs and supply quality seed to the market so
as to obtain high income and improve members’ livelihoods) that could not be accomplished by
individual members acting on their own (Valentinov, 2007). The main objectives of SPCs are to
produce and market quality seed to local markets and beyond, to make seed a commercial product,
and thus to generate income and improve the livelihood of their members (Subedi & Borman, 2013).
SPCs have to be commercial in order to perform well as a business. Market orientation theories and
practices (Kohli & Jaworksi, 1990; Narver & Slater, 1990) are used as guiding frameworks for SPCs to

be commercial and perform well in the business.

1.1.3 Market orientation for seed producer cooperatives in Ethiopia

Market orientation is defined as the implementation of the marketing concept (Deshpande & Farley,
2004). Market orientation is the cornerstone of the marketing discipline and contributes to long-term
profitability (Deshpande & Farley, 2004; Kohli & Jaworski, 1990). It is a business approach or
philosophy that focuses on identifying and meeting the stated and hidden needs and wants of
customers (Narver et al., 2004). Market-oriented firms are known for their superior understanding of
the expressed and latent needs of existing and potential customers and by their ability to offer
solutions to those needs (Amirkhani & Fard, 2009; Ellis, 2006). Moreover, they do not only focus on

short term profit, but focus on sustainable profits (e.g. Narver et al., 2004).

Seed producer cooperatives could benefit from a market orientation adapted to their context in

order to satisfy their customers. SPCs’ customers include individual farmers, big seed companies
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(mostly through contract agreements) and other institutional buyers. Farmers directly buy the seed
from the SPCs and use the seed for agricultural production (Subedi & Borman, 2013). Big seed
companies (contracting parties) also buy seed from SPCs mostly on the basis of prior contractual
arrangement (Ayana et al., 2013; Tsegaye, 2012). SPCs also sell their seed to institutional buyers such
as development projects, government organizations and NGOs. Institutional buyers often buy the
seed from SPCs and distribute it to other farmers in places where they conduct seed and food
security missions (Beyene, 2010). Moreover, SPCs are also responsible for satisfying their members
as internal customers. In the SPCs context, member farmers can support their livelihoods through
two ways. One, they directly benefit on the basis of the cooperative performance in which members
sell the seed to their cooperative and then the cooperative again sells to customers with better price.
To this end, members could benefit from the price, and get profit and high income. Two, members
use improved seed in their farm to get high grain production which could be used for household
consumption as well as could be sold to the local market to obtain better income. In both cases,
members of the cooperative are able to obtain better incomes and support their livelihood

improvement.

Government organizations, the Integrated Seed Sector Development Programme/Ethiopia, NGOs and
various development projects have supported sustainable seed business in the country. They support
SPCs to increase their market orientation. The aim of the support is to help SPCs to be more market-
oriented in their business venture which may contribute to performance of the SPCs as well as their
members’ livelihood (Subedi & Borman, 2013). Through the approach of market orientation,
cooperatives may improve their performance in the supply of quality seed to customers and improve
their financial performance. Customer farmers may use the seed to increase their agricultural
production, increase income, and improve livelihood, which eventually contributes to ensuring food

security in Ethiopia.

The concept and practices of market orientation have been widely studied in high income countries
(HICs), particularly in the United States and other Western countries. Moreover, market orientation
has been studied mainly in large company settings (Burgess & Steenkamp, 2006; Maydeu-Olivers &
Lado, 2003). The general finding is that market orientation positively contributes to business
performance in HICs (e.g. Cano et al., 2004; Ellis, 2006; Kirca et al., 2005). With mature economies
characterized by the prevalence of buyer’s markets, stable growth, and intense competition, market
orientation positively contributes to the company’s sustainable competitive advantage (Ellis, 2005).

The direct transferability to the D&E economies of the market orientation theories and practices

which were developed on the assumptions of Western world might be difficult (Burgess &
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Steenkamp, 2006; Steenkamp, 2005). Most of the existing body of research has been focused in HICs.
Obviously the arguments of the market orientation theories and practices are assumed to be
constant and equally applicable in other environmental conditions (e.g. Narver & Slater, 1990).
However, the context of D&E economies differs considerably from HICs’ context in which market
orientation theory was originally developed (Ellis, 2005). Most countries in D&E economies suffer
from inadequate infrastructure, lack of access to technologies, and resource shortages (Sheth, 2011).
Underperformance of formal institutions and weak institutional environment are also considered as
limitations in D&E economies (van Tilburg, 2010). The institutional context of D&E economies departs
from the assumptions of theories developed in terms of socioeconomic, demographic, cultural and
regulative attributes (Wright et al., 2005). Hence, firms in D&E economies may not be able directly to
incorporate and apply the knowledge of marketing that is derived almost exclusively from high
income, industrialized countries (Burgess & Steenkamp, 2006). This creates a need to consider the
specific context in the implementation of the market orientation practices. Moreover, understanding
the unique situation of D&E economies may give fertile ground to develop new perspectives and
practices in the marketing discipline (Burgess & Steenkamp, 2006; Sheth, 2011). For example,
competitor orientation is considered as one of the key components of market orientation that
significantly contributes to firm performance in HICs (Narver & Slater, 1990). However, studies in the
D&E economies show that competitor orientation has limited contribution for livelihood
performance of Ethiopian pastoralists (Ingenbleek et al., 2013). This indicates that the practices of
market orientation and their influence on performance may vary in D&E economies which are
characterized by specific cultural contexts. Therefore, specific market orientation practices of D&E
economies need to be understood for the proper implementation of the concept of market

orientation.

A second feature of the study of market orientation and its influence on firm performance is that it
has extensively relied on research among large firms (e.g. Kirca et al., 2005). Studies indicate that
market orientation has a significant contribution to firm performance (e.g. Cano et al., 2004).
However, surprisingly little information exists about small firms in D&E economies (e.g. Boohene et
al., 2012). Empirical relationships particularly have not been well quantified and are very scarce for
agricultural marketing cooperatives (Benos et al., 2016). More specifically, we have limited
information on how the market orientation practices can contribute to the performance of small
agricultural marketing cooperatives in D&E economies. Cooperatives run the business with the
objective to assist their members to trouble-free their life and enhance their standard of living. They
also help their members to attain increased productivity, income and maximum utilization of

economies of scale. They greatly contribute for GDP and are seen as key to development of
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smallholder agriculture. However, the lack of study on cooperatives contrasts with the importance
given, at least from a theoretical perspective, to market orientation in other sectors (Agirre et al.,
2014). Specific to the Ethiopian context, we have limited information about the implementation of
market orientation and its effects in the context of Ethiopia (e.g. Tessema, 2012). A recent research
shows the contribution of market orientation on the livelihood of Ethiopian pastoralists (Ingenbleek
et al., 2013). To this end, our understanding is partial with regard to how market orientation is
interpreted and practiced in the context of small agricultural marketing cooperatives in Ethiopia and
how it influences their performance. This thesis considers SPCs as a case of small agricultural
marketing cooperatives in D&E economies. Understanding the concept and practices of market
orientation of SPCs, and its relationship with performance is important for SPCs to improve their
market orientation and to become commercial and successful in the seed business. With their dual
objectives of serving customers as well as their members, SPCs may benefit from adapting market
orientation to their context. They have two customers that they should satisfy at the same time.
They should supply quality products (i.e. seed) to markets based on customers’ needs and maintain
customers’ value. Moreover, they should provide goods and services to members and link members’

product to the market so that members attain high incomes and livelihood improvement.

1.2 Aim and research questions
The general aim of this thesis is to deepen the understanding of the implementation of market
orientation in the agricultural marketing cooperatives in the D&E economies. To this end, taking

Ethiopian SPCs as a case, the thesis aims to answer the following five research questions.

1. What is the current position of SPCs in the Ethiopian seed sector and their role in the seed supply
improvement of Ethiopia?

2. How is market orientation interpreted and practiced in SPCs?

3. How is market orientation best operationalized or measured in the SPCs context?

4. How does market orientation influence cooperative performance and livelihoods of member
farmers? and

5. What are the most important marketing activities for the performance of SPCs?

1.3 Structure of the thesis
This thesis is organized into seven chapters, including this general introduction (chapter 1) and a
general discussion (chapter 7). The remaining chapters, chapter 2 through chapter 6, answer the

research questions of the thesis. The structure of the thesis is displayed in Figure 1.1.

22



Chapter 2 (Seed producer cooperatives in the Ethiopian seed sector and their role in seed supply
improvement) provides a review of the relevant literature about the current situation of the seed
sector in Ethiopia, the seed systems, and the roles and involvement of various stakeholders (seed
companies, SPCs, researches, government organizations, NGOs etc.). More specifically, this chapter
focuses on the position of SPCs in the seed system, their contribution to seed supply, their typical
features, how members benefit from the seed business, the business opportunities, and the internal
and external challenges SPCs face. The chapter further discusses the contribution of SPCs to increase
seed security, improve crop productivity and thus to improve rural economic development in

Ethiopia.

In chapter 3 (Market orientation practices of Ethiopian seed producer cooperatives) a bottom-up
(inductive) approach is used in case studies to explore the understanding and interpretations of the
market orientation concept by Ethiopian SPCs. It also investigates the market orientation practices
related to three components of market orientation: information generation, information
dissemination, and responsiveness. The study identifies themes specific for market orientation in
SPCs’ context. It also compares experts’ opinions with the current market orientation practices of

SPCs.

Based on the outcomes obtained from the case study in chapter 3, chapter 4 (Developing measures
of market orientation: the case of Ethiopian seed producer cooperatives) develops market
orientation measurement scales specific for Ethiopian SPCs. Building on Item-Response Theory (IRT),
the chapter considers etic items from the literature and emic items from SPCs’ context to resolve the
etic-emic dilemma in scale construction. The chapter reports the results of a quantitative survey that

combines the etic and emic items in measurement scales development for Ethiopian SPCs context.

Chapter 5 (The influence of market orientation on firm performance and members’ livelihood in
Ethiopian seed producer cooperatives) empirically and quantitatively tests the relationships between
market orientation components and various performance indicators. Besides business performance,
the livelihood improvement of member farmers’ families is used as a performance indicator.
Customer orientation, competitor orientation, interfunctional coordination and supplier orientation
are included as market orientation components. The mediating role of business performance in the

relationship between market orientation and livelihood improvement of member farmers is tested.

Chapter 6 (Marketing activities as critical success factors: the case of seed producer cooperatives in

Ethiopia) aims to assess the internal marketing activities that contribute to the performance of
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Ethiopian SPCs. The chapter identifies practices in the implementation of marketing activities among
Ethiopian SPCs. Using qualitative and quantitative techniques specific suggestions about marketing

activities to improve SPCs’ performance are provided.
The concluding chapter of this thesis, Chapter 7 (General discussion), synthesizes the main findings of

the thesis, draws the main conclusions, and outlines the theoretical and managerial (practical)

implications of the main findings. It also discusses limitations and opportunities for future research.
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General Introduction
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Figure 1.1: Outline of the thesis
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Abstract

This paper reviews and discusses the seed producer cooperatives (SPCs) in the Ethiopian seed sector.
Specifically, the paper reflects on their contribution for improving seed supply in the country. The
current liberal market system of Ethiopia creates new opportunities for growth as successful
enterprises but also brings new challenges such as more intense competition for smallholder
producers. The policy encourages SPCs to engage in seed business. This paper draws on scientific
literature, reports, white papers, project documents and websites. The review shows that the seed
sector in Ethiopia consists of three seed systems: formal, informal and intermediary seed systems.
Each seed system has a specific contribution in delivery of seed to farmers, but they vary in their
approach and respective strategies. SPCs are categorized in the intermediary seed system because
they have features of both formal and informal seed systems. SPCs play a key role in meeting seed
demand. They contribute greatly to seed supply improvement through production of high volume of
seed supply, crop and variety diversification, and seed delivery to farmers. They produce and market
the seed through various market channels including direct sales to farmers, sales through contractual
agreement and sales directly to institutional buyers. Their contribution to improve the seed supply
and seed security has received considerable recognition by policy makers and development
practitioners. Therefore, government and development partners should support and strengthen SPCs
to maximize their success in the seed business and their contribution for improvement of the seed
supply in Ethiopia.

Keywords: Economic development, markets, seed producer cooperatives, seed security, seed

systems.
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2.1 Introduction

As the world’s political and economic systems are changing, many countries now-a-days are shifting
from a planned economy to a market or mixed economy. Many African countries are currently
undergoing a long process of economic reform (Block, 2002). Ethiopia, one of many African
countries, introduced the liberal market economy almost three decades ago. Since 1988, Ethiopia has
gradually moved from a communist-inspired, controlled economy to a mixed economy. Mixed
economy refers to market economies with strong regulatory oversight and governmental provision
of public goods. Since 1991, policies of economic liberalization in Ethiopia have been effective to
release the economy from rigid state control (Kodama, 2007). The economic reform and shifting

ideology affect all sectors in the country.

The economic reform affects the agricultural sector in Ethiopia without exception, which is the
mainstay of the rural areas (Hazell et al., 2010). The Ethiopian economy is largely dependent on the
agricultural sector, which is hence a key to accelerate economic development and to overcome
poverty (Dorosh & Mellor, 2013). Ethiopian agriculture contributes 42% to the GDP and represents
90% of total exports earnings of the country (CSA, 2016). Agriculture is serving as a springboard for
the development of other economic sectors within the country (Keeley & Scoones, 2000). Since the
1990s, the Ethiopian government has formulated and implemented the policy framework, known as
Agricultural Development Led Industrialization (ADLI), with agriculture as a primary stimulus to
increase output, employment, and income for the people. According to ADLI, the agriculture sector

will turn Ethiopia into an industrialized economy (MoFED, 2003).

With the introduction of structural reforms and market liberalization in Ethiopia and the change in
the agricultural sector, the role of state-owned farms has dramatically declined and instead the
involvement of private investors in agriculture production has increased. This policy shift also re-
defined the role of agricultural cooperatives (Emana, 2009). Government policy allows and
encourages the high involvement of private companies and other entities including cooperatives in
agricultural production and marketing (Bernard et al., 2013). Large areas of agricultural production
are now shifting to crops that are important for food security, crops used as raw materials for
industries (e.g. malt barley for brewery, wheat for flour factory), commercially traded crops (e.g.
haricot bean, sesame), and crops with high market value (e.g. vegetables). Efforts have been made to

improve the agricultural productivity and economic development of the country (MoFED, 2012).

Agricultural productivity depends on the use and availability of better agricultural technologies and

practices. As a result of intensification (i.e. maximizing the productivity of farmland with new
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agricultural inputs) and extensification (i.e. extending the size of existing farms) (Koko & Abdullahi,
2012) the demand for improved technologies, including improved seed and fertilizer, has increased
in Ethiopia (Spielman et al., 2010). This demand for improved technologies comes from smallholders,
producer organizations, and private companies. Quality seed in particular is a key factor in Ethiopian
agricultural production (Alemu et al., 2010). Quality seed is at the core of the “technology package”
needed to increase agricultural production, food production and rural economic development
(Alemu, 2011; Bradford & Bewley, 2002). Its contribution is high when it is available in demanded
quality and quantity at the right time and for the right price (Adetumbi et al., 2010; Louwaars & de
Boef, 2012). However, limited availability of and access to quality seed is regarded as one of the main

obstacles to increase agricultural productivity in Ethiopia (Ojiewo et al., 2015).

To satisfy the seed demand, improved seeds are supplied particularly by public organizations: public
seed enterprises, agricultural research institutes, and universities (Thijssen et al., 2008). Private seed
producers also supply seed to the market. However, both public and private seed producers mainly
concentrate on a few cereal crops, particularly hybrid maize and bread wheat. Moreover, they supply
only a small portion of the total quantity of seed demanded by farmers. Thus, they do not satisfy the
diversified seed demand of farmers (Bishaw & Louwaars, 2012). Most smallholders tackle the seed
shortage through farmer-to-farmer seed exchange or using saved seed (Thijssen et al., 2008). To
narrow the gap between seed demand and seed supply, farmers are stimulated and supported to
organize themselves in seed producer cooperatives (SPCs) to produce and sell quality seed (Subedi &
Borman, 2013). The government encourages SPCs to engage in seed production and supply to the
market. SPCs are supplying quality seed of diversified crops and varieties based on farmers’ interests,
local demand and beyond. Thus they contribute to seed security in the country. SPCs’ contribution to
the Ethiopian seed sector has received considerable attention of policy makers and development
practitioners, and is recognized in the Ethiopian agricultural development strategies (ATA, 2015;
MoA, 2015). Hence, the aim of this paper is to review and discuss the current position of SPCs in the
Ethiopian seed sector; and their role in seed supply improvement and their contribution to ensuring

seed security in the country.

The remainder of the paper is structured as follows. First the paper explains the overview of seed
sector in Ethiopia by describing the formal, informal and intermediary seed systems; which is
followed by discussing the seed production in Ethiopia. Then, it provides overview of cooperatives in
Ethiopia. Next, it briefly discusses about the SPCs in Ethiopia including their features, their
contribution for seed supply improvement, their roles for members, the business opportunities and

challenges. The paper ends with conclusions.

30



2.2 Overview of seed sector in Ethiopia

Through history several government (public) entities, private companies, cooperatives and
smallholders have been contributing to seed sector development in Ethiopia (Thijssen et al., 2008).
The participation and coordinating role of public entities is very high in Ethiopia as compared to other
sub-Saharan Africa countries (ISSD Africa, 2012), which were colonised by Western countries and
thus adopted more a Western market philosophy. Public entities support the seed sector, notably by
carrying out research in developing varieties, by arranging (and subsidizing) seed quality control and
seed promotion, by stimulating investments in the seed sector, by introducing tax measures, by
subsidizing specific seed products, and by direct and indirect participation in seed production and
distribution (Louwaars & de Boef, 2012). The role of public entities is still crucial in supporting the
seed sector. Recently, the contribution of private producers (companies) and other forms of
producer organizations (e.g. SPCs) has increased. Projects are designed with the aim to increase seed
production and distribution by strengthening the public and private sectors and also promoting

community-based seed production strategies (Alemu, 2010; ATA, 2015).

The seed sector in Ethiopia can be categorized into different seed systems. Traditionally seed
systems in Ethiopia are broadly categorized into two systems: the formal and the informal seed
systems (e.g. Atilaw & Korbu, 2011; de Boef et al., 2010). Louwaars et al. (2013) classified the seed
systems as farm-saved seed, community-based, public companies, commercial companies, and
closed value chain. Farm-saved and community based categorize under informal system. Farm-saved
seed refers to a practice of saving seeds for use from year to year. Community-based is an informal
arrangement wherein a group of farmers has established a system of producing and exchanging or
selling quality seed. This can include both local and improved seeds. Public and private companies
are part of the formal seed system and produce and commercially sell seed under the formal rules
and regulations. The closed value chain seed system, part of formal system, cover seeds specific for a
value chain. Coffee and cut flowers are examples of closed value chain system in Ethiopia (Louwaars
et al., 2013). Others used classifications of seed systems for specific crops. For instance, Hirpa et al.
(2010) reported the presence of formal, informal and alternative potato seed systems in Ethiopia.
Alternative seed systems include seed that is produced by local farmers under financial and technical
support from NGOs and breeding centres. In recent years the idea of intermediary seed system has
appeared in the Ethiopian seed sector. Intermediary seed system combines attributes of both the
formal and the informal seed systems (Hassena & Dessalegn, 2011). The seed system development
strategy prepared by Ethiopian Agricultural Transformation Agency (ATA) has recognized the three
seed systems in the Ethiopian seed sector: formal, informal and intermediary (ATA, 2015). In this

section we elaborate on this classification and present specific attributes of the three seed systems.
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Formal seed system

The formal seed system in the Ethiopian context is a system that involves a chain of activities leading
to certified seed of released varieties (Louwaars, 2007). The formal seed system is guided by
scientific methodologies for plant breeding. Multiplication is controlled and operated by public or
private sector specialists, and significant investments have been made throughout the process
(Louwaars & de Boef, 2012). The research system or certified multipliers produce and distribute basic
seed. Suppliers of basic seed are public seed enterprises and a few licensed private seed companies.
Regulatory agencies supervise the production and distribution of certified seed along with all actors

involved in the seed chain (Alemu, 2010).

In Ethiopia formal seed production can be dated back to the opening of Jimma Agricultural College
(now Jimma University) in 1942, Alemaya University of Agriculture (now Haramaya University) in
1954, Institute of Agricultural Research (now Ethiopian Institute of Agricultural Research) in 1966,
and the Chilalo Agricultural Development Unit in 1967 (Gebeyehu et al., 2001; Simane, 2008). The
latter no longer exists. The Ethiopian seed program was very much ad hoc and the seed production
activities were not well coordinated until the late 1970s. Institutionalized seed production,
processing, distribution and quality control were started by the end of 1970s when the National Seed
Council (NSC) and the Ethiopian Seed Enterprise (ESE) (the then Ethiopian Seed Corporation) were
established (Bishaw et al., 2008; Gebeyehu et al., 2001).

Together with ESE, other public organizations such as agricultural research institutes, universities,
ministry of agriculture, and state agricultural development corporations gradually engaged in seed
production in order to meet the national seed demand. However, despite all these efforts, it
remained difficult to satisfy the seed demand (Gebeyehu et al., 2001). ESE was the only seed
producer organization responsible for supplying seed to the entire farming community through local
production and/or imports from abroad. However, its activities were highly skewed to the state
farms and cooperatives (Bishaw et al., 2008). There were no private seed companies engaged in seed

production when the economy was led according to state-owned socialist principles.

In Ethiopia, seed production in the formal seed system is highly dominated by the public sector. ESE
(accountable to the federal government) and regional government seed enterprises play dominant
roles in the formal seed system. They are governed by the board of directors of their respective
federal and regional governments, and responsible for production, processing and marketing of seed
to meet the regional as well as the national seed demand. Though they are responsible for

production of seed for all crops (cereals, pulses, fruits, vegetables, forages), their seed production is
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dominated by a few cereal crops mainly hybrid maize and wheat (Bishaw & Louwaars, 2012). They
produce, process, distribute, and market improved seed based on official demand projections of the
ministry of agriculture and the respective regional bureaus of agriculture. Several private seed
producers and companies, involved in the formal seed system, supply large quantities of seed to
users. They mainly focus on hybrid maize seed. According to Bishaw & Louwaars (2012), wheat and
maize make up nearly 64% and 23%, respectively, of the total certified seed supply from the formal
sector. The interest of private seed companies to engage in other crops than maize is less because
profit potential is limited. Farmers need hybrid maize seed every year which attracts private
companies. For other self-pollinating crops for which farmers do not buy every year, private
companies show little interest to invest. Efforts have been made to satisfy the Ethiopian seed
demand through the formal seed system. However, the formal seed system could not satisfy the
seed demand of the vast majority of the nation’s farmers who are smallholders and subsistence
farmers particularly in remote areas (Bishaw et al., 2008). The formal system clearly demarcates the
roles and responsibilities of stakeholders in the seed chain such as research organisations,
universities, public seed enterprises, private seed companies, farmer organizations, and smallholder
farmers. Each stakeholder contributes to seed development or distribution. Table 2.1 presents the
major stakeholders and their roles in the formal seed system of Ethiopia. Ethiopian Institute of
Agricultural Research (EIAR), Regional Agricultural Research Institutes (RARIs) and universities are
responsible in new varieties development. They are also involved in basic seed production. National
Variety Release Committee (NVRC), at federal level, is a responsible body to make a decision whether
the varieties proposed by researchers are officially registered and released for production. Ethiopian
Seed Enterprise (ESE), Regional Seed Enterprises (RSEs), private companies, SPCs and unions engage
in seed production. Ministry of Agriculture (MoA) and regional bureau of Agriculture (BoA) undertake

regulatory activities at all seed system components.
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Table 2.1: Major stakeholders in the formal seed system and their roles

Seed system components Involved stakeholders Regulatory Regulatory
stakeholders measures

Plant breeding EIAR, RARIs, Universities

Variety release NVRC MoA Distinctiveness,

uniformity, stability
Breeder seed production  EIAR, RARIs, Universities

Pre-basic seed production EIAR, RARIs, Universities, MoA, regional BoA Seed quality assurance
ESE, RSEs

Basic seed production ESE, RSEs, private MOoA, regional BoA Seed quality assurance
companies, SPCs

Certified seed production  ESE, RSEs, private MOoA, regional BoA Seed quality assurance

companies, SPCs, unions,
farmers based seed
production

Source: Adapted from Bishaw et al. (2008)

Note: EIAR-Ethiopian Institute of Agricultural Research; RARIs-Regional Agricultural Research
Institutes; NVRC-National Variety Release Committee; MoA-Ministry of Agriculture; ESE-Ethiopian
Seed Enterprise; RSEs-Regional Seed Enterprises; BoA-Bureau of Agriculture; SPCs-Seed Producer
Cooperatives

Informal seed system

The informal seed system in the Ethiopian context is defined as seed production and distribution
practices where there is no legal certification in the process (Alemu, 2010). The system constitutes
millions of individual small-scale farmers who save or exchange seed at the local level. It also includes
development agencies and projects supporting community seed production with no regulatory
oversight (Alemu & Bishaw, 2015). It is considered as the most flexible system and it supplies both
local and improved crop varieties. The seed production and distribution is not monitored or
controlled by government policies and regulations, but rather by local standards, social structures

and norms (McGuire, 2001).

Globally about 60-90% of the seed is produced and distributed through the informal system,
although the figures vary depending on the region and the crop (e.g. Almekinders et al., 2007;
Duijndam et al., 2007). It is the dominant system in SSA (Africa Union, 2008). Similarly, in Ethiopia it is
the primary source of seed supply (McGuire, 2005) and up to 90% of the seed demand is covered by
the informal seed system, despite all investments in the formal seed system. There are several
reasons for this. Smallholder farmers in general request relatively small quantities of seed, which the
formal system does not supply. Smallholder farmers live in remote areas where the formal system
cannot reach them. Smallholder farmers have limited financial resources to purchase the formally
certified seed, which is expensive. Smallholders have diversified and difficult to predict seed demand,

which the formal system is unable to predict. The formal seed system does not tend to offer a wide
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range of varieties for crops and does not provide seed for minor crops due to demand for small
quantities (Almekinders & Louwaars, 2002). Thus farmers depend on the informal seed system
because seeds from the formal seed system are not available in adequate quantities and at the right

time (Seboka & Deressa, 2000).

Intermediary seed system

In Ethiopia, both the formal and informal seed systems are operating simultaneously and sometimes
overlap (Atilaw & Korbu, 2011). The failure of the formal seed system to provide seed for smallholder
farmers has raised the question whether it is possible to combine positive attributes of the formal
and the informal seed systems (Okry, 2011). How to combine the two seed systems needs
exploration because there has been little scientific research so far (Okry, 2011). The newly
recognized intermediary seed system has overlapping features with both the formal and informal
seed systems. The major actors in this system are groups (of farmers) engaged in community-based
seed production and marketing (ATA, 2015). In this system, cooperatives may be licensed to produce
and sell seed. However, they do not necessarily go through formal channels to get planting materials
or through the formal certification process (Hassena & Dessalegn, 2011). The intermediary seed
system also includes the production and marketing of seed by local farmers under financial and
technical support from NGOs and breeding centres, which is referred to as the alternative seed

system by Hirpa et al. (2010).

2.3 Seed production in Ethiopia

In Ethiopia, various actors and stakeholders are involved in seed production activities. All these
actors and stakeholders, in one way or another, contribute to production, promotion, supply and
marketing of improved seed in the country. Studies show that only a small area of land is covered by
improved seed. According to Atilaw & Korbu (2011), only 3.5% land is covered by improved seed
from the total of 12 million hectares of land cultivated by major food crops between 2005/6 and
2009/10. However, the total amount of improved seed used and the area of farmland covered by
improved seed have increased over recent years. Figure 2.1 shows the trend of the total area of
coverage by improved seeds for the decade by smallholder farmers. It also displays the amount of
improved seed used to cover the area of land. The total area covered by improved seed, during main
cropping season, increased from 44,918.6ha of land in 2006 to 122,508.4ha of land in 2015. Similarly,
the total amount of seed used increased from 26,585.7 tons in 2006 to 51,425 tons in 2015. In this
section, we highlight the specific role of seed producers (public seed enterprises, private seed

companies (producers), SPCs, and other producer organizations) in the seed production.
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Figure 2.1: Areas covered by improved seed and amount of seed used over years by smallholder
farmers

Public seed enterprises

The role of public seed enterprises is significant in Ethiopia. ESE has been multiplying and distributing
improved seed for major crops of cereals, pulses, fruits, vegetables, and forages (Alemu et al., 2008).
The total amount of seed supplied by ESE has increased from 20,746 tons in 2006 to 54,326 tons in
2010 (Atilaw & Korbu, 2011). Before 1991, the enterprise sold most of its seed directly to state farms,
to farmers through NGOs, and to the Agricultural Inputs Supply Corporation (AISCO). The state farms
are gradually declined from the agricultural sector due to policy reform. Hence, ESE has distributed
major share of its seed to farmers, NGOs and emergency relief programs of the MoA (Gebeyehu et

al., 2001).

Regional seed enterprises (RSEs) have been established to decentralize the agricultural and rural
development efforts to regional states (Alemu, 2011). RSEs include Amhara seed enterprise (ASE),
Oromia seed enterprise (OSE), and South seed enterprise (SSE). RSEs started gradually to replace ESE
as the sole public seed enterprise (Alemu, 2011). The main objective of RSEs is to multiply and
distribute improved seed of major crops in order to satisfy the regional seed demand. These public

seed enterprises produce and supply large volume of improved seed in the country. However, they
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focus only on a few crops (hybrid maize, bread wheat, tef, barley) and do not have much interest to

invest in crops/varieties demanded by niche markets.

Private seed producers (companies)

With the gradual move of the country towards a market economy, the private sector is getting more
and more involved. This also applies to the agricultural domain including the seed sector. The
government policy encourages the involvement of the private sector in agricultural intensification in
areas of variety development, seed production and marketing (Spielman et al., 2010). Pioneer Hi-
bred Ethiopia, a multinational private company, is the first private seed company that started its
operation in the 1990s following the economic reform. Gradually other private seed producers
started to engage in the Ethiopian seed business. Big private seed companies target mainly hybrid
maize, potato and some vegetable seeds. Other small-and-medium seed producers also mainly focus
on hybrid maize. Some produce seeds in their own farms and others in contractual farming with

individual or groups of farmers.

The private sector has made some initial forays into Ethiopia’s seed industry over the last decade,
and more specifically into the maize seed business. Although private seed companies are limited to a
few crops, their share of seed volume has increased. Private producers in aggregate provide 32% of
the total formal seed supply in the country (Atilaw & Korbu, 2012). Figure 2.2 displays the total
amount of seed produced by private producers in Ethiopia for the three years-2012/13 to 2014/15
(ISSD, 2016). The volume of seed production by private producers increased from 4994.1 tons in
2012/13 to 9819.2 tons in 2014/15. More specifically, the contribution of private producers is high
for hybrid maize seed production and distribution. For instance, in Amhara region alone, from the
total amount of hybrid maize seed produced and distributed in 2014 (4803.7 tons), private producers
shared 38% (1832.2 tons) of the total (ISSD/BDU, 2015).
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Figure 2.2: Amount of seed produced (tons) by private producers (2012/13-2014/15)
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Seed producer cooperatives

Recently, the role of SPCs in the Ethiopian seed sector development received attention by
researchers, policy makers, and development partners. SPCs produce seeds of diversified crops and
varieties. They sell the seed through diversified market channels: direct sell to farmers, sell through
contractual arrangement with intermediaries (public and private seed companies, research
institutes), and direct sell to institutional buyers (GOs, NGOs). Since SPCs are the main topic of this

paper, we present details about SPCs in section 2.5.

Unions and multipurpose cooperatives

Large numbers of multipurpose cooperatives are involved in seed production (FCA, 2016). They do
not have a legal licence to produce and sell seed, but they are working with public and private seed
companies on a contractual basis. They mobilize and organize their members to work as out-growers
of seed companies. The responsibilities of these multipurpose cooperatives are to help members to
get the required agricultural inputs (e.g. seeds, fertilizers), to negotiate about seed prices with
contracting parties (big seed companies), and to support members to access trainings and technical

support in seed production and marketing.

Currently there are only two seed unions in Ethiopia (FCA, 2016), which are legally registered
enterprises to produce and sell seed. They are well-organized and have skilled manpower (experts)
for seed production, management and marketing. Seed unions often produce seed through primary
seed cooperatives that are members of the seed union. In some regions, selected multipurpose
unions are allowed to engage in seed business if they fulfil the criteria set by the regional quality
control agency. Both types of unions are formally licensed to produce seed. Their production is

included in the national seed production and allocation plan (Hassena & Dessalegn, 2011).

In general Ethiopian cooperatives, whether primary or multipurpose cooperatives and unions, have
long year experience in engaging on seed production and marketing activities. However, their
involvement was mainly on contractual seed production arrangement with public seed enterprises.
The history of cooperative development in Ethiopia is associated with the contribution of
cooperatives in agricultural production and marketing including seed production. In the following

section, we discuss of cooperative development in Ethiopia.

2.4 Overview of cooperatives in Ethiopia
This section presents an overview of cooperatives’ development in Ethiopia. In addition, it highlights

the types of cooperatives in Ethiopia with special emphasis on agricultural cooperatives such as SPCs.
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History of cooperatives in Ethiopia

Cooperation is as old as human-society since people have worked together to support each other.
There are different traditional forms of cooperation in Ethiopia. These include Equb, Debo
(Jigie/Wonfel) and Edir. In “Equb” group members voluntarily pool financial resources and distribute
the resources to members on rotating basis (Kedir & Ibrahim, 2011). In “Debo” people mobilize
labour resource to overcome seasonal labour peaks. In “Edir’ members organize themselves for
provision of social and economic insurance in the events of death, accident, and damage to property
(Emana, 2009; Veerakumaran, 2007). These traditional forms of cooperation operate independent of
the formal structures of the government and so they are less likely influenced by the political system.
These cultural forms of cooperation are the basis of Ethiopian modern types of cooperatives and

they exist still today.

Cooperatives in Ethiopia were recognized as legal institutions in the 1960s during emperor Haile
Selassie’s regime (Kodama, 2007). During this time there were only a few cooperatives. They were
engaged mainly in the production of industrial crops such as tea and spices (Emana, 2009). During
the state-owned economic system (1974-1991) cooperatives were formed and reorganized to
facilitate the implementation of collective ownership of properties, which was the government policy
(Emana, 2009). The political system forced cooperatives to operate in line with the socialist ideology

and the government viewed cooperatives as instruments to build a socialist economy in the country.

In the current market-based economy, cooperatives play a key role in the socio-economic
improvement of communities. The promotion and development of cooperatives is based on
principles of the free market economy, where people organize themselves to meet their social,
economic and other common targets. The current policy strongly promotes agricultural cooperatives
to provide smallholders access to the market through collective actions (Bernard et al., 2008). The
government of Ethiopia is working to promote a well-functioning cooperative sector that fulfils the
promise of sustainably improving the livelihoods of smallholder farmers and economic development

(ATA, 2012).

Cooperatives enhance the members’ social and economic conditions (Bernard et al., 2008).
Cooperatives play a major role in providing farmers with inputs while ensuring members’ social
cohesion and economic improvement (ATA, 2012). In general the number of primary cooperatives
has increased over years. Table 2.2 shows the number of primary cooperatives in Ethiopia during the

past decades. It increased from 7366 in 1991 to 60126 in 2015 (FCA, 2015). Of these, the number of
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agriculture cooperatives increased from 6,825 in 2008 to 15,568 in 2014 (FCA, 2015). Agricultural

cooperatives account close to 31% of the total cooperatives in Ethiopia (FCA, 2016).

Table 2.2: Trends in the number of primary cooperatives for years

Year

1974 197590 1991 2006 2007 2008 2009 2010 2011 2014 2015

No of primary 149 10524 7366 20437 22275 24937 26672 35527 37247 50982 60126

cooperatives

Source: Adopted from Emana (2012) and http://allafrica.com/stories/201505180595.html

Types of cooperatives

Cooperatives in Ethiopia are classified based on the activities in which they engage (Emana, 2009).
Some cooperatives are multipurpose and engage in multiple activities. Some other cooperatives
engage in a single activity such as dairy, fishery, irrigation, apiary, seed production, fruit and
vegetable marketing, livestock production, veterinary service, coffee, tree growing, sugarcane
production, saving and credit (SACCOs), and housing (Emana, 2009; Veerakumaran, 2007). The
number of cooperatives, number of members, and capital invested vary for each category. The
highest number of cooperatives are registered in the agricultural sector, followed by housing and

SACCOs (FCA, 2016).

Agricultural cooperatives contribute greatly to the economy (Bernard et al., 2008). They have
received attention from researchers, policy makers, and development practitioners over the past
decades (e.g. Francesconi & Heerink, 2010). The government and various development partners
support and encourage agricultural cooperatives. The support aims to strengthen modern and
market-oriented agricultural cooperatives in order to improve the efficiency of agricultural markets
(Shiferaw et al.,, 2014). Agricultural cooperatives include cooperatives engaged in agricultural
commodities production and marketing such as dairy, fruits and vegetables, and seed. In the
following section we extensively discuss the SPCs in Ethiopia covering their current position,
contribution to the seed supply improvement, the similarities and variations among themselves, their

governance structure, business opportunities, and challenges.
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2.5 Seed producer cooperatives in Ethiopia

What are seed producer cooperatives?

Seed producer cooperatives in Ethiopia are enterprises established by a group of individual farmers
from a given locality. Like other cooperatives, SPCs aim to accomplish together a given goal that
could not be accomplished by individual members acting on their own (Valentinov, 2007). SPCs are
specialized cooperatives for seed business (Subedi & Borman, 2013). The main objectives of SPCs are
to produce and market quality seed to local markets and beyond, to make seed a commercial
product, and thus to generate income and improve the livelihood of their members. SPCs are
recognized by the government’s agricultural development strategies. The government is committed

strongly to support the newly established and existing SPCs (MoA, 2015).

In supporting the efforts of the government, various partners have been involved in the facilitation to
promote and strengthen the SPCs. These partners include government offices, development projects,
universities, research institutes, ATA and NGOs. The Integrated Seed Sector Development
(1SSD)/Ethiopia programme along with Ethiopian partners introduced the approach of local seed
business (LSB) within which SPCs are key players (Ayana et al., 2013). The programme supports the
development of LSBs in which groups of farmers produce and sell seed to the local market and
beyond. The main objective is to promote sustainable LSBs by making farmer groups and community-
based seed production more autonomous, commercial, and entrepreneurial in their approach. These
LSBs should become better organized, self-reliant, entrepreneurial, and professional (LSB, 2012).
Moreover, promoting LSBs helps groups of farmers to respond to changes in ecological, socio-
economic and other conditions, and to build upon and complement existing strategies within both
the formal and informal seed sectors (LSB, 2012). SPCs produce seeds of improved and local varieties
to meet the local seed demand and beyond. Community based seed producers, like SPCs, can
provide service to the community by delivering quality seed of crops and varieties, which are in

demand (MacRobert, 2009).

The number of SPCs has increased in most parts of the country. Various organizations (universities,
government offices, NGOs etc.) have contributed to and supported the development of SPCs.
According to FCA (2016), currently the total number of SPCs in Ethiopia that are engaged in seed
production and marketing reaches 327. These SPCs are located in different parts of the country from
lowland to highland, and from food secure to food insecure areas (Ayana et al., 2013). There are
considerable similarities and variations among them in terms of agro-ecological condition,

sociocultural context, farming (irrigation) facilities, local market demand, technical, managerial, and
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financial capabilities, infrastructure development (roads, electricity), credit access, external support,

and experience (Mohammed et al., 2012).

Seed producer cooperatives: intermediary seed system

Seed producer cooperatives categorize under the intermediary seed system (ATA, 2015; Hassena &
Dessalegn, 2011). SPCs share some features both from formal and informal seed systems. Features
shared with the formal seed system are: 1) SPCs produce improved varieties, 2) seeds sometimes
pass through a formal certification process, 3) SPCs are connected to the formal systems to obtain
basic seed from legal suppliers and quality assurance from authorized agencies. Moreover, some
SPCs have contractual arrangements with big seed companies. Features shared with the informal
seed system are that 1) SPCs produce a large number of crops and local varieties, depending on agro-
ecological conditions and niche market opportunities, and that 2) seeds often do not pass through
formal certification processes as quality declared by farmers themselves is determinant. Some seeds
like onion and pepper do not always go through a formal certification process. Since SPCs combine
attributes of both the formal and informal seed systems, they often categorize under intermediary

seed system.

Features of Ethiopian seed producer cooperatives

Geographical distribution of SPCs

Seed producer cooperatives are widely dispersed across different parts of the country (Subedi &
Borman, 2013) covering a wide range of environmental and socio-cultural conditions. SPCs are
located in both potential/food secure areas (surplus production) and less-potential (food insecure)
areas of the country (Ayana et al., 2013). However, most are located in high production potential
areas of the country. The number of SPCs is increasing in various parts of the country with support of
federal and regional organizations (cooperative promotion agency, bureau of agriculture, higher

education and learning institutes, research institutes) and NGOs.

Formation history

The formation history of SPCs is diversified due to a number of technical and social factors
(Mohammed et al., 2012). Some SPCs originated from farmers’ research groups (FRGs). FRGs are
often organized by research institutes to speed up the development, verification, promotion and
dissemination of agricultural technologies. It is a long tradition in Ethiopia that agricultural
researchers, NGOs and government offices are working with groups of farmers for crops and/or
varieties adaptation and demonstration (e.g. Hassena et al., 2013). These organized farmers

gradually shifted to legal SPCs. Supporting FRGs to organize themselves into SPCs is considered as an
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effective pathway towards SPCs development (Abay & Halefom, 2012). Other SPCs originated from
groups of farmers originally organized for crop biodiversity purposes. Their main objective was to
conserve the genetic resources of local crops and varieties in their locality (Feyissa et al., 2013).
These groups of farmers then organized themselves into SPCs and produced both improved and local
varieties in their seed business. The cluster-based community seed production is another pathway to
establish SPCs. Cluster-based seed production and multiplication is common in Ethiopia particularly
for the purpose of contractual seed production for public and private seed companies. Farmers
organized themselves based on seed multiplication sites. Suitable sites for clustering are selected
first and then farmers owning those sites are organized as contract growers. Cluster based seed
production is mainly facilitated by extension personnel at district levels. These organized farmers are
gradually established their own SPCs. Most SPCs, however, are immediately organized as

independent enterprises with seed as their business.

Organizational and governance structure

Seed producer cooperatives have different organizational setups depending on the number of
members, seed marketing experience, and the type of crops produced. However, most often SPCs
have three separate committees with clear roles and responsibilities: an executive committee (SPCs
leaders), a seed quality control committee, and a controlling committee (supervisory committee).
Committee members are selected out of members of the cooperative. The executive committee,
usually five to seven members, is responsible to manage the overall activities of the cooperative. The
committee is selected by and from its members to make decisions and initiate actions for regular
activities. Some major decisions require approval of members. The seed quality control committee
(often three members) is responsible only for seed quality related issues. This committee monitors
and controls the quality of the seed at all levels such as in the field, in storage, during packaging and
transportation. The controlling committee (often three members) is responsible for controlling
management and finances. A number of SPCs have additional committees responsible for tasks such
as purchasing and marketing. Some SPCs also have strong internal bylaws for effective internal
management and administration. The bylaws usually develop and approve by members themselves

implying members adhere to it.

Crops produced and sold

Seed producer cooperatives engage in diversified production of crops and varieties (I1SSD, 2016). The
crops and varieties that the SPCs produce have increased both in terms of number and types. These
include seed of cereals, pulses, oil crops, potatoes, and vegetable seeds. A few SPCs also engage in

forage seed production. Unlike to public and private seed producers, SPCs produce a wide range of
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crops and varieties both for addressing the high local demand (niche markets) and beyond. Most
SPCs engage in the commercial production of more than one crop. Through diversified crops and
varieties, SPCs play a crucial role to increase crop production and ensure food security. SPCs often
start with one seed crop, but extend their seed crop portfolios over the years as a strategy to

promote ecological sustainability and business risk management (I1SSD, 2015).

Firm experience

The experience of SPCs varies in terms of year of establishment, technical capacities to produce
quality and quantity of seed production, linkages with suppliers and value chain actors, and
autonomy (Altaye & Mohammed, 2013). Some SPCs have more experience in working with research
institutes than others. Some have only a few years of experience indicating they are at infant stage of
seed business. Members’ long year experience in seed production makes most SPCs professional in
organizing and managing farm fields to ensure the quality of seed. Some SPCs are well qualified and
experienced in hybrid maize seed production in large cluster farmlands, which requires basically

practical skills, commitment and organizational capabilities.

Member size

The number of members varies among SPCs. There is no common rule across the country on the
minimum number of members required to establish an SPC. According to Proclamation No. 147/98, a
minimum of ten or more individuals can voluntarily form a primary cooperative, including an SPC
(FDRE, 1998). However, some regions set their own requirements. In Amhara region, for instance,
the smallest number of members should be 40 to establish a new SPC (ANRS/CPA, 2012). The
inclusion of additional members is often decided by the SPCs themselves. SPCs have different criteria
to accept new members such as own land within the clustered farmlands, commitment and seed
production skills, social acceptance, and marketing opportunities for the product. Sometimes SPCs do
not allow additional members but arrange special agreements with farmers to continue as out-
growers of the cooperatives. Some practitioners consider SPCs not to have large number of members
because quality control becomes more difficult when the number of members increases (Ayana et

al,, 2013).

Market arrangement and market clients

Market arrangements and target customers vary among SPCs. Some SPCs sell their seed directly to
final users. Some other SPCs are producing seed through a contractual arrangement with public or
private seed companies (Ayana et al., 2013; Tsegaye, 2012). They sell the seed to the contracting

party. Other SPCs produce seed often in contractual arrangement with cooperative Unions, which
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are responsible for input supply and marketing. Others sell their seed to institutional buyers such as
NGOs, government organizations, and development projects. NGOs buy seed for their seed and food
security operations. Some SPCs have experience in producing unique/diversified crops and varieties
(e.g. onion, haricot bean, hybrid maize, pulse crops etc.) that have high local and international
market demand. They sell these products directly to the final users and/or the institutional buyers.
SPCs choose market arrangements depending on the type of crops they produce, the market price

they expect after production, and the priori agreement with contracting party.

The contribution of seed producer cooperatives in seed supply

Seed producer cooperatives play a key role in the Ethiopian seed sector. They produce higher quality
seed of diversified crops and varieties and directly sell to customers locally and beyond. For example,
in 2014 alone, more than 23 different crops and 131 varieties were produced by SPCs (ISSD, 2016).
They supply based on the needs of customers and agro-ecological conditions. They may function as
out-growers to public and private seed enterprises and unions under contractual arrangement. They
address the niche market for crops where there is less investment interest (i.e. financial
attractiveness) by private seed producers and for crops that are addressed by public seed enterprises
to lesser extent. SPCs can supply quality seed of those crops and varieties that have high local
demand and are often extremely important for local food production and cultural practices (Thijssen
et al., 2013). In both scenarios (out-growers and direct selling), the involvement of SPCs contributes

to the seed supply of the country.

Reports indicate that SPCs supply large volumes of seed to the market every year. For example, in
2015 alone the total amount of seed produced and distributed by SPCs through the formal
distribution procedure accounted 37% of the total seed distributed in the country (FCA, 2016). In
2014, SPCs supplied nearly 32.2% and 20.9% of the estimated national certified seed use for wheat
and potato, respectively (http://www.issdethiopia.org/index.php/services/intermediary-seed-
systems). Ethiopian SPCs reportedly contribute more than 10% of certified seed of tef, legumes,
oilseeds and potato (van den Broek et al. 2015). In general the volume of seed produced by Ethiopian
SPCs has increased over the past years. Figure 2.3 displays the trend of the total volume of seed
produced by SPCs for grain crops and potato. The total volume of seed produced by SPCs has
increased from 3,952.4 tons in 2010 to 29,675.6 tons in 2014.
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Figure 2.3: The volume of seed produced by SPCs over years

Similarly, the share of the total volume of seed that the SPCs market has increased over years. Table
2.3 shows the projections on the percentage of the market that can be served with SPCs over the
years of 2010 to 2014 (ISSD, 2016). The projections are considered based on production data of SPCs,
seed replacement rate of each crop and data from the Ethiopian agriculture statistics. In general, the
percentage of the market that served with SPCs seed has increased over years for majority of the

crops assessed.

Seed producer cooperatives make the seed affordable, available and accessible to the community
because they reduce transaction costs. Some well-performing SPCs produce the same type and
quality of seed as public and private seed enterprises supply, but they can deliver to farmers for
lower prices than big seed enterprises. Costs associated with transportation, administration, labour
and promotion are not included in the price of SPCs. In addition, the community can see and
evaluate the performance and quality of the seed while the SPCs multiply it. This creates trust among

buyers about the seed quality.
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Table 2.3: Estimated percentage of seed of selected crops

Crop 2010 2011 2012 2013 2014
Barley 0.4 1.5 5.5 8.9 7.2

Chickpea NA 0.2 2.6 7.8 12.7
Common bean 0.9 3.2 24 3.2 10.2
Finger millet NA NA 2.6 0.9 1.8

Groundnut 1.0 0.7 2.9 5.9 12.1
Lentil NA 0.5 4.6 16.0 22.8
Maize 2.1 0.5 1.9 1.7 2.6

Potato 3.1 53 11.4 22.3 20.7
Rice 7.5 72.4 44.1 31.7 37.8
Sesame NA NA 0.2 11 10.5
Sorghum NA NA 6.8 14.1 14.9
soybean NA NA 10.4 3.7 9.6

Tef 0.07 1.0 5.6 12.8 20.1
Wheat 1.8 2.4 12.1 18.2 311

Source: adopted from ISSD 2015 annual report (1SSD, 2016)
Note: LSBs include both legally registered SPCs and those under process

Role of seed producer cooperatives for members

Quality seed production

Quality seed production requires members’ commitment, skills and experience. Farmers who are
members of SPCs produce better quality seed than farmers who are not (Aklilu, 2013). The quality
control mechanisms by SPCs could benefit members to produce seed that meets the quality
standards. Members clearly know that their cooperative cannot accept their product when it does
not fulfil the agreed quality standards. Thus, they are very much concerned with farming activities
and practices. Moreover, the seed quality control committee provides advice to members on
maintaining the seed quality during the field activities and after harvest. Members have a common
goal for the seed business that inspires them to produce the best quality seed (Stockbridge et al.,
2003). Government and development partners facilitate trainings for members to acquire technical

skills and advice for producing quality product (Shiferaw et al., 2014).

Reduced transaction costs
Transaction costs are costs associated with contacts (costs for information in searching

partners/products), contracts (costs for negotiation/making agreement), and control (costs for
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monitoring/enforcing/safeguarding the agreement) (Williamson, 1985). SPCs have routines and
activities that require coordination of tasks to obtain timely access to inputs from suppliers. SPCs
reduce transaction cost through collective actions (Berdegue, 2001). SPCs obtain access to high value
markets that individual farmers are unable to access (Markelova et al., 2009; Valentinov, 2007).
Effective cooperatives are able to reduce transaction costs so as to increase members’ access to high
value markets (Narrod et al.,, 2009). Through their bargaining power, cooperatives can reduce

transaction costs and help their members to benefit from economies of scale (Bijman, 2016).

Input (seed) access

Access to agricultural inputs, particularly to basic seed is a concern and challenge in the Ethiopian
seed sector (Emana & Nigussie, 2011; Thijssen et al., 2008). Access to basic seed includes the type,
quality and quantity of seed. In Ethiopia, variety development is undertaken by public institutes
(research institutes and universities) and a few private companies. Improved varieties developed by
research institutes are further multiplied mainly by public seed enterprises and by research institutes
themselves. But their capacity is limited to provide sufficient basic seed for seed growers and
farmers. Moreover, seed suppliers concentrate only on a few crops and cannot address the
diversified seed demand of the farming community (Bishaw & Louwaars, 2012). This makes access to
basic seed a challenge. SPCs work with public enterprises in order for their members to access basic
seed (Tsegaye, 2012). SPCs are also eligible to engage in basic seed production as far as they fulfil all
the required criteria set by external quality assurance agencies. Some SPCs have already started basic
seed production indicating the better opportunity for their members to access the seed. SPCs can
also access seed for their members through their strong linkages and relationships with suppliers.

They are also officially entitled to request seed from government offices.

Market access

Seed producer cooperatives help members reach potential markets. Bargaining power of SPCs helps
members to secure good price for their products, although sometimes constrained by external
factors. Cooperatives collect the product from their members at a fair price during harvest time
when the prices usually fall drastically. They keep the product properly until they find the
appropriate buyers and sell it for good prices (Abate et al., 2014; Emana, 2009). SPCs access the
market by reaching directly the final customers, through intermediaries (e.g. public seed enterprises)
and institutional buyers (e.g. NGOs). Gashu (2011) reported that SPCs access markets for their
members through organized contractual marketing. In general, the business-oriented approach of

SPCs and the extensive support from different stakeholders helps members to access better market.
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Working with and support from externals

Members of SPCs have better opportunities to work with and obtain support from partners than
non-members. Partners of SPCs include research institutes, public and private seed companies,
cooperative promotion offices, agricultural offices, seed related projects and NGOs. Research
institutes work with SPCs for variety development, adaptation, and multiplication (Alemu, 2011;
Hassena et al., 2013). Variety adaptation and demonstration are practical means of improving the
crop variety portfolios of SPCs (Thijssen et al., 2013). SPCs need to work with research institutes to
increase the crops/varieties inflow in their seed business (ANRS/CPA, 2012). SPCs working with
researchers on-farm trials and demonstration of varieties, which help members to make their choice
among the varieties for high yield, disease tolerance and other desirable traits (Witcombe et al.,
1996). Some SPCs have good experience in working with research institutes and development
partners to diversify their crop and variety portfolios (Abay & Halefom, 2012), which is crucial for
success and sustainability of the business. Members of SPCs would benefit from exchanging
knowledge, skills and experience with researchers and development practitioners. Working with
external partners helps SPCs to acquire knowledge and skills to produce and market a wide range of

quality seed and keeps them competitive in their business (Thijssen et al., 2013).

Government and development partners (e.g. NGOs, development projects) intervene in areas where
SPCs require intensive and organized support. The government intervenes in research
activities/investment where private sector is unlikely to provide such service. Government provides
extension services to promote new varieties and other agricultural technologies and provides other
services such as audit, legal service, seed quality control and certification, as well. The NGOs also
operate as facilitators to bring government services to the benefit of cooperatives and their
members (Beyene, 2010). The support of development partners is necessary at early stages of SPCs,

but as they evolve SPCs should be allowed to work independently.

Business opportunities for seed producer cooperatives

In Ethiopia there are tremendous opportunities for SPCs to evolve into strong medium scale seed
enterprises. SPCs are interested to satisfy the specific needs of farmers in their localities and beyond.
They produce seed of cereals, vegetables, and pulses, for which a market exists. SPCs may compete
with other seed suppliers taking advantage of reduced distribution costs to transport the product to
the farming community. SPCs could address specific niche markets to provide farmers with access to
quality seed of those crops and varieties that have high local demand and are often extremely
important for local food production and cultural practices. Locally demanded crops and varieties are

often ignored by the large private and public seed companies because the demand and profit
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margins are too thin for private seed companies to justify investment (Thijssen et al., 2013). The lack
of interest from big seed companies creates a niche for the SPCs to deal with local customers. The

support from the government in linking SPCs with potential markets is a good opportunity.

Challenges for seed producer cooperatives
Seed producer cooperatives have been confronted with several challenges. Some of the challenges
are internal, which SPCs can control and manage. However, others are external, in the sense that

SPCs have no or little control over them. The following challenges are frequently mentioned.

Internal organization and management of SPCs is one critical issue to consider. Leadership capability
of the cooperative is one factor (Borda-Rodriguez et al.,, 2016). Cooperatives require highly
committed, skilled and well-experienced leaders. Dedicated and competent leaders in SPCs are
cornerstones to access information about product markets, and to maintain the quality of seed
production (Ortmann & King, 2007). Strong leaders are able to increase members’ commitment
(Fulton & Giannakas, 2001). Ethiopian SPCs are often led by executive committees selected from
members rather than by specialised and trained professionals. This is a key challenge for SPCs in their
dynamic and competent seed business environments. The absence of professional cooperative
managers, and the low literacy level of the existing leaders are key problems in many of the

Ethiopian cooperatives (Awoke, 2014).

Cooperatives are often diversified in the level of membership characteristics in terms of age, gender,
knowledge/skills, commitment and other attributes. Although difficult to get absolute homogeneity
of members, it is important to get more or less homogenous members for better cooperative
performance (Stockbridge et al., 2003). There are variations in the Ethiopia SPCs with regard to
members’ skills and capabilities in seed production, seed business, and commitment, which is
reflected in their performance (Subedi & Borman, 2013). The cooperatives' degree of success is
measured as members' commitment towards cooperatives, and members' trust in the board of
directors (Osterberg & Nilsson, 2009). There are some members that are opportunistic in getting
higher prices via other market outlets even if they have an agreement with their SPC. Some farmers
become members of the SPCs to access inputs particularly basic seed, but often show less interest

and commitment.

Seed producer cooperatives have limited financial capacities to run the business. This hinders them
from responding to customer needs and competitive actions. Cooperatives established with

members’ financial contributions largely depend on the commitment of their members to patronize
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the cooperative (Fulton & Adamowicz, 1993). Seed businesses need financial capabilities to purchase
required inputs (seed-fertilizers), collect market information, maintain relationship with suppliers,
perform seed processing and promotion, build capacity and train members etc. Because of financial
limitations, it is hardly possible for SPCs to have all the required facilities. In most cases SPCs collect
the seed from their members at fair price without immediate payment (‘loan base transactions’). The
seeds are kept until they find appropriate buyers and until the price goes up. SPCs have difficulties to
borrow cash from banks due to collateral problems, particularly for those newly established SPCs

that do not have fixed assets (e.g. store/building).

Seed producer cooperatives are sometimes constrained by limited support from partners. In
government offices, shortage of professionals and associated facilities are the limiting factors to
support and follow-up cooperatives (Veerakumaran, 2007). Because of the frequent restructuring at
the federal, regional and district levels, there is high staff turnover at the cooperative promotion
office. Commonly experienced cooperative professionals transfer to other offices with promotion,
and are replaced by less-experienced staff. This has an impact on the effective support and

development of the cooperatives in the country (Emana, 2009; Veerakumaran, 2007).

Basic seed shortage is a critical problem and affects the seed sector development in Ethiopia. Seeds
are developed by research institutes and universities, and further multiplied and supplied by
themselves and public seed enterprises. However, these suppliers have limited capacity to satisfy the
seed demand. Thus the problem of basic seed shortage is the bottleneck (Ojiewo et al., 2015;
Thijssen et al., 2008). Moreover, seed suppliers do not address the diversified seed demand of the
farming community. Beneficial crops that farmers demand most such as pulses and oilseeds remain
less prioritized (Atilaw & Korbu, 2011). The seed shortage hinders SPCs to multiply and supply large
quantities of seed to the market, despite the huge demand for a particular crop seed. Because of
seed shortage, sometimes SPCs are forced to change their cropping calendar which has a serious

impact on the performance of SPCs.

A good level of cooperation between SPCs and their partners is necessary to access information.
However, some SPCs have limited networks with partners. Sometimes they are less motivated to
maintain and improve their relationship with externals. The geographical locations (remote areas)
where some of the SPCs are located, the limited infrastructure development (roads,
communications, electricity), and the lower motivation of some partners to work in remote areas are
some of the factors that limit SPCs’ external network. This hinders SPCs in accessing the required

information and finding support from partners.
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Limited infrastructure development is another factor, although Ethiopia has made significant
progress in infrastructure development including roads, electricity, telecoms and irrigation facilities
(Foster & Morella, 2011). Some SPCs are located in areas where there is less infrastructure
development. Living in remote areas with poor infrastructures exposes cooperatives and their
members to high input costs that highly reduce their incentives for market participation (Barrett,
2008). Some SPCs have modern post-harvest machineries, but they are unable to use these due to
electric power problems. Moreover, most cooperatives cannot get sufficient extension service and
rural credit, which are important for production improvement and market success (e.g. Reardon et

al., 2009; Wiggins et al., 2010).

2.6 Roles and responsibilities of stakeholders support for seed producer cooperatives

Numerous actors and stakeholders are involved in promoting sustainable seed business in Ethiopia.
These include SPCs themselves (members and leaders), local level partners, public seed enterprises,
private seed companies, research institutes, agriculture offices, cooperative promotion offices,
regulatory agencies, institute of biodiversity conservation of Ethiopia, development projects and
NGOs. The roles and functions of these partners vary and sometimes overlap. SPC members are the
owners of the business. Members are aware that the seed business is tightly associated with their
livelihoods. As owners, their commitment, determination and roles are a solid foundation for firm
success, which ultimately affects their livelihoods. SPC leaders are responsible for the overall
administration and management of the business, and accountable for linking the business with

stakeholders.

Local level partners play key roles in capacity building of SPC members through technical and
managerial trainings. They provide consultation and extension services for SPCs. Public seed
enterprises are working with SPCs mainly for contractual seed production. SPCs access seed from
these enterprises (Alemu et al., 2008). Furthermore, these enterprises support SPCs in capacity
building activities including trainings, experience sharing, and provision of market information.
Research institutes and universities are the only sources of newly released varieties. All seed
producers, including SPCs, are entirely dependent on the availability of new seeds from public
research institutes (Thijssen et al., 2008). Some NGOs serve as a bridge between SPCs and final users
(farmers). They buy the seed from SPCs and distribute to other farmers in places where they are
operating for seed and food security missions. In addition, they support cooperatives in capacity

building activities including trainings, materials provision, and market information (Beyene, 2010).
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2.7 Conclusion

Seed sector development in D&E economies including Ethiopia is a complex issue. A strong seed
sector can contribute to a country’s economic development, when it adopts vibrant, pluralistic, and
market oriented approaches. Each seed system in Ethiopia has its own specific contribution. Thus
seed sector development strategies should develop programs upon a diversity of seed systems.
Moreover, a strong seed sector exploits the complementary roles of public seed enterprises, private

seed companies, SPCs, research institutes, government offices and other development partners.

The formal seed system covers a few crops and supplies a small volume of seed to the market. It
cannot satisfy the existing diversified and huge seed demand. SPCs play an important role in
supplying seed to the market which contributes to the narrowing of the gap between seed demand
and supply. Their contribution is also particularly important for crops where there is less investment
interest by private seed companies and for crops that are covered by public seed enterprises to
lesser degree. SPCs significantly reduce costs associated with input access and they support members
and farming communities in quality seed production and dissemination of agricultural technologies.
Although Ethiopian SPCs are diversified and face various challenges, they contribute to the seed
supply improvement of the country. Therefore, government and development partners should
support and strengthen SPCs to maximize their success in the seed business and their contribution to

improve the seed supply and ensure seed security in Ethiopia.
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Abstract

The practices of market orientation are context specific. This paper focuses on the concept and
practices of market orientation in Ethiopian Seed Producer Cooperatives (SPCs) as a case for
agricultural marketing cooperatives in developing and emerging (D&E) economies. Based on 44 semi-
structured interviews with experts, and practitioners (SPC leaders and member farmers), we identify
key market orientation elements in SPCs’ context. Analysis of the interview transcripts reveals that
market orientation criteria in the Ethiopian SPCs context could meaningfully be grouped into five
underlying dimensions; quality of produce, business organization, external orientation, value
addition activities, and supplier access. There are interesting similarities and differences between
experts’ suggestions and current practices of SPCs. The understanding of market orientation by
practitioners, particularly by member farmers, is limited to quality seed production as a final target.
There is considerable recognition of respondents on the importance of customer orientation in the
SPCs context. Information on produced seeds, market prices, and profits is considered important.
Information on competitors, although recognized by experts as important, is not really gathered by
SPCs. In general SPCs are dependent on external contacts for their market information. Experts
believe that the SPC committees should be responsible for information dissemination, but in practice
there is also an important role for the SPC chairman personally. Specific market orientation practices
by SPCs are discussed in detail.

Keywords: D&E economies, Ethiopia, market orientation, seed producer cooperatives
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3.1 Introduction

Market orientation lies at the heart of marketing theory (Ozkaya et al., 2015) and is seen as a key
contributor to organizational performance in terms of profitability, sales growth, return on
investment, customer perceived quality, customer satisfaction and loyalty, employee’s satisfaction,
esprit de corps, and organizational commitment (Jaworski & Kohli, 1993; Jaworski & Kohli, 1996;
Kirca et al., 2005; Kohli & Jaworski, 1990; Maydeu-Olivares & Lado, 2003; Narver & Slater, 1990; Raaij
& Stoelhorst, 2008).

Empirically, the concept and practice of market orientation and its effect on business’ performance
are well documented for large companies in developed countries (Cano et al., 2004; Ellis, 2006;
Harris & Ogbanna, 2001; Homburg & Pflesser, 2000; Jaworski & Kohli, 1993; Kirca et al., 2005;
Langerak, 2001; Slater & Narver, 1994). The general finding is that, in developed countries with
mature economies characterized by the prevalence of buyer’s markets, stable growth, and intense
competition, market orientation positively contributes to the company’s sustainable competitive
advantage (Ellis, 2005). Market-oriented businesses are able to satisfy the expressed and latent
needs of their customers (Farrell, 2000; Harris & Ogbonna, 2001; Homburg & Pflesser, 2000;
Inoguchi, 2011; Langerak, 2001).

As a positive market orientation-performance relation in large businesses exists, it is postulated that
the market orientation practices also are applicable to and profitable for small businesses (Alam,
2010; Blankson & Stokes, 2002; Verhees & Meulenberg, 2004). Although based on relatively few
studies, the available evidence suggests that this is indeed the case (Blankson & Cheng, 2005; Chao &
Spillan, 2010; Inoguchi, 2011; Pelham, 2000; Renko et al., 2009).

Studies in the context of D&E economies are scarce (Mahmoud, 2011). Several scholars have urged
for exploring the tenability of marketing theory taking into consideration the specific situation of
D&E economies (e.g. Burgess & Steenkamp, 2006; Sheth, 2011). Most D&E economies are highly
local and suffer from inadequate infrastructure, lack of access to technologies, and chronic resource
shortages (Sheth, 2011). Such challenges are highly determinant particularly for small businesses.
Because of the wide technical, managerial, financial, political, socio-economical, and infrastructural
differences between large businesses in developed nations and small businesses in D&E economies,
market orientation thinking and practices may need to be adjusted to the context of small businesses
in D&E economies (Burgess & Steenkamp, 2006; Sheth, 2011). There is a need to conduct more
research in diverse cultures and contexts to boost conviction in the nature and power of market

orientation (Burgess & Steenkamp, 2006; Narver & Slater, 1990). The specific context of businesses in
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D&E economies offers great opportunities to develop new perspectives in marketing and thus

market orientation (Sheth, 2011).

The present study focuses on the implementation of market orientation by small businesses in D&E
economies. Our case study focuses on the Ethiopian seed sector with specific consideration for seed
producer cooperatives (SPCs) and how the concept of market orientation is understood and
applicable in their context. Various partners including government organizations, the Integrated Seed
Sector Development (ISSD) in Ethiopia programme, and NGOs support SPCs to develop into
commercially sustainable seed businesses. The ISSD programme together with Ethiopian partners has
been working to promote a vibrant, pluralistic and market-oriented seed sector in Ethiopia in order
to increase the sustainable access to affordable quality seed of superior varieties (Louwaars & de
Boef, 2012). These SPCs show considerable variation both in terms of their formation history,
production potential, infrastructure, seed crops produced, year of establishment, seed marketing
experience, number of members, and seed marketing strategies (Mohammed et al., 2012). SPCs
consisting of seed producing farmers, are led by an executive committee (SPC leaders) selected from
among the member farmers, with dedicated committees for seed quality control, managerial, and

financial control.

The structure of the paper is as follows. First, the paper briefly introduces the market orientation
concept in general, and the evidence on its applicability to SMEs in D&E economies. Next, it
introduces the case study of SPCs in the Ethiopian context. This is followed by the description of the
methodology of the study and presentation of the results. The paper continues with the conclusion

and discussion and ends with suggestions for further research.

3.2 Market orientation

Narver & Slater (1990) and Kohli & Jaworski (1990) studied market orientation empirically in different
industries. Market orientation has been approached as a company culture building on three
components: orientation on the customer and on competitors, and cross-functional coordination
within the company to effectively and efficiently respond to and anticipate on the challenges in the
external environment (Narver & Slater, 1990). In terms of market intelligence functions, market
orientation practices involve the generation and dissemination of market intelligence and the
responsiveness to such intelligence (Kohli & Jaworski, 1990). These two seminal works provided

conceptualizations, definitions and measures of the market orientation constructs.
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Market orientation provides a business with a better understanding of its customers, competitors,
and environment, which subsequently provides necessary inputs on the basis of which superior
business performance can be built (Kirca et al., 2005). A market-oriented business is one that
successfully applies the marketing concept (create value for customers), which indicates that the key
to organizational success is through the determination of the needs of target markets and
satisfaction of these needs for profit and/or other objectives (Blankson & Stokes, 2002; Deshpande &
Farley, 2004). Market oriented businesses should focus on customers’ satisfaction and sustainable
profits, and should also develop close relationships with important customers to gain deeper insight
into those customers’ desires (Slater & Narver, 1998). Meta-analysis assessments reveal that market
orientation has predominantly positive relationships with various performance measures including
profits, sales and market share, customer satisfaction, new product performance, team spirit and job

satisfaction (Cano et al., 2004; Kirca et al., 2005).

Market orientation in small businesses

The typical features of SMEs render the implementation of the market orientation concept more
challenging than for large companies. This is because SMEs typically do not have specialised functions
and departments (under one roof) and are constrained by technical and financial resources. Because
of the differences in infrastructure, the availability of and access to resources (skilled labour,
finance), the number and type of customers, and firm’s technological competence, both the
processes of information generation and dissemination, as well as the process of coordinated
response are more fluid, less structured and possibly less articulated (Blankson & Stokes, 2002;
Chaston et al., 2001; Mahmoud, 2011; Verhees & Meulenberg, 2004). As a result, in SMEs market
orientation practices reside much more at the individual level, rather than at the formalized

departmental level as in large companies.

Small businesses have limitations in technical, managerial and financial capabilities to run their
business. Unlike large companies, they do not have marketing specialists to generate information
about customers’ needs (preferences) and competition or to make good forecasts. The owner
(manager) of the business is largely responsible for marketing, and hence for the survival of the
business (Rizzoni, 1991). SMEs are constrained by scarce resources and poorly developed
management systems to access information (Carpenter & Petersen, 2002). Their market intelligence
is mostly based on external (personal) contacts with customers and suppliers (Verhees &

Meulenberg, 2004).
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The dissemination of market intelligence provides a shared basis for concerted actions by the
different departments (Kohli & Jaworski, 1990). For small businesses owned by one individual
person, coordination between internal departments is not an issue because the owner makes the
major decisions (Inoguchi, 2011). Literature supports the omission of the intelligence dissemination
component of market orientation for small businesses (Verhees & Meulenberg, 2004). Importantly,
information dissemination increases employee motivation, which has a direct impact on external

market orientation (lan & Gordon, 2009).

Small businesses run by the owner can respond with alacrity and flexibly to market intelligence
because decision-making is non-bureaucratic and the decision-maker is able to oversee the whole
production and marketing process (Carson et al., 1995; Verhees & Meulenberg, 2004). Coordinated
response towards the information generated is the key element for successful business performance
(Hult & Ketchen, 2001). The predominant view is that the limited financial and technical resources
can hinder small businesses from responding to customers’ needs. However, some researchers have
reported that responding to market intelligence seems to be easier for small businesses compared to
the larger organizations because of the size (Inoguchi, 2011). Besides their limited resources and
narrow range of technological competences, owner’s (manager’s) technical capabilities also hinder
firm’s response to customers need. Owner often focuses on the efficiency of current operations

(Chaston et al., 2001).

Market orientation in D&E economies

The market situation in D&E economies puts a further challenge on the implementation of market
orientation, both in terms of business structures as well as regarding the socioeconomic, cultural,
and political contexts. Basic marketing infrastructures such as marketing data, communication
availability, electricity, roads, e-banking (e-commerce), and skilled manpower are largely absent or
poorly developed in D&E economies (Sheth, 2011). In most cases, markets in D&E economies are
local, very fragmented, and small. Underperformance of formal institutions, uneven distribution of
value added in supply chains, underperformance of spot markets, weak institutional environments
and politically affiliated marketing systems are some of the key limitations in D&E economies (van
Tilourg, 2010). However, despite these bottlenecks there is rapid economic growth in many

developing countries.

The limited technical and managerial capabilities of firms in D&E economies together with poor
marketing infrastructure hinder the level of implementation of market orientation. Firms may not

have well organized and structured information gathering schemes and capabilities, and market
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intelligence is costly for individual firms to generate. In most cases, market information is generated
through secondary data using both formal and informal approaches such as customer surveys,
meetings and discussions with customers and trade partners, and analysis of sales reports. Advances
in information technology are potentially helpful in generating intelligence (Ngamkroeckjoti &
Speece, 2008) but require skills and infrastructural facilities. Particularly for small businesses in rural
areas of emerging economies, accessing intelligence via advanced technologies is limited. However,
the increasing coverage of mobile phones in emerging economies provides a good opportunity to
facilitate decision making process regarding the type of goods to produce and sales prices (Arinloye,
2013). Besides the limited resources available to the companies, the poor infrastructural
development hinders firms to respond for customers’ needs. E-banking (e-commerce) is very limited,
or even absent in some countries, which makes reaching customers and expanding business

troublesome (Asikhia, 2009).

The implementation of market orientation in D&E economies and particularly in small businesses is
expected to involve unique market orientation practices, beyond those identified in “general”
marketing theory. It has context specific features concerning customers’ needs identification,
dissemination of information within the business, and implementation of a coordinated response to

the information generated and disseminated.

Context of the study

Improving agricultural productivity is indispensable, in the aim to increase food supply for a growing
population and for improving the economic status of Ethiopia (Hopfenberg & Pimentel, 2001). Seed
is one of the basic inputs in agriculture and plays a vital role in sustainable development of the
Ethiopian agricultural sector (Alemu, 2011). Seed security and food security are linked together with
agricultural economic development (Louwaars & de Boef, 2012; Thijssen et al., 2008). To satisfy the
seed demand of farmers, public and private seed companies have been trying to provide quality
seeds for farmers. However, they focus only on a few cereal crops, are able to supply only about 10%
of the seed farmers use, and cannot satisfy the diversified seed needs of farmers (Bishaw et al.,

2008).

In terms of customer demand, farmers’ seed demand varies between locations. Agro-ecological
adaptability, sociocultural interest, irrigation facilities, local market demand, technical and financial
capabilities, and government regulations are some of the factors that determine farmers’ choice for
specific varieties and seeds (Thijssen et al., 2008). To satisfy the diversified seed demand of farmers

and to contribute to seed security at the local level and beyond, the government and development
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partners support the establishing and strengthening of SPCs in various parts of the country
(Mohammed et al., 2012). The support aims to promote sustainable local seed business so that they
become technically well-equipped, professional, market oriented and self-reliant in their seed
business. SPCs are small seed enterprises and autonomous organizations established by a group of
individual farmers from a given locality, organized as agricultural marketing cooperatives. They
produce quality seed and become profitable using contractual seed production and direct selling to
final customers (Tsegaye, 2012). Rural communities, but also other stakeholders, including policy
makers, recognize SPCs’ contributions to the seed sector (Alemu, 2011). The government of Ethiopia
sees a key role for a well-functioning agricultural cooperative sector, with cooperatives being self-

sustaining economic enterprises, to support economic growth (ATA, 2012).

Seed producer cooperatives are not managed by one person, unlike typical small businesses. Most
SPCs have three separate committees with clear roles and responsibilities, although the
organizational setup varies. These committees are: an executive committee (SPC leaders), a seed
quality control committee, and a managerial and financial control committee. Committee members
are selected out of members of the cooperative. Some SPCs do also have other committees such as a
marketing committee and purchasing committee. The executive committee is responsible for
managing the overall seed business’ activities. This committee develops annual budgets, implements
bylaws approved by members, recruits employees, manages all the resources of the cooperative,
searches for market opportunities, accesses agricultural inputs (basic seeds for commercial seed
production, fertilizers, crop protection chemicals, farm implements) for members, takes disciplinary
actions against members that violate the bylaws, and regularly reports to the general assembly. The
seed quality control committee is responsible for all seed quality related issues. This committee
monitors and controls the quality of the seed at all levels: in the field, during storage, packaging, and
transportation. The control committee is responsible for managerial and financial related issues, and
is accountable to the general assembly. In the general assembly, members of the SPC participate in
decision making on major issues. The general assembly is nominating, electing, and re-electing

committee members.

Although market orientation is seen as an important feature to further develop the seed sector in
Ethiopia and has been implemented as a strategic intent of the Ethiopian SPCs, there is a lack of
understanding to what extent and in which form this strategic intent has been put into practice. To
fill the gap in understanding of market orientation practices and experiences within the D&E small

marketing cooperative context, we employ a case study approach (Yin, 2003).
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3.3 Methodology

The purpose of using the case study method is to emphasize detailed contextual analysis of a limited
number of events or conditions to examine contemporary real-life situations (Yin, 2003). This study
of Ethiopian SPCs explores the understanding and interpretation of market orientation in the context
and takes inventory of current practices in the domain of market orientation components:
information generation, information dissemination, and responsiveness to this information. In this

section we describe the study area, case selection, data collection, and data analysis procedures.

Study area and case selection

To ensure adequate coverage of potential heterogeneity in the Ethiopian situation, four SPCs were
selected from four regional states in Ethiopia: Amhara region, Oromia region, Southern Nations
Nationalities and Peoples region (SNNPR), and Tigray region. These four SPCs vary in terms of their
organizational structure, formation history, production potential, seed marketing experience,
number of members, marketing strategy and market arrangement, and agroecological conditions.

The four SPCs are described in more detail in Appendix 3.1.

Data collection

Primary data were collected from individual interviews to get an inside perspective on opinions,
ideas about, and experiences with the concept and practices of market orientation. In-depth face-to-
face interviews were conducted with three groups of interviewees: SPC leaders, member farmers and

experts who have knowledge about and experience with the market orientation practices of SPCs.

Interview guides were similar between the different groups of respondents, with the exception that
the interview guides for experts were framed normatively as what “should” be done, whereas for
practitioners these were framed descriptively in terms of actual practices conducted. Also, the
questions for experts referred to SPCs in general (“an SPC”), whereas those for SPC leaders and

farmers made explicit reference to their specific SPC (“your SPC”).

Interview guides consisted of two main parts. The first part focussed on understanding and
interpretation of the market orientation concept generally, guided by two open-ended questions: (1)
“When do you consider your (/an) SPC to be market oriented?”, and (2) “What activities does your
SPC (/should an SPC) do to be market oriented?” The second part focussed on each of the specific
components of market orientation: information generation, dissemination and responsiveness.
Again, first an open question was asked (e.g. “what kind of information does your (/should an) SPC

gather about the market?”) to allow respondents to express their understanding and experiences in
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their own words. Then more specific questions were asked for further details (how, from whom, who

etc.) on each of these market orientation practices.

Prior to the interview, respondents were briefed about the purpose of the interview and research,
the reason why they were selected, the importance of participation, and the anonymity and
confidentiality of the interview (Saunders et al., 2000). Before the interview the concept of market
orientation was explained to the interviewees, using the following description: “It basically refers to
the organization wide information generation, dissemination, and appropriate response to satisfy
customers’ needs.” In the beginning, a few farmer respondents did not have clear opinions about the
open-ended questions regarding the meaning of the concept of market orientation. To them the
meaning of the questions was explained at the level of their understanding in terms of consequences
of market orientation (i.e to explain when they consider the SPC to be successful in terms of
members’ satisfaction, obtain better income, and other objectives such as satisfying customers’

need), after which they expressed their opinions.

Pilot interviews were carried out with seven respondents (three experts, two SPC leaders and two
member farmers) to check the ease with which respondents responded and to check the
appropriateness of the interview guide. For actual data collection field assistants were recruited to
facilitate the effective communication between the researcher and the respondents (i.e. translation
to/from local languages). Each interview question was translated in such a way that interviewees
could easily understand and respond. Overall, we obtained a purposive sample in which in-depth
interviews were conducted with a total of 44 respondents: 16 SPCs leaders, 12 member farmers, and
16 experts. Experts included those that have in-depth knowledge and experience on the SPCs with
regard to their organization, seed production and marketing activities. Experts include those have
relevant educational background and experience in research, seed projects, NGOs and government
offices either in marketing, cooperative marketing or agribusiness, economics or seed development
and extension. During interviews a digital voice recorder was used to gather all the information and

to increase the accuracy of data presentation.

Data analysis

The data collected were analyzed using full transcripts of the individual interviews. We used Atlas.ti
software to analyse the transcribed data. A total of 44 documents were uploaded into the software.
Data were classified along the two main parts of the interview: market orientation understanding

and market orientation practices, differentiating between the three groups of respondents. For
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market orientation practices we further differentiated the data among the three components of

market orientation: information generation, information dissemination and responsiveness.

Upon careful reading of all transcripts, an inductive data analysis was used for coding, categorising
and identifying the key themes (Lincoln & Guba, 1986). This was a ‘bottom-up’ approach, progressing
from a very detailed level to greater generality by assigning text fragments without prior
assumptions. Inductive data analysis refers to approaches that primarily use detailed readings of raw
data to derive concepts, themes and/or models through interpretations made from the raw data by
an evaluator or researcher (David, 2006). We analyzed our data as they became available to check
and refine emerging understandings. Line-by-line coding was applied to interview transcripts. We
identified representative primary codes (quotations of the respondents with similar meanings) from
text fragments that were related to the market orientation understanding and market orientation
practices. We further added codes and then finally condensed codes (family codes) to those that can

capture critical aspects of the market orientation practices.

3.4 Results

The concept of market orientation

The concept of market orientation understanding was expressed as a mix of more conceptual (“when
do you consider your (/an SPC) to be market oriented?”) and behavioural (“what activities does your

(/should a SPC) do to be market oriented?”) quotations which are combined in the analysis.

From the primary codes that we extracted from the interview transcripts, a clear pattern emerged in
terms of twelve key topics (elements) of market orientation, which could further be classified into
five major themes (see table 3.1). These major themes of market orientation are described below in

detail.
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Table 3.1: The major market orientation themes emerging from key topics (elements)

Themes

Elements

Quiality of produce

a. Supply of quality or acceptable product; the extent to which the SPC supplies
quality declared or certified seeds
b. Supply of high market value products; the extent to which the SPC produces

and supplies seeds that have better market value

Value adding activities

a. Profitability; the extent to which the SPCs and their members become
profitable from the seed business

b. Selling the seed directly to customers; whether SPCs sell their products
directly to final customers, not to intermediaries

c. Developing better marketing strategies; the extent to which the SPCs develop
and practice effective marketing strategies considering their existing situations
d. Seed value addition; the extent to which the SPCs add value to their products

by processing, treating, packaging, transportation etc.

External orientation

a. Access to market information; whether the SPCs gather market information
by themselves or via access to partners and/or intermediaries

b. Customer focus; whether the SPCs supply products based on customers’
preferences

c. Competitor orientation; the extent to which SPCs understand what their

competitors are doing and respond to their activities

Business organization

a. Well organized cooperatives; the SPCs have organized the business well in
terms of managerial, financial and infrastructural measures that enhance their
efficiency in seed production and marketing activities

b. Commitment and capabilities; whether the SPCs (their members) are

committed and professionally disciplined in supplying quality seed

Supplier access

a. Access to inputs and services; the extent to which the SPCs are capable

enough to access the necessary inputs and services for quality seed production

Quality of produce emerged as the dominant theme from the interviews. In a sense seed quality

refers to having the necessary elements of the seeds that customers want including good

germination and moisture content, free from unwanted seed and inert materials, and high market

value. Buyers require quality seeds to increase yields and obtain high incomes. It was expressed in a

more/narrow product quality sense as the supply of quality product and in the value/economic sense

as the supply of high market value product. At the level of individual quotes, quality of produce was
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referred to as ‘focus on seed quality’, ‘provision of quality seed to the market’, ‘production of market
demanded seed’, ‘production of improved seed’, ‘sufficient quality seed production’, ‘supply of
quality seed for customers’, ‘timely provision of quality seed’, ‘work on providing quality seed
production’ etc. Respondents stated:

“If we use all the required agricultural inputs and produce quality seed, | can say our

cooperative is market-oriented.” (farmer11)

“Customers do not have any complaint on the seed that we delivered. In general, we are

providing quality seed for our customers.” (farmer2)

Value adding activities emerged as a second important theme in relation to market orientation of
SPCs. It was expressed in terms of internal activities such as seed value addition, external activities of
the SPC in terms of selling the seed directly to customers, and developing better market strategies, as
well as the outcome level in terms of profitability. Profitability was emphasised as most respondents
believe that profit is the key for the consistent growth of the business. Practitioners explained:
“ ... a cooperative is market oriented when it produces quality seed and sells its seed with
reasonable profit.” (leader2)
“... a seed producer cooperative can produce improved quality seed and become profitable.
It also obtains high income. .... because of this its members and other farmers in the

community can benefit from producing improved seed ...” (farmer1)

In addition, several respondents expressed value adding activities in terms of quotes related to
‘provide seed with reasonable profit’, ‘sell the seed with profit’, and ‘when using value additions
profitably’. Experts particularly linked the high profitability with the value addition capabilities of the
SPCs. For example, one expert said:
“l can say a given cooperative is market-oriented when the seed (it produces) is cleaned and
sold directly to its customers by its own capacity. ... it can obtain higher prices and become

profitable by packaging its own seed.” (expert2)

External orientation came out as a third key theme of market orientation in SPCs and basically relates
to the concept of information-based competitive advantage in the market place. External orientation
covers the topics of access to market information, customer focus and competitor orientation. Results
show that most SPCs are more customer-focused rather than competitor oriented. Several
respondents shared the opinion that the SPCs should make an effort to satisfy their customers and
should be customer oriented. It was mentioned by the respondents that customers are satisfied

when they get what they want, which in term will turn them into loyal customers. For example:
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“... for SPC to be market oriented first it should collect information about the benefit of seed
production and marketing. Then, it should produce seed that customer farmers need. ... able
to process and pack accordingly. If SPC is in a position to do all these activities, | can say the
cooperative is market-oriented.” (expert4)

“... Furthermore, from a marketing point of view the cooperative should know in advance
who really demands its seed, when they need the seed, which quality standards, and the
amount of the seed they want to buy ...” (expert5)

“In addition, | can say a cooperative is market-oriented when it is able to process and pack its
seed by itself and satisfy its customers. Customers can only be satisfied when we deliver

quality seed ...” (leader4).

Business organization came out as a relevant theme, although less frequently articulated than the
previous themes. It relates to performance of the SPC in terms of it being a well-organized and
managed cooperative with committed and capable members that are professionally disciplined to
supply quality seed. Most respondents emphasized that SPCs should be well organized and their
members should be committed to become profitable and stay in the business. For example:

“Our cooperative is working hard to produce and maintain quality seed ... ” (leader9)

“We have our own bylaws to maintain the seed quality.” (farmer12)

At the more specific level of quotes, business organization was expressed in such terms as ‘strong
relationship with partners (i.e. supporting organizations)’, ‘when SPCs are able to obtain support
from partners’, ‘when SPCs are able to develop a plan for quality seed production and marketing’.
Moreover, respondents explained the commitment in terms of high member participation, and

members’ integrity and hard work.

Supplier access is the final theme that emerged from the interviews, reflecting the important task of
cooperatives to ensure access to inputs and services for their members to enable them to produce
the required quality and quantity of seed. Cooperatives are supporting their members to access the
necessary inputs and services at the right time and at the desired level, which was expressed by
respondents as inputs and services access for members. The argument centres on access to basic
seed. Because of high basic seed shortage in the country, the SPCs usually approach partners
(agriculture office, cooperative promotion office, research institutes, public seed enterprises, seed
related projects etc.) to get support to access basic seed from available sources. Respondents

explained:

68



“In general, SPCs should access quality basic seed from seed sources and distribute it to their
members.” (expert10)
“We accessed basic seed from seed sources through the support of district offices of

agriculture and cooperative promotion.” (leader5)

Experts’ vs. practitioners’ interpretation of market orientation

Fig. 3.1 shows the occurrence of quotes related to the five themes of market orientation in the
context of Ethiopian SPCs as obtained from three respondent categories. From the occurrence of
quotes (relative number of quotes within each of the five themes) several similarities and differences
stand out. First of all, quality of produce is seen as the dominant element of market orientation for
all respondent groups, but is particularly prominent in the perception of farmers/members. Experts
emphasise external orientation as a crucial element of the market orientation concept much stronger
than the SPC leaders and member farmers. SPC’'s value adding activities are perceived by all
respondent groups as an important component of market orientation, but more so by SPC leaders
than by member farmers and experts. All groups see business organization as a component of market
orientation without too much distinction between respondent groups. Access to seed is seen as a
less central element of market orientation, although more prominent by leaders than by experts and

particularly farmers.
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Figure 3.1: Response pattern of experts, leaders and farmer members on market orientation themes

Overall, when reflecting on market orientation as a general concept in the context of SPCs, experts
and practitioners do agree on five key themes, although they do emphasise specific themes to

different degrees. We developed the conceptual model shown in Fig. 3.2 on the basis of this
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qualitative research. Business organization leads to better access to inputs from potential suppliers.
Inputs may include seeds, fertilizers and agrochemicals, but centrally focuses on accessing basic seed
from certified suppliers such as research centres, universities and big seed companies. Sometimes
SPCs’ access to basic seed depends on the business-to-business relationship with suppliers. Well-
organized SPCs have strong relationships with suppliers, which results in accessing the right input at
the right time. The business organization also contributes to better coordinating members of the
cooperatives. SPCs search for and provide the necessary inputs to their members to satisfy their
basic seed demand, and help them to produce the best quality seed that customers need. The quality
of seed can influence buyers to pay higher prices and contribute to a higher market share. The
business organization also links with gathering relevant information from the environment in terms
of customers’ needs and competitors” actions. It also depends on the organizational capacity of the
cooperative to disseminate the information gathered to members and respond accordingly. Business
organization also leads to more customer satisfaction by adding value to the product. Value addition

in the seed business may include sorting, grading, transporting and packaging.

Inputs suppliers
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External orientation Value adding activities
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Figure 3.2: Conceptual model of market orientation in SPCs

Specific market orientation practices

Information generation, information dissemination and a coordinated responsiveness to that
information are core behaviours within market orientation theory. In the second part of the
interviews these behaviours were assessed and made explicit by respondents as they apply to their
specific context, again in terms of “what is being done” (practitioners) and “what should be done”
(experts). In this section, we discuss these specific market orientation behaviours in terms of

information generation, information dissemination and responsiveness.
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Information generation
Information generation about the seed that the SPC is producing and/or wants to produce came out
as a major theme, together with information on market prices, customers’ needs, and to a lesser
degree information about competitors. Experts consider information on seeds that have high market
value important, which is also dominant in the current practices of SPCs. Two experts stated that:
“In the first place they (SPCs) should gather information about the varieties demanded by the
market, and the place where these varieties can be sold.” (expert4)
“When we say collecting market information, it includes information about whether the
crop/seed aligns with market demand. Before they start seed production, they have to know

which crops/varieties are really demanded by the market.” (expert13)

Information that SPCs are gathering about products (seed) includes the seed demand (quality and
variety) by customers, the adaptability of the seed to the locality, the seed productivity (production
potential), availability of alternative varieties, and the place to market the seed. They gather market
price information from local markets and markets outside their vicinity.

“We access market information from partners about which crops/varieties we need to

produce to profit, and how to sell our product (seed) for a reasonable price.” (leader2)

Experts also emphasised the importance of collecting information about customers as a basis for
SPCs to design appropriate strategies and to find all possible ways to satisfy their customers and to
obtain a better income.

“ ... They should also collect information about customers’ needs and how they can satisfy

their needs ...” (expert16)

Collecting market information about customers is, however, not very much considered in the current
practices of SPCs. The emphasis in information gathering is on prices. Market price information is
useful to set the seed price while considering customers’ willingness to pay. SPCs also access
information about their competitors through external contacts. Some respondents consider big
government seed enterprises as their competitors, but most consider them as partners. In some
cases, respondents consider other SPCs as their competitors. For example:

“We also gather information about other seed producer cooperatives and we understand

where we stand as compared to other cooperatives ...” (leader5)

Both experts and SPC leaders/farmers emphasise partners in the network as important sources

through which information can be obtained. Experts suggest that SPCs should collect and access
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information through external contacts such as district offices, research institutes, seed related
projects, Universities, NGOs and cooperative Unions. Experts’ suggestions take into account that
most of the existing SPCs have limited technical and financial capabilities to gather market
information by themselves, and do not have their own employees responsible for gathering market
information. One expert said:
“There are stakeholders supporting the seed producer cooperatives. For example, ... in
connection with marketing and market linkage SPCs should gather information from district
office of marketing and cooperative promotion. In addition, SPCs should access information

from other organizations including NGOs ...” (expert5)

This is also reflected in current SPC practices, where respondents stated that SPCs are gathering
information from partners and intermediaries (e.g. big seed enterprises). Particularly local level
government offices, which are closely working with SPCs, are supporting the cooperatives in
information gathering. One SPC leader explained:

“Our cooperative is gathering information from the district office of cooperative promotion,

district office of agriculture, the ISSD project and seed enterprises.” (leader1)

Experts suggested that SPCs should not only rely on information from partners and intermediaries
but also collect such information themselves. However, this is not a well-developed practice in SPCs

yet.

In line with market orientation theory, experts indicated that customers, particularly farmers in the
direct vicinity can be an important source of information to SPCs, but this practice is implemented
only to a limited degree in SPCs. An expert from the district office of cooperative promotion and
marketing suggested:
“Information should be gathered from experts, the market place (traders), and customers. |
said from customers, that is, from customer farmers. They should ask customer farmers to
give feedback about their seed ... they should gather information about customers’

preference from farmers themselves.” (expert6)

In agreement with market orientation theory, competitor intelligence came up as a theme among
experts (“should be done”), but also this theme seems weakly developed in current SPC practices.
Competitors in a sense may include other SPCs within and outside their locality, as well as private

and government seed companies. Experts explained:
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“ | think SPCs should also collect information from other seed producer cooperatives...”
(expert5)

“...furthermore, SPCs should know their competitors’ price and competitors’ product. They
should know where their competitors are found ... are they near to their place or far away?

Do competitors have transportation facilities and road access?” (expert12)

In terms of how SPCs should collect market information, experts suggested that SPCs should gather
market information through both formal and informal mechanisms. Formal information gathering
mechanisms include collecting market information by asking and interviewing partners, reviewing
documents, and through structured information gathering techniques. Experts also acknowledged
the importance of various informal ways of collecting market information through personal contacts
and communication. Experts suggested SPCs should use the various social gatherings to collect
market information from customers and other supporting organizations.

“SPCs should also gather market information from the community ... when people gather for

various activities-for instance in Church ...” (expert1)

In fact SPCs are gathering information (e.g. on market prices) when collecting/purchasing the seed
from their members and when they are selling to customers. Members also gather price information
from the market place when they go there for their own purposes, as well as from neighbours,
friends and relatives. Accordingly, members inform cooperative leaders about the price information
they came across. SPCs also exchange market information with each other.

“We collect information from farmers in neighbouring villages ...” (leader14)

“We also ask market information from office of marketing and cooperative promotion.”
(leader8)

“There are other SPCs in other areas of the region... we ask them through telephone about

the market price of the seed in their respective areas.” (leader9)

Experts see an important role for SPC committees in gathering market information, and also a role
for the SPC chairman. Depending on the existing situation of a particular SPC, the committee
responsible for gathering market information would be either a marketing committee, selling
committee or executive committee. Experts suggested that the executive committee members
should be responsible for collecting the market information, because in most cases they have a
better education, more experience and social status than other SPC members. A few suggested that

the chairman of the cooperative should be responsible. Some others also suggested that SPCs should
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have employees responsible for both gathering market information and to support the SPCs in other
technical activities. Experts explained:
“In my opinion, the capacity of the cooperative determines who should be responsible to
gather market information. If the cooperative has financial capacity, it can hire a
professional/expert ... if it is not able to hire an expert, the leaders of the cooperative should
be responsible to gather market information.” (expert2)
“From my experience, the chairman of the cooperative should be responsible for gathering

market information.” (expert16)

SPCs have various committees with specific responsibilities. Several interviewees stated that these
committees are gathering market information. Some respondents said that information is gathered
by the chairman of the cooperative, indicating the chairman is fully responsible for information
generating. Although different committees are involved in gathering market information depending
on the organizational structure of the SPCs, most interviewees believed that it should be the
responsibility of the executive committee.

“Market information is gathered by various committees of the cooperative.”(leader5)

“We made the chairman responsible. Thus, he has to gather information about the market.”

(farmer3)

Information dissemination
Information dissemination is a common practice within the SPC, as indicated by SPC leaders/farmers.
They share and discuss market information within the business, particularly about market prices,
market places, expected profit, quality of product, and customers’ preferences as suggested by
experts. However, different from what experts envisioned, this sharing focuses on customer needs
and not on competitor information. Both the committees and the chairman take a leading role in this
information dissemination. One farmer said:

“We, members, usually discuss where, how and for how much to sell our seed to buyers.”

(farmer2)

Market information should be shared and discussed within the SPC, according to experts. They
suggested that information about market prices, market places, expected profit, quality of products,
customers’ preferences, and competitors should be shared and discussed within the SPC. In the SPCs’
context, members of the cooperatives are owners of the business and therefore information should

be shared among members.
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Both experts and SPC leaders/farmers acknowledge the importance of formal and informal ways of
information dissemination. According to experts, information should be disseminated during the
general assembly facilitated by the executive committee and assemblies of other sub-committees.
Sharing information at local and religious festivals and through contacts within their neighbourhood
are recommended channels for information dissemination. In most cases SPCs use informal events,
for example social gatherings, religious places and community based organizations. The internal
hierarchical structure of the cooperative also helps to disseminate information from committees to
members, and between committees. The chairperson of the SPC and other committees disseminate
the information to all members through internal mechanisms which may vary among SPCs depending
on specific social, cultural, and religious practices.

“One of the mechanisms of information dissemination within SPC is through the general

assembly. ...” (expert3)

“Executive committee members discuss the market information. ... and then this information

is further disseminated to and discussed with members. We know that there will be a

problem, if we do not discuss the market information with members.” (leader8)

“We also share information during informal meetings in the Church. We use local community

based organizations to share market information.” (farmer3)

Concerning the responsibility for information dissemination, leaders and members believed that
cooperative leaders should take responsibility. However, a few of them preferred the chairperson to
be responsible mainly because of individual commitment and capabilities. Some respondents
described that all members are equally responsible to disseminate information. One farmer
explained:

“... we shouldn’t keep silent by saying it is only the responsibility of the executive committee.

We should support the executive committee ...” (farmer7)

Responsiveness
Responsiveness to market information about customers’ preferences by setting seed prices, by
providing the right quality seed in sufficient quantities, and by adding value to the seed is suggested
by experts. Experts particularly advised SPCs to respond on the basis of seed pricing mechanisms
taking into account production costs, a profit margin, whether the seed quality meets the needs of
customers, and competitors’ seed prices.
“In relation to their competitors, SPCs should understand what their competitors are doing at
present. Accordingly, they should respond to the market information by considering the

pricing mechanism of the competitors.” (expert1)
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Experts agreed that SPCs should be responsive to market knowledge by providing quality seed and by
considering the specific needs of their customers. SPCs should not produce seed with low market
demand and seed that can be easily produced by other farmers. They should adapt themselves to
produce more than one crop (and variety) and satisfy their customers’ preferences by widening their
product portfolios i.e. product diversification. They also stated that SPCs should focus on providing
seed that receives limited attention and interest from public and private seed companies. Locally
demanded crops and varieties are often ignored by the large seed companies because the demand
and profit margin are too small for these companies to justify their investment. This provides good
opportunity for SPCs to satisfy specific target customers’ demand and eventually to obtain better
profit. Moreover, experts suggested more value additions on the product in relation to market
responsiveness. Almost all experts stressed that SPCs should be responsive to customers’
preferences. To achieve that, the SPCs should know what their target customers really want to have
and understand the places where their buyers want to obtain their seeds.

“I think the key thing that is expected from the SPCs is to provide the product in accordance

with the interest of customers.” (expert11)

“It would be better if the SPCs had its own branches and shops to distribute their seed to

buyers.” (expert2)

SPC leaders/farmers said that the SPCs are making efforts to respond to the market by supplying
quality seed, and fixing the price by considering their production cost and a profit. However, current
SPC practices to add value to the seed are limited. When SPCs sell their seed without further
processing and packaging, it limits their profit and their future competitive capabilities. Particularly
the SPCs producing seed in contractual agreement with big seed enterprises sell their seed with
limited value addition.

“Currently, we are providing quality seed to our customers based on an agreement. Because

of limited capabilities, we are not able to reach a position to provide quality seed using post-

harvest technologies such as treating, processing and packaging.” (leader1)

On the other hand, those SPCs selling their seed directly to farmer customers have more experience
in value additions including through seed processing and packaging. Farmers said:
“We are distributing our seed with different packaging size. For instance we distribute with
15kg and 100kg bags.” (leader6)

“We usually process and pack our seed before selling.” (farmer5)
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SPCs also respond to the market by providing alternative crops/varieties. When SPCs understand that
a given crop/variety is not profitable, they change the variety based on market interest, which is
indicative for their adaptation strategy. Moreover, SPCs encourage their members to provide large
quantities of quality seed to the cooperative. It is observed that some SPCs award prizes for
members who provide the largest quantities of quality seed. Farmers that provide higher quantities

of seed receive higher dividends and thus have a better income than other members.

3.5 Conclusion

The present study, among experts, leaders and member farmers, reveals that the concept and
practices of market orientation in the Ethiopian SPCs context centre around five major themes:
quality of produce, value adding activities, external orientation, business organization, and supplier
access. These key themes by and large cover important elements of the market orientation concept
in “general” marketing theory. However, an important observation is that normative (experts) and
descriptive (practitioners) views on market orientation do not fully overlap in terms of the core
concept of market orientation. Experts put greater emphasis on external orientation as a component
of market orientation, more so than what is currently being practiced in SPCs. Across all groups’
expressed associations, quality of produce came out as the most prominent theme, and particularly
so among farmers where it dominated the conceptualisation. Access to suppliers came out as a
unique theme in this context, which is not explicitly covered by the market orientation concept as it

is typically operationalised in “general” marketing theory.

When focussing on market orientation’s specific behaviours, particularly those of information
generation, information dissemination and coordinated response (Kohli & Jaworski, 1990), there is
shared recognition of the importance of customer orientation. However, in the studied context
information on produced seeds and market prices and profits came out as an equally important
consideration. Interestingly, information on competitors, although recognized by experts as
important, does not really resonate in current SPC practices. In general, there is a strong emphasis on
obtaining market relevant information from secondary sources. Although experts emphasise that
SPCs should also generate market intelligence themselves, this is hardly practiced by SPCs. This is
reflected in the fact that intelligence generation is seen as a key responsibility at the level of the
SPC’s executive committee and even more specifically at the level of the SPC’s chairperson.
Information is generated, as well as disseminated within the cooperative, through a combination of
formal and informal approaches, including at festivities and religious gatherings. Although experts

believe that the SPC committees should be responsible for information dissemination, in practice
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there is also an important role for the SPC chairman personally. In terms of responsiveness, SPC’s

reactions to the market seem to be driven primarily by seed quality issues and prices.

3.6 Discussion
In the Ethiopian SPCs context, we have compiled a number of context specific market orientation
practices. The five market orientation themes (quality of produce, value addition activities, business

"

organization, external orientation, and supplier access) can be related to the “prototypical” market
orientation model. The themes of external orientation and supplier access capture the orientation on
developments and constraints in the environment. Through their external networks, SPCs gather
market information from the external environment including mainly from customers (buyers), trade
agents, partners, intermediaries and in very rare cases from competitors. As a unique case for SPCs,
they work with the external environment to access the required inputs and services, and more
specifically to get access to basic seed. SPCs usually approach research centres, universities, seed
companies, and other partners to access the basic seed. Business organization relates to what is
recognized as antecedents of market orientation such as top management characteristics,
organizational structures and interdepartmental dynamics (Jaworski & Kohli, 1993). Like other
businesses, better organizational capabilities of SPCs matter a lot in successful business venture.
Value adding activities of the SPC, represents a consequence of market orientation which relates
directly to the performance of the business in terms of customer satisfaction, profit (financial
performance), and employees’ satisfaction. In the case of SPCs, members’ satisfaction can be also
considered as a consequence (Opoku et al., 2014). Higher quality of members’ produce plays a
mediating role between market orientation and consequences. The effect of quality of produce
reflects itself in higher price and higher market share. Our study is in alignment with literature that
captures a broader concept of market orientation related to capabilities of market-driven
organizations, which makes less distinctions between the concept of market orientation, its
antecedents and consequences (Day & Wensley, 1988; Deng & Dart, 1994). Our results suggest that

indeed the concept of market orientation has equal recognition in the D&E context.

Our results deviate from the predominant view about the importance of competitor orientation.
SPCs largely emphasise customer satisfaction with less focus in competitor orientation. Experts
emphasise external orientation more strongly than SPCs currently do. Farmers emphasise the
consequence of market orientation for their performance (quality of produce) and SPC leaders seem
to put relatively more emphasis on the value adding activities and supplier access. This is reflective
for the different roles that experts, SPC leaders, and farmer members hold in the complex supply

chains that characterise D&E markets. However, the different components of the market orientation

78



model in marketing theory seem to be well captured. Importantly, as cooperatives, SPCs serve two
customer groups both buyers (farmers, unions, traders and big seed companies) and member

farmers.

The present study identified supplier access as an important factor in the conceptualisation of
market orientation, next to customer and competitor orientation and interfunctional coordination.
This finding reflects that in complex and fragmented value chains in D&E countries and particularly in
the context of seed production, free access to high quality inputs cannot be taken for granted. Rather
it needs to be carefully managed through sensing and responding activities. Supplier orientation can
be recognized as a key component of market orientation within a value chain context. Our results
suggest that in D&E context supplier orientation may be an important part of the market orientation

concept.

The specific market orientation behaviours of information generation, dissemination and
responsiveness are well recognized also in a D&E context. Both experts and SPC members emphasise
the importance of generating information about the quality of inputs (basic seed as input to produce
commercial seed). Moreover, SPC members emphasise a focus on information about market value of
the produce (in terms of price and profit), more so than experts think they should. On the other
hand, whereas experts emphasise the importance of collecting competitor information, this is not
practiced by most SPCs. The latter finding relates well to other research on market orientation in
D&E countries and Ethiopia in particular (e.g. Ingenbleek et al., 2013). The concept of competitor
orientation does not resonate well in cultures with high levels of embeddedness and a focus on social
capital, which is typical for D&E economies (Steenkamp, 2005). Together these findings suggest that
in a D&E context competitor orientation may not be a central component of the market orientation

concept.

Profitability considerations came out as a very prominent element of market orientation, particularly
among SPC members, next to a focus on the high quality of the basic seed needed as a production
input, and the seed produced. Given the context of D&E economies with many farmers operating at
the bottom of the pyramid, a focus on short term profit is understandable as it is an important factor
in ensuring the livelihood of farmers. However, much of the market orientation literature has
emphasised that reactive market orientation should be combined with a pro-active approach to the
market (Bodlaj, 2010; Narver et al., 2004; Voola & O’Cass, 2010). This delicate balance between
reactive and proactive market orientation approaches is reflected both at the level of the SPC

business organization and its business strategies. At the business organization level the long term
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strategic orientation on quality, marketing, value addition and strengthening partnerships is the main
responsibility of SPC committees under the final responsibility of the executive committee chaired by
the SPC chairperson. These committees and the chairperson in particular, are assigned important
responsibilities in ensuring long term prospects of the SPC in terms of sensing, sharing and
responding to information on important developments in the external environment. In terms of their
market-approach strategies, SPCs differ in where they aim to compete. Some SPCs choose to operate
in niche markets that are not served by large seed companies. Other SPCs also produce seed in
contractual arrangement with buyers to secure main stream markets. This again illustrates the
importance of market orientation as such decisions should best be made on the basis of solid

evidence, both in terms of market opportunities and access to resources such as basic seed.

In terms of conceptualization and specific practices, our study provides a detailed insight into market
orientation at the level of Ethiopian SPCs context. It identified various key issues that are (proto)
typical characteristics of D&E economies. However, the specifics of the study (cooperative seed
businesses in a specific value chain) may not necessary allow full generalization to other D&E
contexts. Further research may explore the extent to which the current insights in market orientation
practices generalise to other forms of cooperatives and other D&E business contexts. Also, in D&E
economies marketing research represents various challenges (Ingenbleek et al., 2013) and our study
is no exception. Ethiopia is characterised by a high cultural diversity. Hence, for the data collection
we administered a number of interviewees with different languages. Field assistants were recruited
to facilitate the translation to/from local languages. Despite extensive training and instruction, it can
formally not completely be ruled out that some information may have gone lost during this complex

process.

3.7 Suggestions for further research

Several suggestions for future research result from our study. First, this study explored the market
orientation understanding and practices of SPCs in Ethiopia in a qualitative research design. Follow
up quantitative research is needed to formalise and quantify the key findings of this research. Such
quantitative research should be based on formal measurement scales for the key constructs. Such
measurement instruments should also include the concept of supplier orientation as emerging from
this qualitative research. Also, the fact that obtaining better income (profit) popped up as major
consideration from the present study suggests that further quantitative research is warranted on the
market orientation-performance relationship in the context of SPCs, and the specific (contextual)
factors that might moderate this relationship. Finally, a central hypothesis emerging from the market

orientation literature is that being more market oriented might be an important way forward to
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enhance livelihood performance of the smallholder farmers. An important line of future research
would be to quantitatively assess this fundamental assumption underlying the governmental and
business focus on market orientation in the context of livelihood performance of seed grower

farmers in Ethiopia.
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Appendix 3.1: Description of study sites

The first SPC is located in the northern dry land area of the country. The area is characterized as one
of the dryland areas on country. The SPC is experienced in seed potato and food barley seed
production and sells its products to customers (i.e. farmers) in the vicinity and beyond, but the
majority of its seed is sold at the local market. The SPC sometimes sells its seed directly to
institutional buyers such as NGOs. In the area, farmers often use a simple bartering system for seed
exchange. The cooperative has 33 members and is led by a committee selected out of its members.
The SPC has nine years of seed production and marketing experience. The SPC is also produce other

locally demanded crop varieties.

The second SPC is located in the northwest highland part of the country. This part of the country is
known for its high production potential and it being a food secure area. The SPC produces mainly
cereal crop varieties: hybrid maize, tef and malt barley. Most of the time it sells its products on the
basis of a contractual arrangement with public seed enterprises. This cooperative is led by an
executive committee along with other supporting committees such as controlling committee and
quality control committee. This SPC has more than eight years of seed production and marketing

experience.

The third SPC is located in the central part of the country. The area has high production potential and
better infrastructures (road, electricity, proximity to potential markets etc.) than most parts of the
country. The SPC is involved in bread wheat, chick pea, tef and lentil seed production and marketing
since 2007. It sells its seeds directly to farmers and institutional buyers. It has good experience in
working with researchers in varieties promotion, demonstration and dissemination. The SPC is led by
an executive committee. Moreover, it has a quality control committee, purchasing committee and

control committee.

The fourth SPC is located in the southern part of the country and has the potential to produce
various crops. Executive committee members are responsible for leading and supervising the
cooperative’s seed business activities. It has diversified seed marketing approaches: direct marketing
to customers (i.e. farmers) and contractual arrangement with unions. Tef and haricot bean are the
main seeds produced and marketed by the cooperative. The cooperative has more than six years of

seed production and marketing experience.
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Abstract

The purpose of this study is to develop and illustrate a generally applicable approach on how scales
for marketing constructs can adequately be developed for application in diverse cultural contexts,
and to illustrate the approach in the development of market orientation measurement for seed
produce cooperatives (SPCs) context in Ethiopia. Both cross-context comparable (i.e. etic) items and
context-specific (i.e. emic) items are included. Data are collected from 190 respondents from 29 SPCs
in different parts of Ethiopia. Results show that an instrument for measuring market orientation in
the specific context combines both general and context-specific items. The use of both etic and emic
items is applicable for measures of market orientation in Ethiopian SPCs context. Results also show
that market orientation in the Ethiopian SPCs context is a multidimensional construct consisting of
four dimensions: customer orientation, competitor orientation, interfunctional coordination, and
supplier orientation. SPCs and organizations that aim to support SPCs can use the market orientation
measure to monitor the progress of SPCs towards successful commercial enterprises.

Keywords: Item Response Theory, market orientation, scale development, seed producer

cooperatives
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4.1 Introduction

Market orientation, as a business philosophy places customer satisfaction at the centre of the
business’ operations and its value delivery to customers (Doaei & Bakhtiari, 2005; Ozkaya et al.,
2015). It is considered as the very heart of modern marketing theory (Grinstein, 2008; O’Cass & Ngo,
2007). The positive relationship between the level of market orientation and business performance
has been well established over the years (Shoham et al., 2005) and is largely attributed to a focus on
and effective response to changes and challenges in the business’ external environment (Kirca et al.,
2005). Essentially, market orientation is achieved through a focus on information gathering related to
target customer demands as well as competitor capabilities, and then integrating and applying such
knowledge and insight to create superior value for customers (Tse et al., 2005). Research evidence
suggests that firms benefit from being market-oriented irrespective of the size of their business
(Blankson & Cheng, 2005), and probably even the location of the business. Increasingly, research in
the fields of academia and practice (Sheppard, 2011) suggests that the benefits of market
orientation, that are so convincingly evidenced in high income countries (HICs), also accrue to
developing and emerging (D&E) economies (e.g. Mahmoud, 2011; Ngo & O’Cass, 2012;
Nimalathasan, 2009; Renko et al., 2009).

Market orientation as a concept can be quantified. Throughout the literature a number of
measurement scales have been proposed to measure market orientation (Tomaskova, 2009). As long
as these are reliable and valid, such measurement instruments provide an important tool for the
monitoring and management of a firm’s level of market orientation and where it can be improved.
Many of the current market orientation scales find their origin in two early measures for market
orientation (Gray et al., 1998; Tomaskovda, 2009), namely MKTOR (Narver & Slater, 1990) and
MARKOR (Kohli et al., 1993). Such scales are composed of multiple items that quantify the level of
market orientation through addressing specific aspects of the business philosophy and culture, as
well as the intensity of specific business’ behaviours and/or practices that are considered expressions
of a higher level of market orientation (Tomaskova, 2009). Since then several market orientation
scales have proposed (e.g. Cadogan & Diamantopoulos, 1995; Deshpande & Farley, 1998; Matsuno et
al., 2000; Ruekert, 1992; Tomaskova, 2009), but there is no consensus on which is the better
measure for different cultural contexts (Harris, 2002; Matsuno et al., 2005). The existing
measurement scales are culturally/contextually sensitive, and scale items reflect the specific

practices, from the business context in which they were developed.

Many of the existing market orientation measurements have been developed based on the specific

business culture and context of large companies in HICs such as USA and Western Europe

87



(Tomaskovd, 2009). They did not take into consideration the specific situations of D&E economies
(Craig & Douglas, 2012). Different contexts may have their own typical governing beliefs and
behaviours. This may be reflected in the items selected for the market orientation scale which may
similarly be biased towards the specific behaviours, and practices of large companies in HICs. This in
turn may have impact of the reliability and validity of such market orientation scales in different
context, as it would assume at least three things: (1) the (latent) concept of marketing orientation is
identical across business contexts and cultures, (2) the attitudinal and behavioural expressions (the
items) are similar across cultures and contexts, and (3) the contributions of the items are similar
across cultures and contexts. For cross-context studies the demonstration of such equivalence (lack
of bias) is a prerequisite (He & van de Vijver, 2012). However, such assumptions are far from self-
evident given the large differences between HICs and D&E market conditions. HICs are typically
characterized by the prevalence of buyer’s markets, stable growth and intense competition (Ellis,
2005), which determine the specific behaviours and practices of the companies. D&E contexts,
however, are characterized by underperformance of formal institutions, underperformance of spot
markets, weak institutional environments, and politically affiliated marketing systems (Sheth, 2011;
van Tilburg, 2010). In most cases, markets in D&E economies are local, very fragmented and small.
This specific cultural context reflects on the specific behaviours of the firm in D&E context. The
cultural variations between HICs and D&E markets may result in the occurrence of bias because the
indicators of a particular construct do not (necessarily) correspond to differences in the underlying
trait or ability (van de Vijver & Tanzer, 2004). Scale items should be tested and evaluated outside the
Western context where they originally have developed to assess their applicability across contexts

(Steenkamp, 2005).

The challenge of comparability (i.e. culture/context (in-)sensitivity) of measurement scales and
procedures is far from specific to D&E applications of market orientation. Such challenge of using
indicators across contexts is not the only problem for the marketing discipline. The issue of cross-
cultural measurement indicators has for long been a central theme within cross-cultural psychology
(van de Vijver & Leung, 1997). This large literature from cross-cultural psychology on this topic (e.g.
Olive, 2014; Sun and Li, 2011) has increasingly spread into the marketing (research) literature

(Baumgartner & Steenkamp, 2006; Steenkamp, 2005).

In general, two approaches viz adopting (applying scales cross culturally in their existing format) and
assembly (developing context/cultural specific scales on a need to basis) have been dominant in the
past as reflection of the broader debate on so-called “etic” and “emic” items (de Jong et al., 2009).

Etic items are those that apply with similar meaning and content across different cultures/contexts.
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Emic items, however, appreciate that meanings are culture bound, and thus items may not
necessarily have similar meaning across cultures. Insights, primarily from cross-cultural psychology,
show that the application of these divergent perspectives cannot easily be reconciled and this equally
holds for the measurement of market orientation in D&E countries. Etic items can increase the (over-
) confidence in construct equivalence, namely that the same psychological construct is being
operationalised/measured. However, it may be at stake if in different contexts different behaviours
are reflective on the underlying construct. Adding emic items can provide the researcher with a
greater in-depth understanding of a construct in a given culture (&gisdéttir et al., 2008) and
appreciate cultural specifics, but may change the “operational” meaning of the construct thereby
challenging construct equivalence (Ingenbleek et al., 2013). In recent years, both perspectives have

been extensively discussed in terms of their relative pros and cons but the debate is still continuing.

Recently, grounded in item response theory, de Jong et al. (2008; 2009) have suggested an approach
that can solve the etic-emic dichotomy in scale development by including some items that can be
generically applied (i.e. etic) but augment these with items that are culture specific (i.e. emic). The
conceptualization of measurement scales could not be comprehensive and complete in the absence
of the cultural components (Harris & Ogbonna, 1999). Such approach provides great potential for
market orientation measurement scales where inclusion of both etic and emic items has been
advocated (Burgess & Steenkamp, 2006; Steenkamp, 2005). Combining etic and emic items ensures,
on the one hand, that there is a certain level of communality across contexts (due to the etic items),
and on the other hand, leaving room for context specific expressions of the underlying construct (via
the emic items). The application of advanced scale development procedures allows for the

assessment of convergent and discriminant validity of the various (etic and emic) items.

Building on insights of de Jong et al. (2009), the aim and contribution of the present study is hence
twofold. The first is to develop and illustrate a generally applicable approach to how scales for
marketing constructs can adequately be developed for application across diverse cultural contexts.
We illustrate the approach in the context of a measure for market orientation applicable to seed
producer cooperatives (SPCs) in Ethiopia. This specific measure constitutes the second contribution

of this paper.

This paper first discusses the theoretical background including the measurement scale development,
its generalizability and specificity, and the application in the D&E markets. It then presents the
methods and the findings of the study. The paper then concludes with discussion followed by a

reflection on the theoretical and practical implications of the study.
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4.2 Theoretical background

Measurement scales and specific behaviours

Leading measurement instruments for a firm’s market orientation emphasise a mix of either firms’
internal cultural orientation (Narver & Slater, 1990), and/or specific marketing intelligence activities
(Kohli & Jaworski, 1990). Moving beyond the specific market intelligence activities of information
generation, dissemination and responsiveness, Narver and Slater’'s MKTOR measurement scale
focusses on three behavioural components, namely customer orientation, competitor orientation
and interfunctional coordination. Previous studies (e.g. Deshpande & Farley, 1998) have argued that
the cultural and behavioural approaches lend themselves applicable and generalizable across

different cultures and contexts.

However, closer inspection of the items involved in MKTOR shows that the quantification of the level
of market orientation is based on specific items that form a blend between more strategic and more
operational items. Customer orientation comprises the customer satisfaction objective, customer
commitment, understanding customer needs, creation of customer value, measurement of customer
satisfaction, and after-sales service. Competitor orientation covers the extent to which salespeople
share competitor information, responding rapidly to competitor actions, top managers discussing on
competitor strategies, and targeting opportunities for competitive advantages. Interfunctional
coordination consists of interfunctional customer calls, information sharing between customer
functions, functional integration in strategy, all functions contributing to customer value, and the
sharing of resources with other business units (Narver & Slater, 1990). More abstract items of
strategic intent are more likely to hold cross-cultural and cross-contextual relevance, compared to
the more concrete items that reflect specific (modes of) behaviour and existing practices. As a result
it is not self-evident that the market orientation measurement scales that have been developed
based on specific behavioural characteristics of large companies in the HICs (Kohli et al., 1993; Narver

& Slater, 1990) equally apply to other contexts, including other cultures.

Market orientation measures include indicators/items suitable for the given context. Items of
existing market orientation measurement scales have been derived from asking people to explain
their specific situation and scenarios. They rely on intra-firm informants, in that, they depend
exclusively on the perceptual reports of intra-organizational members (Harris, 2002). For example,
for the construction of the MARKOR scale, Kohli et al. (1993) held extensive field interviews with
managers and executives and examined market orientation of a given organization. The respondents
then explained the specific experiences of their companies which reflected the specific behaviours

that served as a basis for measurement items. In other words, the existing scales for market
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orientation reflect the perceptions of key informants about the dominant orientation and specific
activities and practices within the firm (Schlosser & McNaughton, 2009). This is captured through
self-report procedures where the respondents answer specific questions in a more conscious and
reflective manner (Harms & Luthans, 2012). The existing approaches focus on management
perception of the activities and behaviour of an organization and not the extent to which such

activities and behaviours compare to those of competitors (Harris, 2002).

In summary, to adequately measure market orientation in contexts that differ from the HICs context
in which scales were originally developed requires recognition of the fact that the specific behaviours
that are reflective of market-oriented behaviour may differ as a result of both internal and external
factors. Internal factors include the organizational structures, capabilities and skills of the company,
as well as human attitudes. Behaviours are reflections of such values and beliefs of people in the
company. External factors relate to the political, economic, social, technological, legal and
environmental aspects (Czinkota, 2007). The political orientation of the government in power and
the economic condition and trend can influence the environment within which the firm must

operate.

Generalizability of marketing relationships

To understand whether market orientation is equally relevant cross-culturally and cross-contextually,
three central questions need to be asked: (1) does the concept of market orientation have the same
meaning cross-culturally and cross-contextually, (2) does market orientation have the same
dimensionality cross-culturally and cross-contextually, and (3) are the same specific measurement
items applicable in different cultures and/or different contexts. These questions are central to the
concept of “equivalence” brought forward in cross-cultural psychology, which emphasises that
equivalence, the level of comparability of scales across cultures, is a prerequisite for any meaningful

cross-cultural comparison (He & van de Vijver, 2012; van de Vijver & Tanzer, 2004).

Equivalence is viewed as specific to a given cross-cultural comparison, and a function of the
characteristics of the research instrument and the cultural groups or contexts that are being
compared (van de Vijver & Leung, 1997). It cannot be taken for granted as several sources of bias,
specifically construct bias, can be present (see Ingenbleek et al., 2013). Construct equivalence is a
vital condition for primary cross-cultural data to be comparable and for results to be interpretable
(Douglas & Craig, 2006). Construct bias indicates that the construct measured (in our case market
orientation) is not identical across cultures (He & de Vijver, 2012). Construct bias occurs when (a)

there is only overlap in definition of the construct across cultures (e.g. in terms of the three
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dimensions of market orientation), or (b) when relevant behaviours associated with the construct are
not present or properly sampled in each culture (He & de Vijver, 2012). Items under each market
orientation component may not fully and properly represent a specific cultural context. The
argument is that behaviours vary across cultures, hence, cross-cultural research would be greatly
aided by the availability of psychometrically sound measures that have specific attributes of the

cultural context.

Cross-cultural psychology suggests three approaches for adequate measurement (and hence
comparison) across different cultures and contexts: adoption, adaptation and assembly (He & van de
Vijver, 2012), with different underlying assumptions about the construct and its relationship to

measurement indicators.

Adopting all original items is the dominant approach, which ensures measurement equivalence
across different contexts. It assumes that general items are relevant in all contexts and not only to
the specific context in which they were originally developed (i.e. irrespective of the specific context).
The assumption is that original items are culture-free, and that the broadly applicable items only
require a thorough translation. However, using scale items in their original form may not be
appropriate for a specific context (Farrell & Oczkowski, 1997). The interpretation of original items
developed in the Western situation, may be different in D&E economies. The key problem here is
that respondents from the target group may not grasp or understand the original meaning of the
items and thus the meaning of the construct might be changed. This creates a serious challenge for
the development of a market orientation measure that is applicable across contexts (Burgess &

Steenkamp, 2006; Steenkamp, 2005).

Adaptation of the original items to the context of the study is another approach. This means keeping
“the spirit” of the original items, but adjusting the wording to the context (Deng & Dart, 1994).
However, there is no way to ensure that the true meaning and intention is secured. Changes in the
context cannot always be accommodated by simply translating an existing instrument and changing
the wording (Cadogan et al., 1999). Adapting scale items may not fully capture the actual meaning of
a construct, which is defined by and reflected in the items that measure it. Adjustment is challenging
because the actual meaning of a construct is reflected in the items that measure it. When items
change, the meaning of the construct may change. This eventually creates serious limitations to

cross-cultural comparison.
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The third approach is assembly. It involves the compilation of a new instrument having only context
specific items. This maximizes the cultural suitability of the instrument (He & van de Vijver, 2012),
but misses the cross-cultural comparability. This approach is suggested when adopting and adapting
instruments could not produce an instrument with a satisfactory cultural accuracy (He & van de

Vijver, 2012).

Application to market orientation measurement in D&E markets

Efforts have been made to adapt and develop measurement instruments for the market orientation
concept and its dimensionality in different D&E contexts. However, Gray et al. (1998) claim that
academicians and practitioners have failed to provide empirical support for market orientation
because they fail to establish a model of market orientation that can be employed in different
contexts and can precisely and adequately measure the level of market orientation. Quite a number
of studies have applied different approaches to adopt the market orientation concept depending on
the specific study context (e.g. Jaiyeoba & Amanze, 2014; Li et al., 2008). In table 4.1, we describe
how studies in the D&E context have applied the different approaches in terms of the dimensionality
of market orientation concept (i.e. customer orientation, competitor orientation and interfunctional
coordination) and measurement items selection. We further discuss the approaches in relation to

their practical implications in capturing the market orientation concept.
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Table 4.1: Studies on construct and item selection for measurement development in D&E economies

Instrument Studies MO-dimension (items) Items selected Remarks
co cMo INF
Adoption Charles et al., 6 4 5 All the original items of CO, No reliability and validity
2012 CMO, INF test
Booheneetal, 6 4 4 Adopted all original items of CO,  Checked the reliability;
2012 CMO; and adapted items of INF; factor analysis to assess the
Only one item from INF missed relationship between items
and their underlying
construct
Liu et al.,, 2013 5 3 4 Did not include one item from Verified the validity of the
each of CO, CMO and INF items
Adaptation Snoj et al., 6 4 4 Adapted items from MKTOR Checked reliability; factor
2007 scale analysis
Alam, 2010 6 4 4 All, except one item from INF, Not clear information for
items from the MKTOR scale items reliability and validity
included
Shehu, 2014 5 4 3 One item of CO didn’t include; Checked the reliability;
all the three items of INF were factor analysis to assess the
more context specific relationship between items
and their underlying
construct
Hussain et al., 6 4 5 Used adapted items of MKTOR Didn’t check the validity of
2015 items
Assembly Asikhia, 2010 11 - - All specific items of CO Verified the validity of the
items
Ingenbleek et 7 5 7 All specific items for CO, CMO Verified the validity of the
al., 2013 and INF items
Combination Jaiyeoba & 11 4 - Specific items of CO, and Verified the validity of the
Amanze, 2014 adapted items of CMO items. One item from CO
and two items from CMO
were deleted in the process
Others Subramanian& 6 4 5 Adopted items of CO; adapted Verified the validity of the
Gopalakrishna, items of CMO; adapted and items
2001 specific items of INF
Gauretal., Didn’t specify the number and
2011 types of items used; No clear
information whether adopted or
adapted items
Dauda & Used items from Narver and No clear information
Akingbade, Slater (1990) and Subramanian whether adopted or
2010 and Gopalakrishna (2001) but adapted
didn’t report the number of
items used under each construct
Soehadi et al., 9 6 6 CO (3 from MKTOR, 5 from Included some items from
2001 MARKOR, 1 specific); CMO (3 MARKOR under the three
from MKTOR, 2 from MARKOR, 1  components of MKTOR
specific); INF (1 from MKTOR, 5
from MARKOR)
Olavarrieta & 7 5 3 Used existing and new items;
Friedmann, but no detailed information
2008 about the items
Seilov, 2015 6 4 - Study reported that items used No clear information the
based on the MKTOR scale, but items used
no clear information on
approach
Ospina & 5 2 3 Adapted and specific items of Reliability and validity test

Pérez, 2013

MKTOR, together with MARKOR

items

NB: CO=customer orientation; CMO=competitor orientation; INF= interfunctional coordination
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A first set of studies is representative of the “adoption approach” to market orientation
measurement in D&E context. These studies directly take the items and constructs from the original
scales for granted and apply these to D&E context with blind faith (e.g. Charles et al., 2012). While
adopting scale items and constructs, studies have applied various approaches and statistical
procedures. For example, Boohene et al. (2012) included all of the original items of the MKTOR scale
and verified the validity of the items through factor analysis. They find that those original items are
reliable and valid in the Ghanaian small enterprises’ context. Some other studies have checked only
the reliability of the original items with their respective constructs. Other studies have refrained from
verifying the reliability and validity of the measurement scale items. They argued by stating that the
scale has been tested under different settings and context for generalizability, reliability, internal and
external validity and found to be a robust measure (e.g. Charles et al., 2012). Under such condition,
where studies do not report the scale performance (reliability and validity), it is difficult to conclude

whether the studies adopt the market orientation concept.

Adaptation of items is another approach that some other studies used. For example, Snoj et al.
(2007) have adapted the MKTOR scale items to transitional economy of Slovenia. They assessed the
reliability and checked the validity of the items. Other studies also mentioned that they used the
adapted scale items from MKTOR for specific context such as Malaysian small firms (Alam, 2010) and
Pakistani SMEs (Hussain et al., 2015). Studies might adapt scale items for all of the three constructs
of market orientation or for selected once. For example, Shehu (2014) adapted only items of

customer orientation for Nigerian SMEs context.

A third stream of studies have used only contextually-specific items for one or more of the
dimensions of market orientation. In the Nigerian SMEs context, for instance, Asikhia (2010) has
considered only customer orientation through eleven specific items and checked the reliability and
validity of scale items. In the Ethiopian pastoralists marketing condition, Ingenbleek et al. (2013) have
used all specific items for each of customer orientation, competitor orientation and interfunctional
coordination. Studies that used only specific items have an advantage in explaining the specific
context using close to local items, but are unable to provide evidence that the market orientation
concept is really captured in the study context (i.e. not sure to conclude whether they adopt the

market orientation concept).

Limited works have been reported on the combination of original and specific items for SMEs in the
D&E contexts. The number and composition of original and specific items for each component of

market orientation vary from one context to another. Some studies have considered the inclusion of

95



both the original and specific items for all components of market orientation. Other studies have
included both original and specific items for selected construct. For example, Jaiyeoba & Amanze
(2014) have used the combination of both original and specific items for customer orientation and
competitor orientation. They have considered the inclusion of only the original items for competitor

orientation and mixed items for customer orientation.

Interestingly, studies also used mixed approaches in using scale items for specific conditions. Some
studies used original, adapted and specific items together. For example, Subramanian &
Gopalakrishna (2001) used adopted items of customer orientation, adapted items of competitor
orientation, and both adapted and specific items of interfunctional coordination in the
manufacturing and service firms in India. Other studies considered only specific constructs and items.
Seilov (2015) has used items only for customer orientation and competitor orientation, but not for
interfunctional coordination. The argument might be related with researchers beliefs’ on those
specific items and constructs in relation to their study context. Most troublesome case is that quite
number of studies mentioned that they have used items relevant to the study context which derived
from original scale and new items, but did not mention the specific items that they have used. For
example, Olavarrieta & Friedmann (2008) have reported that their study considered 15 items for
customer and competitor orientation, and interfunctional coordination, but they did not provide
detailed information the list of items they used. Many of these studies provide surprisingly limited
evidence on the justification of how they used those indicator items and constructs (e.g. Dauda &
Akingbade, 2010; Gaur et al., 2011; Olavarrieta & Friedmann, 2008; Seilov, 2015). Some studies also
used items and constructs from both MKTOR and MARKOR measurement scales at the same time
(e.g. Ospina & Pérez, 2013). Interestingly, Soehadi et al. (2001) have included those items adapted
from MARKOR scale under the three MKTOR components.

Balancing adopting and assembly approaches

The choice between original measurement scales versus assembly as a way to develop culturally
specific measurement scale, is reflective for the more fundamental issue of emic versus etic items
selection approaches (McArthur, 2007), which has been prevalent in the domains of cross-cultural
psychology as well as in social, behavioural, and business sciences (House et al., 2004). The
assumptions underlying the use of etic or emic items are quite different because they usually
consider different perspectives with their own advantages and limitations. An “emic approach” refers
to a research approach and design that studies behaviour within a culture. An “etic approach”
connotes an approach and design that uses external, culture-free, universal terms to study behaviour

(Triandis & Marin, 1983). Etic items are assumed to have shared meaning, to be culture-free and to
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have equivalence across cultures (i.e. universal). The emic items are relevant to some specific
cultures under study (i.e. culture specific). Their meaning, however, may not be similar across-
cultures. Emic approaches hold that items are specific to a given context and thus constructs require

specific items for each context.

Both perspectives (i.e. using either etic alone or emic alone) have been critically evaluated in the
literature (Canino et al., 1997). On the one hand, the emic approach suffers from the problem of
observation bias and lack of generalizability, although a thorough understanding of concepts relevant
to one specific culture is obtained using the emic approach. On the other hand, the etic approach
empbhasizes reliability by standardizing the measures at the expense of validity that is measuring

what is supposed to be measured (Canino et al., 1997).

There is no straightforward solution to the selection of generic versus specific items in the
measurement of the market orientation construct. Etic items facilitate cross-cultural comparison
provided that it has been established that these items have the same meaning and relevance also in
the different context. If not, then inclusion of such items changes the substantive meaning of the
construct hence hampering theoretical generalizability. Emic items, in terms of contextually sensitive
orientations, practices and concrete behaviours enhance relevance and accurate reflection, provided
that it has been established that those specific expressions are indeed reflective of the intended
underlying constructs. The key challenge is to somehow reconcile the etic-emic dilemma to preserve
the integrity of a scale across different cultures (Burgess & Steenkamp, 2006; Craig & Douglas, 2001;
Kumar, 2000).

Recently, de Jong et al. (2009) proposed and developed a pragmatic approach to address the etic-
emic dilemma by adding contextually specific items to or replacing cross-nationally standardized
items (Steenkamp, 2005), hence effectively combining country-specific items and standardized items.
This procedure seeks to identify country-specific yet fully cross-nationally comparable marketing
scales. The idea is that researchers first identify general items that appear to be universal, and then
add specific items. Then the combined instrument can be tested. The use of item response theory
advocates measuring the combined etic-emic items (e.g. de Jong et al., 2009; May, 2006). The key
advantage of using the combined etic-emic approach is that the etic items are comparable to other
well-established instruments in the West while the emic items can maximize the specific context
advantages (cultural suitability). In the present paper, we adhere to this approach for the

development of a market orientation scale for the specific context of SPCs in Ethiopia.
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4.3 Methods

Item generation

This study includes both original scale items from the existing literature and context specific items
(de Jong et al., 2009). Four components of market orientation in the Ethiopian SPCs context were
considered in this study: customer orientation, competitor orientation, interfunctional coordination,
and supplier orientation. First, the authors identified the original MKTOR items which contain six
items of customer orientation, four items of competitor orientation, and five items of interfunctional
coordination. Two experts (a PhD student in marketing having experience in Ethiopian seed sector
and a seed system specialist) were requested to assess these original items in relation to the specific
SPCs context. After a thorough discussion on each item, some of the items were decided upon for
inclusion in the initial pool. Additional items that specifically represent the current practices of
Ethiopian SPCs were also included. Hence, we developed a mix of items in which some of the items
were from the original scale and others were context-specific. The original items for customer
orientation, competitor orientation, and interfunctional coordination were taken from the MKTOR
scale (Narver & Slater, 1990) and the items for supplier orientation from the work of Siguaw et al.
(1998). During item generation care was taken to avoid redundancy, confusing ideas, exceptionally
lengthy items, jargons and multiple negatives (DeVellis, 1991). The resulting items reflect the degree
to which market-oriented SPCs should behave according to the existing literature and current market

orientation practices of SPCs. This procedure resulted in a pool of 24 items.

Item purification

Item purification was conducted in two steps. During the first step, authors again requested feedback
from experts on the initial pool of items in order to critically evaluate whether those items could be
represent active for the Ethiopian SPCs context. They reviewed the comprehension of the items and
made suggestions for improvement of the items. In the second step, six SPC leaders and five member
farmers from one SPC (central part of Ethiopia) discussed the revised version of the items to check
for their clarity. Respondents were asked to give their opinions and to point out any items that were
confusing, ambiguous, difficult to understand or answer, or irrelevant for the SPCs’ context (Maltz &
Kohli, 1996). Afterwards, the revised scales were subjected to pretesting with six respondents from
different SPCs. The items were grouped into the constructs that they were supposed to represent.
The item purification process allowed the inclusion, deletion and modification of items. After this
stage 21 items remained: six items for customer orientation, four items for competitor orientation,

five items for interfunctional coordination, and six items for supplier orientation (Appendix 4.1).
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Data collection

Data were collected from SPCs, which were drawn from several databases of the cooperative
promotion agency, bureau of agriculture, and Integrated Seed Sector Development/Ethiopia
programme. A cross-sectional design was employed as the data were collected from the respondents
during a single period. Prior to data collection each SPC was contacted both in person and via
telephone to explain the objective of the study and to make an appointment. SPCs were also asked
to provide the name of the person who is knowledgeable about the marketing strategy and the seed
business of the SPC. A total of 190 respondents participated in the interviews from 29 SPCs which are
located in four regional states of the county: Amhara, Oromia, Southern Nations Nationalities and

People’s, and Tigray regional states.

To gather the information from the respondents, face-to-face interviews were employed using a
structured questionnaire. Each item was scaled on a five-point Likert scale ranging from “strongly
disagree” to “strongly agree” following the procedure adopted by Jaworski & Kohli (1993). Prior to
the interview, respondents were briefed about the objectives of the study, the reason why they were
selected, and the confidentiality of their responses. We also assured respondents that the
information would be used only for research purposes. Prior to the start of the interview each
respondent practiced some questions (i.e. which were not included in the main questionnaire) in
order to ensure their understanding of the five-point Likert scale and the procedure. We adapted the
approach of using five sticks to graphically depict the five-point Likert scale, which was found an
effective instrument in earlier studies in the D&E context (e.g. Adékambi, 2013; Ingenbleek et al.,
2013). The size of the sticks represents the magnitude of the scale (i.e. shortest stick for score 1 and
tallest for score 5). Respondents were interviewed in the office of their SPCs, their home, or farm

fields at a convenient time for them.

Data analysis

The data collected were used to assess reliability and validity of the constructs. To refine the multi-
item measures, conventional procedures including exploratory factor analysis and Cronbach’s alpha
were used (Churchill, 1979) using the total sample (N=190). Prior to exploratory factor analysis, the
suitability of the data for factor analysis was checked using various statistical tests: Bartlett Test of
Sphericity, the Kaiser-Meyer-Olkin (KMO) statistic, the correlation matrix, and the scree plot
(Stevens, 2002). An exploratory factor analysis was used based on principal components estimation.
According to Stevens (2002), loadings above 0.4 contribute to reliable factors when the sample size is
bigger than 150. Variables with cross-loadings (high loadings on more than one component) and with

low factor loadings were dropped from the scales before further analysis (Kline, 2005; Stevens,
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2002). Discriminant validity was assessed in order to ensure that a construct measure is empirically
unique and represents phenomena of interest that other constructs do not capture (Hair et al.,
2010). Fornell & Larcker’s (1981) procedure was used for discriminant validity analysis, which has
been widely applied in the field of marketing research (Hair et al., 2012a). SPSS software was used for

exploratory factor analysis and reliability analysis.

Confirmatory factor analysis was used to validate whether the factors and items suggested in the
exploratory factor analysis are a good representation of market orientation in the context (Churchill,
1979; Steenkamp & van Trijp, 1991). We used two alternative models to measure market
orientation. Model 1 (i.e. full/unrestricted model) consists of both etic and emic items for each
component of market orientation without imposing constraints on the factor loadings. The combined
effect of emic and etic items for measurement improvement of each dimension was evaluated. Thus
factor loadings were estimated by the model. For model 2 (i.e. fixed loadings model), we fixed factor
loadings for etic items to the level reported in the literature and subsequently the factor loadings for
the emic items were estimated based the model itself. The assumption was that those cross-
culturally invariant items were believed measuring the same construct across contexts. Equality of
factor loadings is required to compare relationship constructs across contexts (Byrne et al., 1989;
Steenkamp & Baumgartner, 1998) and hence we derived factor loadings for the etic items from
previous studies (Gounaris & Tzempelikos, 2012; Ward et al., 2006). Accordingly, we fixed factor
loadings to 0.84 for item2, 0.86 for item4, 0.79 for item7, 0.82 for item8, and 0.89 for item13. For
etic items of supplier orientation, we used equal loadings for all etic items, i.e. 0.75 for items 16, 17
and 18. The fit of the proposed model (M2) with fixed factor loadings is compared to the fit model in
which the factor loadings are determined by model itself (M1). Confirmatory factor analysis was used
to assess the best fit for the proposed models. Confirmatory factor analysis was also used to test the
dimensional structure of market orientation. To test the multidimensionality of the market
orientation constructs, we compared the multidimensional model (i.e. four unrestricted first-order

constructs) with a unidimensional model (i.e. all items loading on a single construct).

Model fit was evaluated using several indexes: exact fit (i.e. the Chi-square value), RMSEA,
incremental fit index (CFl, GFI, TLI, IFI) and SRMR (Fan et al., 1999; Hu & Bentler, 1999; Kline, 2005;
Matsunaga, 2010). Under most circumstances, RSMEA should be below 0.08; SRMR should be below
0.1, and CFl, GFI, TLI, and IFI should be above 0.9 (with a measure of 1 indicating a perfect fit) (see
Fan et al., 1999; Hair et al., 2010; Hu & Bentler, 1999; Kline, 2005; Marsh et al., 2004). The normed
chi-square (NC), which is the chi-square index divided by the degrees of freedom, should be less than

2 (Ullman, 2001). Coefficients were estimated using Maximum Likelihood (ML) and the R package
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Lavaan (Rosseel, 2012). The mean and standard deviations of the items in their respective categories
(general, specific and overall) were calculated in order to understand the perception of the
respondents towards the market orientation practices of their cooperatives. Correlations were
calculated to assess the association between general and specific items in their respective

components of market orientation.

4.4 Results

Results of factor analysis

The variables in this study were validated through factor analysis. Before performing the analysis, the
suitability of the data was assessed. Results showed that the data are suitable for the factor analysis;
the Bartlett Test of Sphericity is significant (0.000). This implies that the correlations between
variables are significantly different from zero. KMO is 0.773 indicating that the data are adequate for
factor analysis (Hutcheson & Sofroniou, 1999). The inter-item correlations were above the
recommended level (0.3). Factor loadings of the retained items are presented in Table 4.2. A total of
18 items are retained: five, four, four and five items of customer orientation, competitor orientation,
interfunctional coordination, and supplier orientation, respectively. Three items which have low
loadings and cross loadings were eliminated in the analysis. The items were: one etic item (item1)
from customer orientation, one etic item (item11) from interfunctional coordination, and one emic
item (item21) from supplier orientation. Moreover, two of the items are shifted to other constructs
from where they originally supposed to be. Iltem12 (freely communicate information about
successful and unsuccessful customer experiences), which was categorized under the dimension of
interfunctional coordination in the MKTOR scale (Narver & Slater, 1990), moved to customer
orientation. This might be due to the fact that respondents understand this item in relation to the
customer-oriented domain. Similar results have reported in earlier studies for the consideration of
this item under customer orientation (e.g. Deshpande & Farley, 1998; Grawe et al., 2009). Similarly,
item5 moved to interfunctional coordination. This is because the item focuses more integration and
discussion among cooperative executive committees (leaders) about buyers (i.e. individual farmers,
contacting parties, institutional buyers). The analysis suggests that four factors should be retained.
These four dimensions showed Eigen values above 1 and together explained over 51% of the
cumulative variance in the items. Moreover, the four dimensions have good discriminant validity
because the dimensions are highly uncorrelated with each other. The variances extracted among
components are greater than the corresponding correlations square. Hence, discriminant validity is
established. They are likely measuring different concepts. The result of this stage was a parsimonious

and interpretable solution having four dimensions with 18 items of the original 21 items.
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Table 4.2: Factor loadings of items using rotated component matrix

Variables Factor 1 Factor 2 Factor 3 Factor 4
(Competitor (Customer  (Interfunctional (Supplier

orientation) orientation)  coordination)  orientation)

Item2 0.628

Item3 0.632

ltem4 0.603

Item6 0.652

ltem12 0.702

Item7 0.773

Item8 0.523

Item9 0.844

ltem10 0.867

ltem13 0.582

ltem14 0.669

ltem15 0.533

Iltem5 0.537

ltem16 0.688
ltem17 0.457
ltem18 0.582
ltem19 0.574
Item20 0.676

Results of the measurement models

The measurement properties and the model fit of the proposed measurement models are presented
in Table 4.3. The full model (M1) fitted the data well for all dimensions of market orientation:
customer orientation (X2=10.52 (df=5, p<0.000), CFI=0.968, GFI=0.979, TLI=0.936, IFI=0.969,
RMSEA=0.076, SRMR=0.045, NC=2.01), competitor orientation (X’=3.28 (df=2, p<0.000), CFI=0.996,
GFI=0.992, TLI=0.989, IFI=0.996, RMSEA=0.058, SRMR=0.026, NC=1.64), interfunctional coordination
(X*=1.22 (df=2, p<0.000), CFI=1.000, GFI=0.997, TLI=1.000, IFI=1.000, RMSEA=0.000, SRMR=0.019,
NC=0.61), and supplier orientation (X*=7.22 (df=5, p<0.000), CFI=0.973, GFI=0.985, TLI=0.945,
IFI=0.974, RMSEA=0.048, SRMR=0.041, NC=1.44). Overall fit of the fixed loadings model (M2) was

unacceptable for all components of market orientation. The values of the goodness of fit indices for
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this model were far from the recommended range (Fan et al., 1999; Kline, 2005; Marsh et al., 2004;

Matsunaga, 2010).

Table 4.3: Confirmatory factor analysis results for three measurement models of market orientation

Construct Model X* P df CFI GFI TL IFI RMSEA SRMR
Customer M1(5) 10.53 0.000 5 0.968 0.97 0.936 0.969 0.076 0.045
orientation M2(5) 111.09 0.000 7 0.395 0.840 0.136 0.406 0.280 0.877
Competitor M1(4) 3.28 0.000 2 0.99% 0.992 0.989 0.996 0.058 0.026
orientation M2(4) 4638 0.000 4 0.873 0901 0.810 0.874 0.236 0.612
Interfunctional M1(4) 1.22 0.000 2 1.000 0.997 1.041 1.013 0.000 0.019
coordination M2(4) 19.56 0.000 3 0.713 0.946 0.426 0.727 0.170 0.100
Supplier M1(5) 7.22 0.000 5 0.973 0.985 0.945 0.974 0.048 0.041
orientation M2(5) 110.23 0.000 8 0.000 0.869 0.581 0.235 0.259 0.810

Note: GFl = Goodness-of-fit statistics; CFl = Comparative Fit Index; TLI = Tucker-Lewis Index; IFl =
Incremental Fit Index; RMSEA = Root Mean Square Error of Approximation; SRMR = Standardized
Root Mean Square Residual

Modell: full model

Model2: fixed factor loadings model

Figures in parenthesis are the number of items

Multidimensionality assessment

The next step was to assess the dimensionality of the construct. Confirmatory factor analysis was
used to test whether the four dimensions of market orientation are good representation of market
orientation in the Ethiopian SPCs context. The first-order multidimensional model with four factors
had a good fit. The RSMEA was 0.048, SRMR was 0.067, and CFl, GFl, TLI and IFl were all above 0.9.
The NC was 1.43. The unidimensional first-order model had a poor fit: CFl, GFI, TLI, IFI, RSMEA and
SRMR were all not in the recommended range, but NC was 1.94. Results are shown in Table 4.4. The
results indicate that customer orientation, competitor orientation, interfunctional coordination, and
supplier orientation are to be considered as separate dimensions and probably have independent
effects on performance. The market orientation in the Ethiopian SPCs context is a multidimensional
construct consisting of four dimensions which can be measured by 18 items using a five-point Likert
scale. The final multidimensional measurement model with standardized loadings is presented in

Figure 4.1.
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Table 4.4: Comparison of the results obtained for the market orientation constructs

X P df CFI GFI TL IFI RMSEA SRMR NC

Four factors 184.42 0.001 129 0.928 0.909 0.915 0.930 0.048 0.067 1.43
One factor 462.52 0.000 135 0.575 0.731 0.518 0.585 0.113 0.124 194

Correlation matrix

Results reveal there are associations between the four components of market orientation (Figure
4.1). The strongest and positive association (r=0.50) is between competitor orientation and
interfunctional coordination. There are also significant and positive association of customer
orientation with interfunctional coordination (r=0.48), competitor orientation (r=0.40), and supplier
orientation (r=0.40), and between interfunctional coordination and supplier orientation (r=0.38).

However, supplier orientation showed a weak and negative association with competitor orientation.

=m0

Figure 4.1: Final measurement model
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Component items and their means, and standard deviations

Table 4.5 shows respondents’ perceptions of the level of market orientation in their SPCs. The
descriptive results show that the respondents judge for proposed items of customer orientation was
not relatively fair (M=2.65, SD=0.61). These results may indicate the low response of the respondents
for aggregate customer-oriented items. However, their understanding and response to specific items
of customer orientation is good (M=2.89; SD=0.88). The perception of respondents to the four items
of competitor orientation was not relatively fair (M=2.70, SD=0.70). SPCs may not sufficiently
recognise that the competition is the nature of the seed business. The perception of respondents
towards items of interfunctional coordination is well-recognized (M=3.68, SD=0.48). This clearly
implies that most SPCs appreciate cross-cutting relationship between various committees
(departments) within the cooperative. Moreover, this shows a considerable attention by the SPCs in
strategic use of resources and sharing information within the cooperative. Similarly, the descriptive
results show that the respondents judged supplier orientation as acceptable (M=3.39, SD=0.49),
indicating the clear understanding of most SPCs in having strong relationship with suppliers in order

to serve the target customers and to sustain in the seed business.

Table 4.5: Respondents perception of cooperatives’ level of market orientation

Minimum Maximum Mean SD
General CO 1.33 4.00 2.48 0.56
Specific CO 1.50 4.50 2.89 0.88
All CO 1.60 4.20 2.65 0.61
General CMO 1.50 4.00 2.72 0.67
Specific CMO 1.00 4.00 2.68 0.87
All CMO 1.25 4.00 2.70 0.70
General INF 2.00 5.00 3.43 0.79
Specific INF 2.00 4.67 3.76 0.49
All INF 2.00 4.75 3.68 0.48
General SO 2.33 4.33 3.62 0.45
Specific SO 1.50 4.50 3.06 0.75
All SO 2.20 4.40 3.39 0.49

NB: CO=customer orientation; CMO=competitor orientation; INF=interfunctional coordination;
SO=supplier orientation

Correlations among group of items

The level of correlations between general items and specific items were r=0.54, r=0.63, r=0.40, and
r=0.45 for customer orientation, competitor orientation, interfunctional coordination, and supplier
orientation, respectively (Table 4.6). This might show that the items have assigned in the

components where they supposed to represent well. The associations of the aggregate of all items
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with both the general and specific items were positive and significant for all components of market

orientation.

Table 4.6: Correlations among group of items

Customer orientation

General CO Specific CO All CO
General CO 1 0.54** 0.87**
Specific CO 1 0.88**
All CO 1
Competitor orientation

General CMO Specific CMO All CMO
General CMO 1 0.63** 0.87**
Specific CMO 1 0.93**
All CMO 1
Interfunctional coordination

General INF Specific INF All INF
General INF 1 0.40%** 0.71**
Specific INF 1 0.93**
All INF 1
Supplier orientation

General SO Specific SO All SO
General SO 1 0.45** 0.84**
Specific SO 1 0.86**
All SO 1

NB: CO=customer orientation; CMO=competitor orientation; INF=interfunctional coordination;
SO=supplier orientation

4.5 Conclusion

The present study developed a specific market orientation measurement scale for the Ethiopian SPCs
context. Building on the principles of Item Response Theory it combines both cross-culturally
invariant items and items specifically designed for the context. The scale developed in this study can
be used to monitor the progress of SPCs. Although developed in the context of Ethiopian SPCs, this
instrument may be of interest for other cooperative types and SMEs in the D&E economies. We
suggest this approach as a generally applicable procedure to develop market orientation
measurement scales for diverse cultural contexts. The measure of market orientation developed in
this study context contributes to the literature in broadening the understanding how to develop

better instruments for specific culture.
The fixed factor loadings approach assuming that factor loadings are culturally insensitive, had to be
rejected in the present study context. Thus, using scale items that exhibit high factor loadings in the

HICs where the original scale have been tested/used should not always be taken for granted. This
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study also illustrates the market orientation measurement scale development applicable for
Ethiopian SPCs. Market orientation in the Ethiopian SPCs context is a multidimensional construct
consisting of four dimensions: customer orientation, competitor orientation, interfunctional
coordination, and supplier orientation. To our knowledge, this study has introduced the first
measurement scale for market orientation using a combination of general and specific items for
agricultural marketing cooperatives in D&E contexts. Future studies that consider the approach in

other cultures will contribute to existing knowledge.

4.6 Discussion

The findings show that market orientation in the Ethiopian SPCs context is a multidimensional
construct that consists of four dimensions: customer orientation, competitor orientation,
interfunctional coordination, and supplier orientation. The present study differs from the original
work of Narver & Slater (1990), which reported market orientation as a unidimensional construct
having three dimensions (customer orientation, competitor orientation, and interfunctional
coordination). These four dimensions are the key concepts for measuring market orientation in the
Ethiopian SPCs context. Although the basic theory applies, constructs may need to be added or
modified on the basis of the specific context (Douglas & Craig, 2006). Local practices may suggest
alternative frameworks to be considered indicating the possible modification of the original
conceptual framework in line with the diverse context. This includes the extension, and hence
modification of the dimensionality of the market orientation construct depending on the specific
context. Similar results were reported in previous studies (e.g. Gray et al., 1998; Ospina & Pérez,
2013; Soehadi et al., 2001). Our findings indicate that valid measurement in different contexts may
require the modification of exiting measurement scales to different cultural contexts (Burgess &

Steenkamp, 2006).

The present study develops the measurement scale that will foster the measurement of the level of
market orientation within the SPCs context. The scale could help the cooperatives to monitor how
they become market-oriented and perform well in the market place. The proposed scale could be
used as a diagnostic tool for cooperatives to identify their areas of strengths and weaknesses,
thereby enabling them to take appropriate actions where needed. The instrument could also help
cooperatives to compare their level of market orientation with the average level found in this study.
When their self-assessment is low, the market orientation items in this study will provide some
suggested areas on which to focus attention. The successful implementation of the marketing
concept can produce tangible customer and organizational benefits for the cooperatives (Gray et al.,

1998).
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The present study shows that some general items were applicable to the Ethiopian SPCs context,
while others were not. The probable explanation is that the high level scale items may not
sufficiently be captured by the current day-to-day practices of SPCs. This contradicts with the
principle of etic theory, which holds that all general items are equally suitable outside the context
where they have originally developed. It supports previous arguments against etic theory (e.g. Ward
et al., 2006; de Jong et al., 2009; Thompson, 2007). Hence, using all items, developed in HICs, in
completely different context is not a proper procedure for better instrument development
(Steenkamp, 2005). Prior studies use some of the general items for specific study context (e.g. Ospina
& Pérez, 2013; Smirnova et al., 2011; Ward et al., 2006). The findings also confirm that the specific
items, that were extracted from the market orientation practices of Ethiopian SPCs, performed well
as expected. The existing practices highlighted that additional issues were of importance when
measuring cooperatives’ seed business market-oriented activities. It provides evidence for the need
to develop better measurement instrument by considering specifically designed items which reflect

the context in which market orientation is to be measured.

4.7 Implications

The findings of this study have both theoretical and practical implications. First, the implication for
researchers is to consider both general and specific items for developing better measurement scale
of market orientation in specific cultural contexts. When the context in which market orientation is
measured changes, a measure development procedure may be required in order to create a proper
measurement instrument. It may need to take into account the context in which market orientation
is to be measured. Second, to our knowledge, this study introduces the first measurement scale for
market orientation using the general-specific items procedure for agricultural marketing
cooperatives in D&E contexts. Thus, it contributes to the literature as an important step in
broadening the understanding on how to develop better instruments for specific cultures.
Researchers may take the advantage from this effort and consider those items in their research.
Third, we suggest that the market orientation dimensions and items identified here have practical
use for SPCs in D&E economies. This helps cooperative leaders to have a comprehensive inventory of
market-oriented activities, which can be used to identify areas of strengths and areas that need
improvement. SPCs wishing to improve their performance need to consider their market-oriented
approach and to take appropriate action where necessary. The seed they provide to the market
should be on the basis of the customers’ needs, and their activities should also be well integrated in
order to satisfy those customers’ needs. Fourth, the findings also have implications for organizations

that aim to support SPCs to become more market-oriented and successful in their business venture.
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Government institutions, NGOs, policy makers, and development organizations can take into

consideration the key market orientation components in their development intervention agendas.

4.8 Limitations and future research

This study is not without its limitations. The study did not include all the general scale items, because
during items selection only a few were considered relevant for SPCs context. The study also included
only a few specific items. Hence, researchers may include more general and specifically designed
items depending on the particular context. The context of the study itself may be another limitation.
A single type of cooperative (i.e. SPCs) in the context of Ethiopia was considered in this study. There
is a constraint in the generalizability of the results to other types of cooperatives and SMEs in the
D&E economies. It seems reasonable to suggest that future researches may repeat the present study
in other types of cooperatives and SMEs in the D&E economies. Finally, prior researches suggest that
market orientation and its components affect the performance of the firm. Future research should
determine if market orientation and its components can influence the performance of SPCs in

Ethiopia.
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Appendix 4.1: A pool of scale items for measuring market orientation

Items Description
Customer orientation
General
ltem1 Our business objectives are driven primarily by customer satisfaction
Item2 We constantly monitor our level of commitment and orientation to serving customer’s needs
ltem4 We measure customer satisfaction systematically and frequently
Specific
Iltem3 We assess feedback from our customers with the seed they bought from us (i.e informal
mechanisms)
ltem5 Our cooperative leaders discuss customers’ (e.g. farmers, intermediaries, buying organizations)
need and preference
Iltem6 Our cooperative leaders visit (field visit, informal mechanisms) customers
Competitor orientation
General
ltem7 We rapidly respond to competitive actions that threaten us
Iltem8 We target customers where we have an opportunity for competitive advantage
Specific
Iltem9 Our cooperative leaders interested/concerned about what other seed producers are doing in
the market
ltem10  Cooperative leaders and other committees share information within the SPC concerning other
seed producers
Interfunctional coordination
General
Iltem11  All of our business functions are integrated in serving the needs of our target markets
ltem12  We freely communicate information about our successful and unsuccessful customer
experiences across all business functions
Iltem13  We share resources with each other
Specific
Iltem14  We all know the role and contribution of each member and committee for the success of the
seed business
Iltem15  We have inter-committee meetings at least once a month to discuss on seed business
Supplier orientation
General
Iltem16  We feel that suppliers have been on our side
Iltem17  We work together with suppliers to be successful
ltem18  We are patient with suppliers when they make mistakes that cause us trouble
Specific
ltem19  We communicate with seed and other inputs suppliers
Item20  Our seed suppliers do have experts (to give support) about the seed they are supplying
Iltem21  We are willing to cooperate with inputs (seed) and service suppliers
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Abstract

The market orientation-performance relationship is a cornerstone of the marketing literature. The
positive effects of market orientation and its components on firm performance are empirically
supported by studies conducted for large firms in developed economies. However, its influence on
performance in D&E economies particularly under cooperatives context has been under-researched.
The purpose of this paper is to examine the impact of market orientation on the performance of seed
producer cooperatives (SPCs) in Ethiopia. This study examines the influence of customer, competitor
and supplier orientation, and interfunctional coordination on cooperative performance and
members’ livelihoods. Using structured questionnaires, cross-sectional data are collected from a
sample of 29 SPCs with a total of 190 respondents from four regional states of Ethiopia. Results show
that customer orientation, interfunctional coordination, and supplier orientation, but not competitor
orientation, contribute to higher business performance (customer satisfaction and financial
performance). Our findings confirm that customer orientation is the key factor for superior business
performance in D&E economies. Business performance has a mediating effect between market
orientation components and livelihood performance. Interfunctional coordination and supplier
orientation influence the livelihood of member farmers both directly, and indirectly via business
performance. The study concludes that market orientation of SPCs is very important for business
performance and provides a strong basis for the livelihood of seed producer families. SPCs can
improve their performance and the livelihood of member-farmer families by implementing market
oriented strategies, emphasising customer orientation, interfunctional coordination, and supplier
orientation.

Keywords: Business performance, market orientation, members’ livelihood improvement, seed

producer cooperatives
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5.1 Introduction

Ensuring livelihood is quite crucial for rural smallholders. Livelihood is a multifaceted concept which
comprises the capabilities, assets (material and social resources), and activities required for a means
of living (Ellis, 2000). It also refers to the maintenance or enhancement of rural families’ access to
food and income-generating activities on a long-term basis (Kumar et al., 2006). The livelihood of
smallholder farmers in D&E economies depends largely on agricultural production which is the
mainstay of the rural areas (e.g. Hazell et al.,, 2010; Yakubu & Akanegbu, 2015). Increasing
agricultural production for smallholders is therefore a key to poverty reduction, ensuring food

security, and economic development (Baldos & Hertel, 2014).

However, ensuring livelihoods for rural families is challenged by various internal and external factors.
The overwhelming majority of agricultural producers are asset-poor smallholders who use simple
technologies (hand hoes and oxen) and cultivation practices (low agricultural input practices) and are
characterized by low productivity, limited capital, and vulnerability to natural and man-made
changes (Haddad et al., 2011). Their agricultural activities are mainly dependent on unpredicted
rainfall, and their practice in using irrigation is very limited (Olesen & Bindi, 2002; Gautam, 2006). The
rainfall pattern has been dramatically changing due to the increase of temperature as a result of
serious global climate change (Rahman, 2008). Erratic rainfall patterns together with unexpected
flooding and El Nifio cause crop and livestock failure, low productivity and eventually severe drought
(Battisti & Naylor, 2009; Hellmuth et al., 2009; Nicholson, 2001; WFP, 2016). These factors
significantly impact on the livelihood improvement of smallholder producers in D&E economies

(Shiferaw et al., 2014).

The livelihoods of farmers are constrained by various external factors that cannot be managed and
controlled at the individual level. Lack of access to proper roads, for example, limits smallholders’
ability to transport inputs and produce as well as their access to information, inducing high
transaction costs (Barrett, 2008). When infrastructure is very poor, markets for agricultural inputs
and outputs are often missing and/or unreliable for smallholder farmers. Lack of information and
access to services hinders smallholder participation in potentially lucrative markets. Increased costs
of transport, which affects inputs used and the market strategies selected, as well as high transaction
cost, lack of reliable markets, and lack of human capital (illiterate with poor technological skills) are
the key factors that significantly impede the livelihood improvement of smallholders (Hendrikse &

Bijman, 2002).
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Prior literature suggests a role for agricultural and marketing cooperatives in overcoming the various
internal and external factors that affect the rural smallholders’ livelihoods (Barham & Chitemi, 2009;
Kaganzi et al., 2009). Connecting smallholder producers to high value markets by organizing them
into a cooperative is believed to be an important strategy towards improving smallholder producers’
livelihood (Grwambi et al., 2016). Agricultural marketing cooperatives could make a key contribution
in linking member farmers’ products with potential markets and contribute to sustainable livelihoods
for farmers (Kumar et al., 2015). Cooperatives represent a governance structure that enables to
reduce transaction costs related to buying agricultural inputs and selling farm products to improve
the cooperative performance as well as income of their members (Hendrikse & Bijman, 2002).
Cooperatives are also able to support smallholders to benefit from commercialization by reducing

high transaction costs (Bernard & Taffesse, 2012; Jayne et al., 2006).

Unlike to investor-owned firms (IOFs), cooperatives have a dual perspective namely to ensure the
business performance of the cooperative, and facilitate their members’ satisfaction (Davis, 1997).
Cooperatives aim to ensure the performance as firms and satisfy members’ need (Soboh et al.,
2009a). Cooperatives are formed by individuals who coordinate among themselves (horizontal
integration) in order to achieve vertical integration and eventually to improve member firm
performance. Cooperatives improve members’ livelihood by offering better prices for their produce
(Bernard et al., 2008; Francesconi & Heerink, 2010), by maximizing patronage returns to members,
reducing transaction costs and providing higher bargaining power (Bernard et al., 2007; Getnet &
Anullo, 2012), increasing the efficiency of various agricultural inputs (Kumar et al., 2015), and

ultimately the higher prices received leading to higher farm incomes (Fischer & Qaim, 2012a).

Adopting the concept of market orientation has been suggested as a key and priority concern for
cooperatives in their aim of determining the best way of delivering higher value to customers
(cooperative firm) and satisfying members’ wellbeing (member firm) (Agirre et al., 2014; Bijman,
2010). Market orientation relates of the systematic generation and dissemination of information
about customers and competitors, and to ensure coordinated actions, with the aim to create higher
value for customers (Lafferty & Hult, 2001). Cooperatives need to ensure that they realize the
benefits of being market-oriented to deliver higher value to customers (Beverland, 2007;
Kyriakopoulos et al., 2004). Donors, governments and researchers show renewed interest in market-
oriented cooperatives as a means of increasing rural households’ participation in the market,

improving income, and ultimately reducing poverty (Chen et al., 2007).
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Although the key contributions of market orientation on firm performance have been extensively
studied for IOFs (e.g. Kirca et al., 2005), surprisingly few studies have attempted to assess the market
orientation-performance relationship for cooperatives. The empirical relationship has not been well
quantified and information about the relationship is very scarce. Benos et al. (2016) have suggested a
need to study the link of market orientation with performance in a cooperative’s perspective. In
response to this call, this study examines the role of market orientation and its components on the
business performance of the seed producer cooperatives (SPCs) in Ethiopia and ultimately their
impact on the livelihoods of seed grower members. This study contributes to the literature by
broadening the understanding of market orientation and its impact on the performance of
agricultural marketing cooperatives in D&E economies, taking Ethiopian SPCs as a case. By examining
the contribution of market orientation to the livelihood of member farmers, the study further
extends the market orientation-performance literature into the domain of ‘societal’ impact. The seed
sector is among the sectors that the Ethiopian government has given due attention, as a critical way
to improve agricultural production, increase rural livelihoods, and ensure economic development of
the country. In Ethiopia, where the economy is dependent on agriculture, improving agricultural
productivity is indispensable when aiming to increase the food supply. The agriculture sector
contributes 42% of the GDP, 90% of the total exports earnings, and 85% of employment and the
livelihoods of 83% of the population are largely dependent on agriculture (CSA, 2016). SPCs are
business enterprises organized with the aim to turn seed into a commercial product produced by
farmer groups, such that it becomes a potential source of income generation and livelihood
improvement for their members (Subedi & Gareth, 2013). The objective of this paper therefore is
threefold: (a) to explore the effect of market orientation (components) on the business performance
of the SPCs, (b) to explore the mediating role of business performance (firm performance) in the
relationship between market orientation (components) and members’ livelihood (member
performance), and (c) to identify the direct and indirect effects of market orientation components on

livelihood performance of the cooperative’s member farmers.

This paper first discusses the theoretical background, including the market approach for
smallholders, market orientation in the cooperatives context, and the role of supplier orientation in
agricultural marketing cooperatives. It then develops the conceptual framework and formulates the
hypotheses. Next, it subsequently presents the methods, followed by the results and main
conclusions. It then finishes with a discussion and implications for SPCs, policy makers and

development organizations.
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5.2 Theoretical background and conceptual framework

Market approach for smallholders

Market access is crucial for smallholder farmers to increase their incomes, improve their livelihoods
and to contribute to local economic development (Barham & Chitemi, 2009; van Tilburg & van
Schalkwyk, 2012). Market access includes the ability to obtain necessary farm inputs and farm
services, and the ability to deliver farm products to buyers. High-value markets offer lucrative
opportunities for enhancing smallholders’ income. The positive impacts of market inclusion of
smallholders are associated with income generation, employment and access to credit and technical
assistance (Shepherd, 2007). Barrett (2008) reviewed several studies on the participation of
smallholders in markets that help them to increase their incomes by reducing transaction costs, and
by improving their access to improved technologies. Smallholders in D&E economy context generally
tend to be semi-subsistence farmers, which are partially linked to markets usually through a
diversification of their commodities produced. It is for these reasons that the drive to improve
market access is central to the efforts in developing smallholder agriculture for poverty reduction.
Shepherd (2007) suggests that development interventions should take into consideration the
connection of smallholders’ produce with potential markets, because developments could be

sustainable when they are commercially viable.

However, smallholder farmers face many constraints that impede them from taking advantage of
market opportunities (Barrett, 2008; van Tilburg & van Schalkwyk, 2012). The scope for smallholders
to participate in markets depends on their own ability to compete against alternative suppliers and
the interests and demands of buyers. Smallholders are equipped with few assets and often have
limited capacities and capabilities to access credit, upgrade production systems and explore new
markets (Reardon et al., 2009; Wiggins et al., 2010). They have limited access to key resources
(cultivable land, irrigation facilities, and financial resources), which inhibit investment and farm
productivity (Hernandez et al., 2007). Living in remote areas with poor infrastructure induces high
transaction costs for farmers and significantly reduces their incentives for market participation
(Barrett, 2008; Omamo, 1998; Winters et al., 2005). Smallholders are also often constrained in what
they can produce, are confronted with limited marketing opportunities, limited ability to diversify
into new crops, and limited negotiation power. Moreover, for higher-value markets the participation
of smallholders is severely constrained by the requirements of higher level need of consumers and
supply chains (Henson et al., 2008). All these constraints can significantly reduce the benefit that
smallholders can take from the market opportunities. These constraints cannot be solved by
individual approaches and are difficult to be addressed by other social institutions (e.g. family,

friends, community).
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Cooperative: an alternative model for collective action

Farmer groups (producer organizations and producer cooperatives) are often proposed to bridge
market imperfections and lower transaction costs (Barham & Chitemi, 2009; Kaganzi et al., 2009).
According to Barrett (2008) interventions should aim at facilitating smallholder organizations to
stimulate the inclusion of smallholders in the markets. This significantly reduces costs of intermarket
commerce, and improves poorer households’ access to improved technologies and productive assets
(Barrett, 2008). Cooperatives are basically formed by a group of people with the main aim to
accomplish together a given goal that could not be accomplished by individual members acting on
their own (Valentinov, 2007). Cooperatives are avenues to reduce high transaction costs (Markelova
et al., 2009; Valentinov, 2007). Since individual farmers live in remote areas where there is poor

infrastructure and limited resources, the role of cooperatives has become increasingly important.

Marketing cooperatives provide possible market outlets for farmers which encourages them to
produce more (Ayenew et al., 2009). They also facilitate in integrating the product of smallholders
with high markets through the provision of necessary inputs and equipment, technical knowledge
and market information (Shiferaw et al., 2014). A member-dominated cooperative can enable
smallholders to reap economies of scale while increasing their countervailing power (Christy, 2001).
Holloway et al. (2000) find that agricultural marketing cooperatives are potential catalysts for
reducing transaction costs and stimulate market entry in east-African highlands. Moreover, through
strong network governance and chain upgrading, cooperatives provide smallholders with modern

farm technologies and training on the better production practices (Ruben et al., 2006).

Unique features of the cooperatives vis-a-vis Investor-owned firms

Cooperatives are not IOFs. They are unique because their members are stakeholders at different
levels. A cooperative is member-owned and democratically controlled and in which the members
have an equal say, and its purpose is to meet the needs of members (Penrose-Buckley, 2007).
International Cooperative Alliance (ICA, 1995) defines a cooperative 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.” People form a

cooperative to meet their own common goal, which may be economic, social, or a combination.

Cooperatives have unique characteristics compared to I0Fs. In IOFs, the distribution of surplus
(benefit) is for investors in proportion to their investment, whereas for case of cooperatives
distribution of surplus is among users in proportion to use (use products, supplies or services of the

cooperative). Members of a cooperative provide the financing to support the cooperative’s

119



operations. Cooperatives and IOFs also differ in terms of key objectives. The primary objective of
every cooperative is to provide goods and services to its members and thus enable them to attain
increased income and savings, productivity, and maximum utilization of economics of scale. For IOFs,
however, the key objective is profit maximization (e.g. Bontems & Fulton, 2009). Cooperatives run
the business with the objective to assist their members to trouble-free their life and enhance their
standard of living. Management (governance) structure is another difference between the two. In
most cooperatives, members typically do have one vote, although in recent development in
European cooperatives the vote relies based on the investment of members (Bijman et al., 2014).

However, for IOFs the vote is based on the proportion of the investment.

In principle, cooperatives have two main objectives that they should achieve at the same time i.e.
cooperative business performance and member performance (Davis, 1997). A cooperative shall
provide maximum economic benefits to its members, teach them efficient ways of doing things in a
cooperative manner, and propagate cooperative practices and new ideas in business and
management. They have to provide goods and services to members and thus enable them to attain

increased income and savings, and productivity (Shiferaw et al., 2014).

Role of market orientation

Market orientation is an organizational culture that involves placing customer satisfaction at the
centre of the business’ operations. It delivers value for customers and results in better performance
for organizations (Ozkaya et al., 2015). The specific market intelligence activities of information
generation, sharing the information within the organization, and responding to the market demand
are the key practices that are executed by market-oriented firms (Kohli & Jaworski, 1990). Market-
oriented firms are better in responding to the market demand than less market-oriented firms (e.g.
Ruekert, 1992). Market orientation facilitates the collection and use of market information, and
focuses on the coordination of resources to deliver superior customer value (Slater & Narver, 1995).
Moving beyond the specific market intelligence activities of information generation, dissemination
and responsiveness, Narver & Slater (1990) conceptualized market orientation as three behavioural
components: customer orientation, competitor orientation, and interfunctional coordination.
Customer orientation refers to the sufficient understanding of target buyers to be able to create
superior value for them continuously (Narver & Slater, 1990). It is considered to be an essential
element for firm success and a key focus for any firm’s relationship to its customers. Firms need to
put the customer’s interest first, while not excluding those of all other stakeholders, to develop a
long term profitable enterprise (Deshpande et al., 1993). Competitor orientation is the key part of a

firm’s strategic orientation which focuses on understanding the strengths and weaknesses of existing
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and potential competitors (Narver & Slater, 1990). Firms need to understand what their competitors
are doing in the market and target possible markets where they have an opportunity for competitive
advantage. Interfunctional coordination allows for the bringing together of firm capabilities to
develop a product that meets customer needs and can be effectively delivered by the firm (Kahn,
2001). A high level of coordination between different departments is likely to facilitate the sharing of
important information between departments for fast and efficient response to the market and to
improve the firm performance. From the perspective of the market orientation concept, several

literature suggests the implementation of market orientation for better cooperative performance.

Market orientation and cooperatives

Despite the key differences between IOFs and cooperatives in terms of governing structural and
ultimate objectives (Kyriakopoulos et al., 2004), both are operating in the same market and share the
concept of market orientation. Firms must find a way to discover unfulfilled customer needs and
bring to the market products that satisfy those needs (Slater & Narver, 1995). Similar to IOFs,
cooperatives should deliver higher value to customers through the implementation of market
orientation (Bijman, 2010). Cooperatives are no longer sheltered from the current competitive
market pressures (Beverland, 2007) and should respond by becoming more market-oriented

enterprises (Kyriakopoulos et al., 2004; Harte & O’Connell, 2007).

It is assumed that the concept of market orientation can be pursued and be made applicable without
limits (Narver & Slater, 1990); in fact, any strategy is contingent upon the organization’s structure
(Kyriakopoulos, 1998). Marketing cooperatives need to strive to optimize their qualities and
capabilities to respond to customers’ demand (Bijman et al., 2014). Delivering higher value to
customers through the adoption of the concept of market orientation should be their key concern
(Bijman, 2010). They need to develop the capacities to create sustainable competitive advantage by
adopting the market-oriented approaches to respond for existing highly competitive markets (e.g.
Agirre et al., 2014; Harte & O’Connell, 2007; Ketchen et al., 2007). As a general principle from the
marketing literature, organizations that perform market-oriented activities score better than their
less-oriented rivals in a wide variety of indicators (Cano et al., 2004). Studies suggest the need to
assess market orientation in cooperative perspective considering the issue of internal governance
mechanisms, organizational structures and strategic attributes of the cooperatives (Benos et al.,

2016).

It might not be easy to draw straightforward conclusion from the literature on the application of

market orientation to the cooperatives context. This is mainly due to the fact that the presence of
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different strategic approaches and governing structures of cooperatives than IOFs (Bijman et al.,
2013; Kyriakopoulos et al., 2004). The extent to which the adoption of market orientation by
cooperatives depends on the significant of human-resource development, organizational
restructuring, and reallocation of resources within the cooperatives (Kryiakopoulos & van Bekkum,
1999). Limited attention by cooperative management devote to the effective implementation of
market orientation is a key factor in cooperatives (Agirre et al., 2014). Prior studies indicate that
strengthening of customer orientation has been claimed to be essential for the success of marketing
cooperatives (Bijman, 2010). Benos et al. (2016) reported the positive influence of cooperative
organizational attributes on the implementation of market orientation. They also found the positive
influence of market orientation on the performance of the cooperative (sales volume, new market
entry and market share). Similarly, Agirre et al. (2014) identified the influence of internal
organizational factors of the cooperatives (organizational commitment, integration of cooperatives)
on the degree of the market orientation of the cooperatives. They reported the positive influence of
market orientation on the cooperative performance in terms of efficiency (profitability, return on

investment) and efficiencies (growth of sales, growth in market, growth in profits).

Empirical evidence for the contribution of market orientation on the performance of the cooperative
is very scarce and lagging much behind the theory compared to I0Fs (Benos et al., 2016). Despite
being investigated in large and small businesses, and agricultural and food industries, the relationship
between market orientation and performance has not been investigated well in agricultural
cooperatives. Particularly, information in the D&E context is very scant. The vast majority of
researches have focused on the influence of internal governance structure of cooperatives on
performance. For example, Kyriakopoulos et al. (2004) consider the structure of Dutch cooperatives
on market orientation and performance, but did not specifically evaluate the link between market
orientation and performance. The lack of study contrasts with the importance given, at least from a

theoretical perspective, to market orientation in other sectors (Agirre et al., 2014).

Supplier orientation and agricultural marketing cooperatives

The market orientation of the cooperatives is broad and may include other orientations. The recent
qualitative study on the market orientation practices of SPCs in Ethiopia confirms that supplier
orientation is an integral part of market orientation in this particular context. Supplier orientation is
the pattern of shared beliefs and values that help managers understand and manage firm’s suppliers
in the creation of superior value (Al Jafari et al., 2015). Supplier orientation basically involves the
managing of the relationship between firms in the supply chain (Hult et al., 2008; Li et al., 2009).

Firms are not only to manage their own resources and capabilities but, in responding to customer
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needs, are ever more dependent on the resources and capabilities of supplying firms (Johnston et al.,
2004; Kibbeling et al., 2013). Without proper integration with potential suppliers, firms may not be
able to succeed in their business venture (Hamid & Sukati, 2011). The key concept of market
orientation (creating value for customers) is beyond the boundaries of the individual firm and
becomes a supply chain concern (Song & Thieme, 2009). Firms should pay critical attention in their

supplier selection and collaboration to make business integration (Agan, 2011).

Literature reveals that there is a positive relationship between supplier orientation (integration) and
firm performance (Edwards et al., 2001; Shin et al., 2000). Frohlich & Westbrook (2001) find strong
and consistent evidence for the relationship between integrated supply chains and a variety of
performance improvements. Supply chain integration will likely improve performance by eliminating
inefficiencies and inconsistencies, streamlining processes, providing customers with what and when
they want, reducing excess inventories, and proactive management of demand (Agan, 2011). The
higher the level of integration with suppliers, the greater the potential benefits for firm’s
performance (Frohlich & Westbrook, 2001). In particular, for agricultural marketing cooperatives the
role of supplier orientation is quite indispensable and has significant impact on their performance.
This is because they often demand inputs from suppliers to provide quality products and services for
their customers. SPCs, for instance, need better (advanced) agricultural technologies to produce

quality product so as to satisfy their customers (Shiferaw et al., 2014; Subedi & Gareth, 2013).

Conceptual framework and research hypotheses

The performance measures for cooperatives include both business related performance and
members’ performance. In this section, we develop a conceptual framework and hypotheses (Fig 5.1)
on the relationship between market orientation components and performance measures in the
Ethiopian SPCs context. The commonly used objective performance measures (profit, sales growth,
return on investment) typically in use at IOFs are difficult to obtain or insufficiently reliable
particularly for small cooperatives in the D&E economies. Performance measures should consider the
specific context of the cooperatives in terms of firm structure, firm culture and governing objectives,
because the relative importance of performance measures varies with the objectives of different

types of cooperatives (Benos et al., 2016; Soboh et al., 2009a).

For this study, we used subjective measures of performance. Performance can be measured using
objective measures or subjective measures (Kirca et al., 2005). Objective approaches concentrate on
using absolute values of performance measures (e.g. $ profit per employee) (Wall et al., 2004).

Subjective approaches ask respondents for their assessment of the performance using various items
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and allow for assessing non-financial criteria. Subjective measures have been used substantially in
the past (see Ingenbleek et al., 2013; Zulkiffli, 2014). Literature reveals that subjective and objective
performance measures are highly correlated and give similar results (e.g. Wall et al., 2004).
Therefore, it is appropriate to use subjective measures where objective measures are unavailable or
hard to obtain (Zulkiffli, 2014). This study used subjective measures for several reasons. First, SPCs
are at infant business stage, and objective performance data are not available, yet. Second, objective
performance data are often not available in small enterprises in D&E economies, as in the case of
SPCs. Third, cooperatives are established not only to provide income and profit, but also to provide
services for their members (Bijman et al., 2014) which complicates the interpretation of objective

measures.

Cooperatives aim to improve their business performance. Most commonly, similar to I0OFs, business
performance measures are also used in the cooperatives (Soboh et al., 2009a). Cooperatives that
want to sustain in the market for the long run should have better financial performance (sales
growth, market share, income, profit, return on investment) than other businesses in the industry.
Those cooperatives that are profitable in their business venture can continue in the business, but
those unable to make profit will perish in the long run. Being market-oriented involves being
customer oriented, competitor oriented, and having interfunctional coordination efforts, which are
associated with performance (Narver & Slater, 1990). Thus, the sustainable performance of the
cooperatives is influenced by their ability to acquire information about customers and competitors in
the target market, apart from their internal coordination functions (Kyriakopoulos et al., 2004). A
market-oriented cooperative provides better products to customers than competitive firms and thus
increases its sales, its price and financial performance. In light of this, it is anticipated that the market
orientation components positively influence the business performance of the SPCs. We therefore
propose to test the following hypothesis:

H1: Market orientation components positively influence the business performance of SPCs.

Marketing cooperatives provide an economic benefit for their members through two ways. One is by
improving the firm performance and members could benefit from the success of the cooperatives.
Second, members could benefit individually from cooperatives’ activities such as input provision,
high productivity and technical knowledge (Ruben et al., 2006; Shiferaw et al., 2014). Cooperatives
improve the bargaining power of their members and let members benefit from economies of scale
(Bijman, 2016). Cooperatives that have good financial performance can collect the product from their
members at fair price, sell it at good price, and distribute the net profits to their members through

dividend (Abate et al., 2014). Similarly, SPCs can therefore be expected to collect the seed from their
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members at fair prices during harvest time when the price usually fall drastically and sell when prices
recover (Emana, 2009). Better performing SPCs enable their members to generate income and
accumulate assets; and develop human and social capital, as well as economic independence
(Nembhand, 2002; 2004b). Successful cooperatives also participate in additional investment to
expand the business in which members benefit directly. Therefore, the change in members’
livelihoods should be measured when evaluating the firm performance. Besides the key contribution
of the business performance of the cooperative to the livelihood of members, each component of
market orientation may have an individual effect on the members’ livelihood. In the SPCs context,
member farmers can support their livelihoods by using improved quality seed and enhance their
productivity (i.e. food security) and ultimately get better income (i.e. profit). The scenarios indicate
that the livelihood performance of members could be influenced through the business performance
of the cooperatives and through the individual contribution of the market orientation components.
Therefore, we test the following hypotheses:

H2a: Business performance of the SPCs has a positive influence on the livelihood performance of
member farmers.

H2b: Market orientation components have direct positive influence on the livelihood performance of

member farmers.

Customer orientation

Competitor orientation H1 _ H2a
Interfunctional Business Livelihood (member)
coordination performance performance

Supplier orientation

H2b

Figure 5.1: Conceptual framework

5.3 Methods

The present study consists of two parts (i.e. pre-study and main study). In the pre-study, we
developed comprehensive measures for performance in the SPCs context. In the main study, we used
these performance measures to assess their relationship with market orientation components. The
method section consists of research context, sample selection, data collection, results of the pre-
study and analytical procedure for the main study. Sample SPCs, individual respondents and data

collection procedures are the same for both pre-study and main study.
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Research context

The hypotheses of the present study were tested on a sample of SPCs in Ethiopia. Ethiopia’s
economy is largely based on agriculture, which contributes 43% of the GDP and 90% of exports
earnings (CSA, 2016). To feed the growing population of the country, the Ethiopian government is
working to double the agricultural productivity, which will make a direct contribution to the country’s
economic development. As a key input, quality seed for farmers plays an indispensable role in the
increase of agricultural productivity. The Ethiopian government has been promoting quality seed
production and marketing to reach final users (farmers) as key routes to the increase of production
and the improvement of farmers’ livelihood. SPCs are important business entities in reducing the
seed shortage of the country. They are autonomous organizations established by a group of
individual farmers from a given locality and located in different parts of the country (Subedi &
Gareth, 2013). There are considerable similarities and variations among them in terms of agro-
ecological condition, sociocultural context, irrigation facilities, local market demand, technical,

managerial and financial capabilities (Mohammed et al., 2012).

Sample selection

The selection of respondents for this study conducted in two steps. First, a sample 29 SPCs was
selected from a list of SPCs based on various sources (i.e. regional bureau of agriculture, regional
cooperative promotion agency, Integrated Seed Sector Development Ethiopia (ISSD)/programme and
NGOs). Care was taken to ensure that SPCs showed considerable spread in terms of their formation
history, production potential, local infrastructure, type of seed/crops produce, year of establishment,
seed marketing experience, number of members, and seed marketing strategies (e.g. contractual
arrangements, direct to final users and institutional buyers). Sample SPCs were selected from four
regional states of the country: Amhara, Oromia, Southern Nations and Nationalities People’s, and
Tigray regional states. Second, individual respondents were selected from each of the 29 SPCs. Five
to seven respondents were interviewed from each SPC. A total of 190 respondents (130 cooperative

leaders and 60 member farmers) was surveyed during the data collection process.

Data collection

Face-to-face interviews based on structured questionnaires were used for data collection which is an
appropriate technique in rural areas with poor infrastructure, little access to electronic media and
low-literate levels of respondents (e.g. Ingenbleek et al., 2013). Prior to data collection each SPC was
contacted both in person and via telephone to be briefed about the objective of the study and to
make an appointment. Interviews were conducted in the office of the cooperative, at respondents’

home, or in the farm field at a convenient time for the respondents. Questions were scaled on a five-
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point Likert scale ranging from 1 to 5 (1 as strongly disagree, 2 as disagree, 3 as uncertain/neutral, 4
as agree, and 5 as strongly agree). Five sticks of increasing sizes, representing the five-point Likert
scale, were used for convenience. The shortest stick represented a value of 1, and the tallest stick
represented a value of 5. (see Adékambi, 2013; Ingenbleek et al., 2013). Before commencing
interviews each respondent practiced with trial questions (i.e. which were not included in the main
questionnaire) in order to ensure their understanding of the use of the five-point Likert scale. Before
the beginning of each interview, respondents were briefed about the purpose of the study and the
importance of their participation. Respondents were assured of their anonymity and of the

confidentially of their information.

Pre-study

The pre-study was conducted to identify performance measures for this specific context. For this
purpose, we considered four performance criteria: customer satisfaction, financial performance,
member satisfaction, and livelihood performance. We adopted the first two performance measures
from the marketing literature and the latter two performance measures based on the current
practices of Ethiopian SPCs. Financial performance and customer satisfaction are the two most
prominent business performance measures in marketing studies (e.g. Boohene et al., 2012; Hilal &
Mubarak, 2014). Member satisfaction and livelihood performance are associated with cooperative
business objectives in the D&E economies. We first generated a pool of items both from the
literature and the current SPCs’ practices that were purported to tap these performance criteria.
Experienced agricultural and marketing experts were consulted to give their comments and
suggestions on the list of items. The resulting questionnaire was pre-tested with six respondents
using face-to-face interview. Based on experts’ suggestions and the pilot test, items that were
confusing, ambiguous, difficult to understand, and irrelevant for the context were reduced. Thus 22

performance indicators were remained for further analysis (Appendix 5.1).

The collected data were used to assess internal consistency of the items and to explore their validity.
Exploratory factor analysis in combination with Cronbach’s alpha (Churchill, 1979) was used to assess
the structure behind the 22 initial items. Prior to exploratory factor analysis, the suitability of the
data was checked using KMO statistics (i.e. above 0.5), the correlation matrix (above 0.3), and the
scree plot for appropriate factor extraction (i.e. the point where the slope of the curve is clearly
levelling off) (Hutcheson & Sofroniou, 1999). Items that reduced the reliability of the measure, and
items with low item-total correlations (below 0.3) were dropped from the scales before further

analysis. Confirmatory factor analysis was then used to confirm the dimensions of performance.
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Results show that the Bartlett Test of Sphericity is significant (0.000) indicating that the correlations
between variables are significantly different from zero. KMO is 0.792 which is good (Hutcheson &
Sofroniou, 1999) and indicates that the sample is adequate for factor analysis. The inter-item
correlations were above the recommended level (0.3). The result of the factor analysis was a
parsimonious and interpretable solution containing 11 items and three factors (i.e. customer
satisfaction, financial performance, and livelihood performance) (Table 5.1). These include four items
for customer satisfaction, four for financial performance, and three for livelihood performance.
During analysis, items supposed to reflect members’ satisfaction did not perform well. The proposed
items had shown low factor loadings and cross-loadings on different components. Hence, they were

dropped before further analysis (Kline, 2005; Stevens, 2002)

Table 5.1: Construct items and loadings using rotated component matrix

Variables Factor 1 (financial Factor 2 (customer Factor 3 (livelihood
performance) satisfaction) performance)

FP1 0.697

FP2 0.717

FP3 0.853

FP4 0.840

Cs1 0.628

CS2 0.727

cs4 0.670

CS5 0.680

LIV3 0.758

LIV4 0.735

LIVS 0.737

Note: FP-financial performance; CS-customer satisfaction; LIV-livelihood performance

The next step of the analysis was to confirm the multidimensionality of the performance construct.
We compared a multidimensional model with three first-order freely correlated dimensions
(customer satisfaction, financial performance, and livelihood performance) with a unidimensional
model having all items loading onto a single construct. Then, we explored two alternatives of second-
order dimensions to understand further the structure of the performance construct. The first model
consisted of one second-order performance construct, based on the three performance dimensions.

The second model consisted of one second-order business performance construct, based on
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customer satisfaction and financial performance and one first-order (livelihood performance)
construct. Multiple criteria such as chi-square, RMSEA, one of the fit indices (CFI, TLI, IFl, GFI) and
SRMR were used to evaluate fitness of the model (Fan et al., 1999; Hu & Bentler, 1999; Kline, 2005;
Matsunaga, 2010). Under most circumstances models with RSMEA below 0.08; SRMR below 0.1, and
CFl, GFI, TLI, IFl above 0.9 should be considered acceptable (Kline, 2005; Marsh et al., 2004). The
normed chi-square (NC), which is the chi-square index divided by the degrees of freedom, should be
less than 2 (Ullman, 2001). SPSS version 22 and R package Lavaan (Rosseel, 2012) were employed for
data analysis. Results show that the unidimensional model had a poor fit: X*=335.27 (df=44,
p<0.000), RMSEA=0.187, CFI=0.648, GFI=0.745, TLI=0.559 IFI=0.652, SRMR=0.125, and NC=7.62
which is far away from the recommended values. The multidimensional model and the two
alternative second order models had good fit (X’=78.51 (df=41, p<0.000), RMSEA=0.069, CFI=0.955,
GFI=0.933, TLI=0.939, IFI=0.955, SRMR=0.054, and NC=1.91). Since the second model has good fit
and theoretical and conceptual support from the literature, it is used as our measurement model for

performance (Figure 5.2).

Financial
performance

075

Business
performance

063

Customer i
satisfaction

Figure 5.2: Performance measurement model in the context of SPCs in Ethiopia

Main study
The main study assessed the relationship between market orientation components and the various

performance measures identified in pre-study. We made use of four multidimensional components
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of market orientation as identified in our previous study, represented through 18 items: five items
for customer orientation, four for competitor orientation, four for interfunctional coordination, and

five for supplier orientation (Appendix 5.2).

Market orientation-performance relationship

Correlations among performance measures and market orientation dimensions were computed to
determine criterion validity. Criterion validity is demonstrated when there is a relationship between
the predictors (i.e. market orientation components) and outcomes (i.e. performance measures).
Multiple regression analysis and structural equation modelling were used to assess and quantify the
potential effects of market orientation components on performance. We used multiple criteria such
as chi-square, RMSEA, fit indices (CFI, TLI, IFI, GFI), SRMR and NC to evaluate fit of the models (Fan et
al., 1999; Hu & Bentler, 1999; Kline, 2005; Matsunaga, 2010).

Mediating role of business performance

The mediating effect of business performance on the relationship between market orientation
components and the livelihood performance was tested based on the procedure suggested by Baron
and Kenny (1986). This procedure includes four criteria to illustrate mediation. First, there should be
an effect of the predictor on the outcome variable. Second, there should be a significant relationship
between the predictor variable and the mediator. Third, there is a significant relation between the
mediator variable and the outcome variable. In the fourth step, if the predictor is no longer
significant when the mediator is controlled for, then there is full mediation. If the effect of the
predictor variable is reduced but still significant, the findings support partial mediation. The effect
size of the mediation was also analyzed using Kappa-squared (k?) suggested by Preacher & Kelley
(2011) and Hayes (2013). k* was used to determine the effect size, which expresses the indirect
effect as a ratio to the maximum possible indirect effect. k? can be equated to the values used for R*:
a small effect is 0.01, a medium effect is around 0.09, and a large effect is in the region of 0.25

(Preacher & Kelley, 2011). SPSS software and R package Lavaan were used to analyze the data.

5.4 Results

Correlations between market orientation components and performance measures

Table 5.2 shows the Pearson correlations between market orientation components and performance
measures. Results confirm that the four components of market orientation have positive and
significant correlations to both financial performance, customer satisfaction, business performance,
and livelihood performance. The correlation values range from 0.2 to 0.56. The highest correlations

were observed between customer orientation and customer satisfaction (r=0.56), and between
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customer orientation and business performance (r=0.55); whereas, the lowest were observed
between supplier orientation and financial performance (r=0.22), and competitor orientation and
livelihood performance (r=0.2). These correlations illustrate the criterion validity of our measures for
market orientation and performance. The relationships among performance measures are also

positive and significant.

Table 5.2: Correlations between market orientation components and performance measures

1 2 3 4 5 6 7 8
Customer orientation(1) 1 0.35*%* 0.28** 0.24** 0.37** 0.56** 0.55*%* 0.27**
Competitor orientation(2) 1 0.34** -0.01 0.33*%*  (0.22%* (0.34*%* (Q.2**
Interfunctional coordination(3) 1 0.17*  0.38** 0.27** 0.4**  0.37**
Supplier orientation(4) 1 0.2*%*  0.31** 0.3**  0.3**
Financial performance(5) 1 0.37** 0.87** 0.41**
Customer satisfaction(6) 1 0.79%* 0.3*%*
Business performance(7) 1 0.44%*
Livelihood performance(8) 1

** *coefficient is significant at the 0.01 and 0.05 levels, respectively

Effects of market orientation components on performance measures

The effects of the four components of market orientation on the performance of SPCs were
examined using multiple regression analyses (see Table 5.3). The results indicate the significant and
positive influence of customer orientation (b=0.407, p<0.001), interfunctional coordination (b=0.214,
p<0.001), and supplier orientation (b=0.170, p<0.001) on business performance (customer
satisfaction and financial performance). This finding partially supports H1, namely that customer
orientation, interfunctional coordination, and supplier orientation positively influence business
performance. However, the relationship between competitor orientation and business performance
is not confirmed (b=0.125, p>0.05). Concerning livelihood performance, only interfunctional
coordination (b=0.281, p<0.001) and supplier orientation (b=0.226, p<0.01) have a positive and
significant effect on livelihood performance. Both customer orientation (b=0.116, p=0.113) and
competitor orientation (b=0.064, p=0.380) do not have a significant direct influence on livelihood

performance. These findings also partially support H2b.

The role of business performance
The results reveal a positive and significant effect of business performance on the livelihood

performance of member farmers (b=0.288, p<0.01). This fully supports H2a, and indicates potential
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mediating role for business performance in the relationship between market orientation components
and livelihood performance. Results (Table 5.3) confirm a partial mediation effect. The direct effects
of interfunctional coordination and supplier orientation on livelihood performance becomes weaker
when business performance is included in the regression (Beta coefficient reduced from 0.281 to
0.219 for interfunctional coordination and from 0.226 to 0.178 for supplier orientation). Business
performance hence partially mediates the effect of interfunctional coordination and supplier
orientation on livelihood performance. The indirect effect of customer orientation on livelihood

performance was explained through the effect of business performance.

Moreover, the effect sizes of the mediation analysis show that there was a significant indirect effect
of interfunctional coordination on livelihood performance through business performance, (b=0.1953,
p<0.001). Similarly, k’=0.1352, 95% CI (0.0794, 0.2115). This indicates that the indirect effect of
interfunctional coordination is about 13.52% of the maximum value that it could have been. There is
also a significant indirect effect of supplier orientation on livelihood performance through business
performance, (b=0.1605, p<0.05). k’=0.1158, 95% Cl (0.0569, 0.1777). The result shows that the
indirect effect of supplier orientation accounts about 11.58% of the maximum value that it could
have been. Both interfunctional coordination and supplier orientation have medium indirect effect
on the livelihood performance via business performance. Results on the relationship between market
orientation components and performance measures were also confirmed using structural equation
modelling (Figure 5.3). The overall fit of the model was good (X°=569.29 (df=362, p<0.000),
RMSEA=0.055, GFI=0.986, IFI=0.9, SRMR=0.068 and NC=1.57).

Table 5.3: Results of multiple regressions and mediating role of business performance

Business Livelihood Livelihood performance mediated

performance performance by business performance

Customer orientation 0.407** 0.116™ 0.002™
Competitor orientation 0.125™ 0.064™ 0.028™
Interfunctional coordination 0.214%* 0.281%** 0.219**
Supplier orientation 0.170** 0.226** 0.178%**
Business performance - - 0.288%**
F(P-value) 31.02** 12.78** 13.35%*
Multiple R 0.63 0.47 0.52
Adjusted R’ 0.38 0.22 0.25

**p<0.01; "™ non-significant
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Figure 5.3: Structural equation modelling results

5.5 Conclusion

The present study contributes to the literature on market orientation. The study confirms that
market orientation components have a positive influence on the performance of small agricultural
marketing cooperatives in D&E economies. Business performance is positively influenced by
customer orientation, interfunctional coordination, and supplier orientation. However, competitor
orientation does not influence performance, which supports previous findings that questioned the
added value of competitor orientation in explaining performance in D&E economies. Interfunctional

coordination and supplier orientation also directly influence livelihood performance.

The study concludes that business performance of SPCs forms a basis for livelihood improvement of
seed producer families. Business performance is mediating the relation between market orientation

components and livelihood performance. This study, in particular, suggests that while business
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performance has a positive significant impact on livelihood performance, customer orientation has
no direct significant impact on livelihood performance. Instead, there is an indirect relationship
between customer orientation and livelihood performance, which is mediated by business

performance.

Both interfunctional coordination and supplier orientation influence the livelihood of member
farmers directly and indirectly via business performance. Moreover, supplier orientation is an
important part of market orientation in agricultural marketing cooperatives of D&E economies,
because it has a particular contribution to both business performance and livelihood performance.
The study concludes that market orientation of SPCs is very important for business performance and
a strong basis for the livelihood of seed producer families. SPCs can improve their performance and
the livelihood of member-farmer families by implementing a market orientation, emphasising

customer orientation, interfunctional coordination, and supplier orientation.

5.6 Discussion

Our findings are in line with and further substantiate the previous studies that also support the
strong theoretical assumption that customer orientation positively influences firm performance (e.g.
Cano et al., 2004; Kirca et al., 2005). Customer orientation is the key factor for superior business
performance, also in D&E economies. A market-oriented cooperative can enhance its product quality
to boost customer satisfaction. Satisfied customers spend more and become more loyal to the firm,
which increases sales and market share and eventually improves performance. This implies that
irrespective of economic development (i.e. developed versus D&E economies), establishing a
customer-oriented culture contributes to superior performance of the business. Moreover, the
positive effect of customer orientation and interfunctional coordination on business performance
provides partial support for the market orientation-performance model proposed by Narver & Slater

(1990).

Our findings do not support the positive effect of competitor orientation neither for business
performance nor for livelihood performance. This finding deviates from the common literature that
confirms the contribution of competitor orientation to performance (e.g. Boohene et al., 2012;
Hilman & Kaliappen, 2014; Hussain et al., 2015). The non-significant contribution of competitor
orientation on the business performance may be attributable to the less consideration towards
competitors’ activities and the limited capacity of SPCs in the seed market. The most likely
explanation for this is extracted from a qualitative study on the market orientation practices of SPCs

in Ethiopia. For most of the SPCs, discussing about and responding to competitive actions is not
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considered a priority. The understanding of SPCs about competitor orientation is minimal and in
some cases SPCs do not consider the effect of competition on the success of their business.
Moreover, many SPCs choose to operate in niche markets that are not served by large seed
companies. Other SPCs prefer to produce seed in contractual arrangement with big seed companies
to secure the present market and to reduce to some extent the external competition. All these
factors contribute to limited influence of competitor orientation on performance. Our finding is not
exceptional. Similar results are reported for other D&E contexts (e.g. Alizadeh et al., 2013; Gaur et

al., 2011; Ingenbleek et al., 2013).

The study found a positive effect of interfunctional coordination on livelihood performance of
member farmers. Interfunctional coordination within SPCs relies on the social network among
members and good cooperative management skills. Members of the cooperative are living in the
same county and there are many social connections and networks in place for exchange of
information and mutual communication. Member farmers exchange information with each other,
which helps them to make good decisions about when, how and to whom they should sell their
product. Sometimes farmers make a decision to sell their seed to other markets, particularly when
there is disagreement on price issues with contracting parties. In this regard, leaders play a crucial
role in the dissemination of market information within the cooperative. Sharing information and
communication are key aspects in the interfunctional coordination which contributes to superior

livelihood performance.

Results also confirm that business performance is a key factor for livelihood performance of member
families. Member farmers are able to get more benefit when their cooperative is profitable. Such
extra benefit materialises because the cooperative buys their seed for fair price and processes and
sells it to customers for attractive prices. In this process, members get dual benefits: by selling their
product for high prices and by dividends (Emana, 2009). Moreover, high business performance
encourages SPCs to engage in seed value-adding activities to create value for customers and earn

even higher profits, which eventually improve the income of member farmers.

Our findings indicate that while customer orientation had a strong and positive effect on business
performance, no significant direct link was found between customer orientation and livelihood
performance. A strong and positive relationship was noted between business performance and
livelihood performance. Considering the indirect route through business performance, customer

orientation influences livelihood performance.

135



An interesting finding is the crucial contribution of supplier orientation on livelihood performance.
Members are dependent on suppliers for key inputs and services. For high quality seed and grain
production, members need better agricultural technologies particularly basic seed. Members of SPCs
that have higher levels of integration with their potential suppliers in the supply chain have better
chances for success than members of less supplier-oriented SPCs (Frohlich & Westbrook, 2001).
When members access the required type and quality seed from suppliers, they can produce and
supply to the market large quantities of seed, and improve the grain production for family
consumption as well as local markets. The success of the livelihood improvement of member families
is largely determined by the availability of high quality basic seed, which can be accessed from
potential suppliers. Thus, in satisfy their members’ need and contribute for members’ livelihood
improvement cooperatives do not only have to manage their own resources and capabilities but are

also dependent on the resources and capabilities of suppliers (Kibbeling et al., 2013).

5.7 Implications

The findings of the present study have several managerial and academic implications. Concerning
managerial implications, the current study provides key issues for cooperative leaders, supporting
organizations, and policy makers. First, the findings confirm the importance of market orientation for
the SPCs to be successful. Market orientation improves a firm’s ability to continually satisfy its
customers in the face of changing market conditions and thereby increases firm performance.
Cooperative leaders (managers) need to develop a deep understanding of how to achieve superior
performance via market orientation. Second, the study also emphasises cooperatives’ need to
increase business performance, because it is a basis for the livelihood improvement of member
families. Third, this study also provides specific advice for management bodies of the cooperatives
and supporting organizations to focus on the key market orientation dimensions of customer
orientation, interfunctional coordination, and supplier orientation. This combination could help the

cooperatives to be truly successful in the seed market place.

From an academic point of view, the present study contributes to the body of market orientation
literature in various ways. This study provides evidence for applicability of the marketing concept in
the case of agricultural marketing cooperatives in D&E economies. Its findings contribute to the
deeper and broader understanding of the market orientation-performance relationship in the D&E
context. The effect of market orientation components on firm performance is applicable to
agricultural marketing cooperatives of D&E economies as much as it is to large companies in high-
income markets. Another contribution is the use of different performance measures to elaborate the

market orientation—performance relationship. This study used various subjective performance
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measures. It is advisable to use subjective measures when objective data are difficult to obtain from

or insufficiently reliable for firms in the D&E economies.

5.8 Limitations and future research

The present study is not without limitations. The first limitation is the context-specific nature of the
study. Its focus is limited to SPCs, and some of the results might be different from studies in other
types of firms. This may limit the generalizability of the study’s findings to other business contexts.
Therefore, replication of the study in other contexts would be necessary for the generalization of the
findings. This study used subjective performance measures. Although use of subjective measures is
common in marketing literature and similar results are obtained as with objective measures (Wall et
al., 2004), the results are less convincing due to self-reported measures. Future research may include
objective measures to complement subjective measures. Acknowledging the limitation of the study
for not considering the moderating factors on the relationship between market orientation and
performance and the key antecedents of market orientation, this study suggests that using key
moderating variables and antecedents of market orientation may provide additional insights and
further evidence for the generalizability of the findings. Our study is also cross-sectional, which
restricts our conclusions to those of association. Data collected across time periods using longitudinal
framework would strengthen the evidence. Finally, further research should also focus on
investigating the key marketing activities, which contribute most to the performance of SPCs, and

reveal the real differences among Ethiopian SPCs in implementing those key marketing activities.
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Appendix 5.1: A pool of scale items for measuring performance

Performance

Customer satisfaction (CS)

1. Our customers are getting (acquiring) the quality of the seed they want

2. We receive positive feedback from customers/buyers

3. Our customers/buyers advice their peers/families/ neighbors to buy seed from our SPC
4. Once buyers bought seed from our SPC, there is an intention to return

5. Customers repeatedly purchase the seed from our SPC

6. Our seed meets the expectations of customers/buyers

Financial performance (FP)

1. Our SPC is increasing its assets

2. Our SPC is increasing its market share (volume of seed sold)
3. Our SPC shows progressive in capital improvement

4. Our SPC increases its net profit

Member satisfaction (MS)

. Members of our SPC are satisfied with the basic seed access

. Members of our SPC are satisfied with the prices they receive

. My cooperative membership has resulted in increased profit

. Overall, | am satisfied with the results of my membership of the cooperative
. Members like to increase their stake in the SPC

. Members advice other farmers to become members of the SPC

N o o o AW

. Members volunteer to re-invest the money they get from the SPC

Livelihood performance (LIV)

1. Producing for and selling seed greatly supports our livelihood
2. We are able to send our kids to school (no school dropout)

3. Members’ family having sufficient food throughout the year
4. There is improvement in the quality of members’ house

5. Members having basic (necessary) household equipment
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Appendix 5.2: Market orientation construct items

Description

Customer orientation (CO)

1. We constantly monitor our level of commitment and orientation to serving customer’s needs

2. We measure customer satisfaction systematically and frequently

3. We assess feedback from our customers with the seed they bought from us (i.e informal
mechanisms)

4. Our cooperative leaders visit (field visit, informal mechanisms) customers

5. We freely communicate information about our successful and unsuccessful customer experiences

across all business functions

Competitor orientation (CMO)

1. We rapidly respond to competitive actions that threaten us

2. We target customers where we have an opportunity for competitive advantage

3. Our cooperative leaders are interested/concerned about what other seed producers are doing in
the market

4. Cooperative leaders and other committees share information within the SPC concerning other seed

producers

Interfunctional coordination (INF)

1. We share resources with each other

2. We all know the role and contribution of each member and committee for the success of the seed
business

3. We have inter-committee meetings at least once a month to discuss on seed business

4. Our cooperative leaders discuss customers’ (e.g. farmers, intermediaries, buying organizations)

need and preference

Supplier orientation (SO)

1. We feel that suppliers have been on our side

2. We work together with suppliers to be successful

3. We are patient with suppliers when they make mistakes that cause us trouble
4. We communicate with seed and other inputs suppliers

5. Our seed suppliers do have experts (to give support) about the seed they are supplying
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Abstract

The purpose of this paper is to identify the specific marketing activities that contribute most to the
performance improvement of seed producer cooperatives (SPCs) in Ethiopia. Data were collected
from 24 SPCs, a priori categorized as high versus low performing in the market. Both quantitative and
qualitative procedures were adopted to extract information from knowledgeable and experienced
experts using structured questionnaires. Results indicate that clear differences exist between
Ethiopian SPCs in their intensity and quality of execution of marketing activities, indicating that these
activities are managed and controlled by SPCs themselves. However, the similarity in patterns of
intensity and quality of execution of marketing activities shows that these effects cannot be
disentangled in the Ethiopian SPCs context. Ethiopian SPCs performed well on marketing activities
related to interfunctional coordination, but poorly on activities associated with competitor
orientation. Our findings suggest that SPCs are likely to perform better when they use a variety of
marketing activities including quality control of product (seed), product differentiation, managing
customer and supplier relationships, responding to customers and competitors, customer and
competitor assessment, leadership, integration of activities, and interconnections among
committees and members. Hence, to provide value to customers SPCs need to have resources and
the capabilities to coordinate these resources in order to execute marketing activities efficiently and
effectively. Government organizations, NGOs, and seed related projects could play an important role
in strengthening the capability of the SPCs to perform marketing activities.

Keywords: Intensity, marketing activities, quality, seed producer cooperatives

142



6.1 Introduction

The performance of any firm depends strongly on the specific activities that the firm implements
(Forman & Hunt, 2005; Hansen & Wernerfelt, 1989; Tvorik & McGivern, 1997). Internal behaviours
and the internal environment that influence the performance of firms are known as organizational
business performance factors (Scott-Young & Samson, 2008; Wood, 2006). They can be altered and
modified by the organization itself, such as adjustments to and adaptations in personnel capabilities,

physical facilities, the organizational structure, and changes in budget allocations.

For firms it is important to identify the specific activities that affect their performance (Appiah-Adu et
al., 2001; Scott-Young & Samson, 2008). This would help the firm to make appropriate decisions
about investments and budget allocations. Marketing research has identified a wide variety of
internal activities that influence firm performance (Mokhtar et al., 2009). There is, however, no
comprehensive and unequivocal list of internal activities, as these may be contingent on the type of

the business and the external environment (e.g. Appiah-Adu, 1998).

Marketing activities influence the success of the firm (Kumar et al., 2011). The purpose of marketing
activities is to align organizational efforts with customer needs and thus to offer better products and
services to customers. Empirical research reveals that there is a direct contribution of marketing
activities to firm performance (Bansal et al., 2001). Thus, selecting appropriate marketing activities is
crucial for increasing firm success. At the highest level of abstraction such marketing activities relate
to the concept of market orientation and reflect customer orientation, competitor orientation, and

interfunctional coordination (Kirca et al., 2005).

Dunn et al. (1986) have identified marketing activities related to product (planning, schedules,
service), sales (control, forecasts, training, recruiting), control (inventory, quality), relations
(customers, dealers, public), market research, pricing, advertising, warehousing, packaging, and
credit extension. Firms need to identify the specific marketing activities that influence their
performance, but this influence depends on the business strategy and the external context. As a
result different marketing activities have been identified in prior research as influential for firm
performance. In the context of new product development success, for instance, Cooper &
Kleinschmidt (1993) identified marketing activities such as market assessment (study), product and
customer tests, and technical assessment. Marketing activities such as product promotion, product
quality, employees’ training, pricing mechanisms, targeting strategy, and satisfied with skills levels

were used to explain small firm overall business performance in the UK (Wood, 2006).
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Whether and how firms implement marketing activities depends on the firms’ access to resources
and their capabilities to coordinate those resources. Thus, both resources and firm capabilities
influence firm performance (Nath et al., 2010; Yu et al., 2014). Firms use their own resources to
implement marketing activities aimed at improving their competitive position in the market, which in
turn enhances performance (Ketchen et al., 2007). Resources of a firm include both tangible (physical
assets) and intangible (non-physical assets) resources. Firm capabilities refer to what the firm does at
its core to effectively coordinate its resources. Firm capabilities enable the firm to coordinate, deploy
and take advantage of its resources in the implementation of its strategies (Dutta et al., 2005). The
firm’s capabilities may include the technological competences, skills and commitment of leadership,
organizational capabilities, and strong cooperation and relationships with partners and stakeholders
(Carmeli et al., 2010; Lin & Wu, 2012; Puni et al., 2014). Thus, identifying marketing activities that
contribute to firm performance is the first important step for firms, but identifying resources and
capabilities to implement those marketing activities effectively and efficiently is the second

important step.

Prior research on identifying marketing activities and their effect on firm performance is scarce and
has mostly focused on Investor-owned firms (IOFs) in developed economies (Morgan, 2012).
Moreover, there has been little conceptual development and systematic examination of how
researchers in marketing should measure the performance outcomes associated with marketing
activities (Katsikeas et al., 2016). Based on our examination of the literature, there has only been
scant scholarly consideration regarding marketing activities in D&E economies in general and
particularly for the small agricultural marketing cooperatives which are prevalent in such economies.
With their dual objectives of serving customers as well as their members, cooperatives could benefit
from insight into marketing activities that influence their performance, not only to gain more
benefits from commercialisation, but also to support the well-being of their members (Grwambi et

al.,, 2016).

To broaden our understanding of the influence of marketing activities on firm performance, this
study focuses on the specific context of Ethiopian seed producer cooperatives (SPCs) and the
marketing activities over which they have control. SPCs are business enterprises established by a
group of farmers with the aim to produce and market quality seed to local markets and beyond, and
to turn seed into a commercial product, so that it becomes a potential source of income and
livelihood improvement for members (Subedi & Borman, 2013). Previous studies in the context of

SPCs in Ethiopia revealed that there is a positive and significant contribution of market orientation
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components to both the performance of the cooperative as well as to the livelihood improvement of
its member farmers. SPCs that adopt a market orientation show better performance than SPCs that
do not. Market orientation is a business philosophy which is operationalized through effective
implementation of marketing activities reflected both by the intensity and quality of execution.
Intensity of execution explicitly refers to the frequency with which SPCs practice marketing activities
(‘do how often’), and quality of execution refers to the way in which SPCs implement marketing
activities (‘do how well’). Therefore, this paper has two objectives: to understand which marketing
activities improve most the performance of SPCs in Ethiopia; and to give practical and actionable
advice for SPCs in terms of which capabilities are required to implement marketing activities that

improve SPCs’ performance most.

The remainder of the paper is structured as follows. The paper discusses the relevant literature and
develops the conceptual framework, and subsequently presents the research methods and results.
This is followed by conclusions and discussion. Finally, the paper discusses the implications for SPCs,
policy makers and development-oriented organizations; and limitations of the study and ideas for

further research.

6.2 Literature review and conceptual framework

Organization business performance factors

Organizational business performance factors by definition influence firm performance (Hansen &
Wernerfelt, 1989; Wood, 2006), and are thus crucial to sustain a business (Appiah-Adu et al., 2001;
Forman & Hunt, 2005). Organizational business performance factors comprise of factors within the
firms (Scott-Young & Samson, 2008), which they can control and manage through their capabilities

and business decisions.

A wide variety of organizational business performance factors can influence firm performance
(Wood, 2006). These include effective management (Rahman, 2001; Yusof & Aspinwall, 2000),
human resource management (Jameson, 2000), strategy and firm experience (Ahmet, 1993;
Liargovas & Skandalis, 2010), and marketing strategy development (Morgan et al., 2003). These
organizational business performance factors are strengths if the firm performs them better and
weaknesses if the firm performs them worse than competitors. Thus, managing these factors is key

to continued success of the firm.
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Identifying organizational business performance factors

Not all organizational business performance factors contribute equally to firm success, depending on
the nature and objectives of the firm and its context. Organizational business performance factors
that are considered critical for firm performance are known as critical success factors (CSFs)
(Dadashzadeh, 1989). The concept of CSFs first appeared in the literature in the 1980s when there
was interest in why some organizations seemed to be more successful than others, and research

investigated the success components (Ingram et al., 2000).

Critical success factors are defined in different ways in the literature (Amberg et al., 2005). There are
two broad views on CSFs. The first is to consider CSFs as necessary conditions for the survival of the
firm. CSFs are “those things that must be done if a company is to be successful” (Freund, 1988).
Saraph et al. (1989) viewed CSFs as those critical areas of managerial planning and action that must
be practised in order to achieve effectiveness. Brotherton (2004a) considers CSFs to be combinations
of activities and processes that must be designed to achieve outcomes specified in the company’s
objectives or goals. Rockart (1979) explains CSFs as “the limited number of areas that, if they are
satisfactory, ensure successful competitive performance for the organization.” The second view is to
consider CSFs as conditions that significantly improve the performance of the firm. Pinto & Slevin
(1987) defined CSFs as “factors, which, if addressed, significantly improve performance.” When those
factors do not addressed properly, the performance of the organization will be less than defined. In
both views, as the name implies, CSFs are a limited number of factors that significantly influence the
performance of the firm (Selim, 2007). For the present study, from the perspective of SPCs in
Ethiopia, CSFs are viewed as those activities and practices that improve the performance of the firm,

which is in line with the second view.

As identified in the literature CSFs are highly diverse, including among many: effective business
strategies (e.g. Chen & Jermias, 2014), manpower and skills (e.g. Lin & Wu, 2012; Theodosiou et al.,
2012), and leadership quality (e.g. Carmeli et al., 2010). Business strategy can be described as a
company’s behaviour in the market, including policies, plans and procedures (Gemunden &
Heydebreck, 1995; Porter, 1980). It is generally assumed that a well-planned strategy helps in leading
a firm to success (Lynch et al., 2000). This holds also for marketing strategy which plays a central role
in winning and retaining customers, ensuring business growth and renewal, developing sustainable
competitive advantages, and driving financial performance (Srivastava et al., 1998). Manpower and
skills enable firms to make use of their resources in pursuing managerial objectives (Droge et al.,

1994). Leadership quality is expected to inspire, guide and energize employees, to set standards and
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mobilize people to make extraordinary things happen in firms, to overcome uncertainty, turn visions
into realities and move organizations forward (Kouzes & Posner, 2012). Leadership quality facilitates
organizing and integrating activities for firm performance (Campbell et al., 2009; Kouzes & Posner,

2012; Martin, 2007; Puni et al., 2014).

Most CSFs remain fairly constant over time, though they may change as the firm’s environment
changes (Bullen & Rockart, 1981). CSFs may change over time depending on how the firm adapts to
the external environment, including customers, competitors, suppliers, and regulators (Caralli, 2004).
Thus, CSFs need to be reviewed periodically. For example, new legislation for the hotel industry on
the privacy of customer information may result in a CSF like ‘customer information management’ for
all businesses in this industry. CSFs could also differ from firm to firm, and from manager to manager
(Caralli, 2004). There are many levels of management in a typical organization, each of which may
have vastly different operating environments. For example, executive-level managers may have CSF
such as managing strategic relationships with business partners; and line-level managers may have
CSF such as training employees (Caralli, 2004). Once a firm has identified its CSFs, it should properly
maintain and manage those factors to compete successfully in a particular industry (Leidecker &

Bruno, 1984).

Marketing activities and firm performance

Performance of firms is influenced by various marketing activities (Forman & Hunt, 2005). Marketing
activities facilitate firms to exploit opportunities and satisfy customer needs. Marketing activities
influence various performance measures such as customer acquisition, satisfaction, and retention,
and financial performance (e.g. revenue, profit) (Katsikeas et al., 2016; Kim & Ko, 2011). Firms can
recognize and exploit opportunities to more efficiently or effectively serve customer needs through
the implementation of marketing activities (Webb et al., 2010). The competitive environment of
modern day firms necessitates the successful implementation of marketing activities (Appiah-Adu et
al., 2001). Through efficient implementation of marketing activities, firms respond effectively to
changes in the needs of customers (Holcombe, 2003). Moreover, marketing activities build long-term

assets of firms such as brand equity (Rust et al., 2004).

Literature has identified marketing activities that increase performance (Scott-Young & Samson,
2008). The importance of marketing activities depends on the objectives, the strategy and the
implementation capabilities of the firm (Mokhtar et al., 2009). Those marketing activities that

significantly contribute to firm performance should receive high priority (Kumar et al., 2011).
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Identifying marketing activities as CSFs is crucial for marketers to obtain budget for their
implementation (Morgan, 2012). Research in marketing has increasingly focused on building
knowledge about how firms’ marketing activities contribute to performance outcomes. In the
context of small firms in the US, Dunn et al. (1986) identified key marketing activities. These activities
relate to product (planning, schedules, service), sales (general sales, control, forecast, training,
recruiting), control (inventory, quality), relations (customers, dealers, public), market research,
pricing, advertising, warehousing, packaging, and credit extension. Siu (2009) explored to what
extent internet-based and traditional small firms in Taiwan differ in the execution of these marketing
activities (Dunn, 1986). He found that both internet-based and traditional small firms focus on sales,
product planning, and customer relationships. However, traditional firms emphasize quality control,
while their internet-based counterparts focus more on dealer relationships and sales forecasts. This
demonstrates similarities and differences of marketing activities as CSFs across firm types. Cooper &
Kleinschmidt (1993) considered market assessment (study), product and customer tests, and
technical assessment as CSFs for new product development success. Marketing activities such as
targeting strategy, quality product, employees training, pricing mechanisms, and product promotion

were used to explain small firms overall business performance in the UK (Wood, 2006).

Market orientation and marketing activities

Literature presents strong evidence for the positive contribution of market orientation to firm
performance (Cano et al., 2004; Kirca et al., 2005). Market orientation provides a business with a
better understanding of its customers, competitors, and environment, which subsequently leads to
superior performance (Kirca et al., 2005). Market orientation urges employees to develop and exploit
market information to create and maintain superior customer value (Narver & Slater, 1990). In this
study, we view market orientation as the extent to which culture is devoted to meeting customers’
needs and outperforming competitors (Narver & Slater, 1990). Market-oriented firms implement
marketing activities to achieve their objectives (e.g. satisfaction of their customers). Market
orientation influences performance through effective implementation of marketing activities (Hult et
al., 2005). Han et al. (1998) explained that market orientation remains incomplete if it is not
understood through which activities a market-oriented culture is transformed into superior value for

customers.

Market-oriented culture of a firm embodies values and beliefs that guide organizational activities
that enhance performance (Langerak et al., 2004), and provides a unifying focus for the efforts and

projects of individuals and departments within organizations (Baker & Sinkula, 1999a). Market
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orientation culture motivates and inspires the implementation of various marketing activities, which
eventually influences firm performance (Atuahene-Gima 1996; Gatignon & Xuereb, 1997; Jorge et al.,

2012; Langerak et al., 2004; Moorman, 1995).

The influential body of literature in the field of strategic management emphasizes the importance of
firm resources and their implications for firm performance, which is a basis for the resource-based
view (RBV). Firm resources include both tangible (physical) assets (e.g. machines, buildings, labor)
and non-tangible (non-physical) assets (e.g. information, knowledge, reputation) (Teece et al., 1997).
RBV deals with how a firm’s resources influence performance (Hult et al., 2005). Firms need to access
resources to implement marketing activities and increase positional advantage, which in turn
enhances performance (Ketchen et al., 2007). RBV suggests that a firm has a foundation for a
sustained competitive advantage if its resources provide value to customers, are superior to those of
competitors, and are difficult to imitate or substitute (Barney, 1991). However, RBV is criticized as it
lacks to explain how resources are developed and deployed to achieve competitive advantage, and it
does not consider the impact of dynamic market environments (Lengnick-Hall & Wolff, 1999; Priem &

Bulter, 2001).

To address these limitations, the dynamic capabilities view (DCV) is proposed (Newbert, 2007).
Scholars of the DCV extend RBV to examine the influence of dynamic markets (Helfat & Peteraf,
2003). According to Teece et al. (1997), dynamic capability is defined as “the firm’s ability to
integrate, build and reconfigure internal and external competences to address rapidly changing
environments.” The DCV posits that since marketplaces are dynamic, what explains interfirm
performance variance over time is the capabilities by which firms’ resources are acquired and
deployed in ways that match the firm’s market environment (Eisenhardt & Martin, 2000; Makadok,
2001). The dynamic capabilities of the firm should be better than its counterparts to perform well in
the market place (Bingham et al., 2007). Teece et al. (1997) describe that capabilities are dynamic
when they enable the firm to implement new strategies to reflect changing market conditions by
combining and transforming available resources in new and different ways. Based on RBV and DCV,
our argument is that marketing activities require resources and capabilities if its value to the firm is
to be fully realized (Dutta et al., 2005; Morgan et al., 2009). Prior studies integrate RBV of the firm
and the DC perspective with marketing theory (Bharadwaj et al., 1993). Not all firms are able to
generate and sustain competitive advantage by implementing a market orientation (Day, 1994; Hunt
& Morgan, 1995). Those market-oriented firms that enable the use of their resources effectively and

efficiently could implement marketing activities, which eventually provide greater improvement for
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firm performance. Market orientation, in isolation, is unlikely to qualify as dynamic capability; it
needs to be complemented by other internal resources that will lift its competitive value (Menguc &
Auh, 2006; Moorman & Slotegraaf, 1999). Market orientation encourages firms to use their
capabilities to coordinate resources (e.g. employees) in order to better serve customers (Hult et al.,
2005). To perform marketing activities effectively and efficiently firms need resources and

capabilities to coordinate those resources.

Conceptual framework

Literature reveals that market orientation inspires the execution of various marketing activities (e.g.
Jorge et al., 2012) facilitated by the firm’s resources and capabilities (Menguc & Auh, 2006). The way
how firms execute these marketing activities affects performance. This is governed by the level of
intensity and quality of execution of the marketing activities. The intensity of execution refers to
what degree the firms are practicing marketing activities (i.e. frequency); whereas the quality of
execution refers to the way in which firms are practicing marketing activities (i.e. how good they do

it). Higher execution of intensity and quality could lead to higher firm performance.

There is a positive association between market orientation components and performance in the
Ethiopian SPCs context. The present study augments this work by identifying the specific marketing
activities that drive firm performance. The performance of SPCs is influenced by the effective and
efficient execution of marketing activities both in terms of intensity and quality. The effective
execution of marketing activities requires resources and capabilities. Market orientation in the
Ethiopian SPCs context comprises customer orientation, competitor orientation, interfunctional
coordination, and supplier orientation. Performance includes customer satisfaction, financial
performance, and members’ livelihood performance. In Figure 6.1, we show a conceptual framework
relating market orientation, and the intensity and quality of execution of marketing activities, to
outcomes. The expectation of this relationship is that market orientation stimulates SPCs to execute
key marketing activities (both in terms of intensity and quality), and the effective execution of these

activities eventually influences performance.
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Market orientation Marketing activities Outcomes

Customer orientation

Competitor orientation _ Customer satisfaction
Interfunctional ,| Intensity of Quality of Financial performance
coordination execution execution Livelihood performance

Supplier orientation

Figure 6.1: Conceptual framework

6.3 Methods

Seed producer cooperatives categorization

Data were collected from 24 SPCs in Ethiopia. These SPCs were selected based on the assessment of
the market orientation-performance relationship in previous research and profiled in terms of self-
rated level of marketing orientation and performance. Based on these self-assessments, SPCs were
priori classified into two distinct groups: (1) high market orientation and high performance (11 SPCs)
i.e. high performing SPCs; and (2) low market orientation and low performance (13 SPCs) i.e. low
performing SPCs. Classification was based on the median scores for market orientation and overall

performance.

Sample selection

Data were obtained from experts, selected on the basis of their experience with and knowledge of
the marketing activities and performance of the 24 SPCs included in the study. We identified experts
that are experienced with seed business in Ethiopia and have an in-depth understanding on the SPCs.
Experts included three university instructors who have many years of teaching and research
experience and participated in seed projects to support SPCs, 13 project officers (from seed business
projects and NGOs) who are among the best experts in sustainable seed business development of
SPCs in Ethiopia, and three experienced local experts closely working with SPCs. Of the 19 experts
involved, sixteen hold an MSc degree and three a BSc degree in the field of agribusiness, cooperative

marketing, economics or seed sciences.
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Procedure

Experts were contacted in person and by telephone, and asked to participate in the research. Those
that agreed were further briefed about the objective of the research, the reason why they were
selected to participate in the study, and reassured about the anonymity of their responses. Then, the
questionnaires were handed over to the experts either during face-to-face contact or via mail. To
ensure timely completion, help and reminders were given via regular telephone communication.
Experts were identified from different organizations that are working with SPCs. Experts evaluated a
specific SPC only when they were familiar with its marketing activities and performance. As a result
each SPC was evaluated by one to four experts, and mostly by two experts. A total of 52

questionnaires across the 24 SPCs was obtained.

Measures

Marketing activities

Specific marketing activities were identified that relate to the market orientation of SPCs. Prior
research reported that supplier orientation next to customer orientation, competitor orientation,
and interfunctional coordination are defining factors of market orientation practices among
Ethiopian SPCs. Initially, a gross list of marketing activities was identified based on literature review
and SPCs’ experience. Marketing activities that were identified from literature ranged from activities
limited to the specific firm (e.g. in-house product testing) to activities that are broadly applicable to
most firms (e.g. quality control). Further, a number of specific marketing activities were considered
that the Ethiopian SPCs are practicing based on the previous study. Experienced experts were
consulted to comment on the proposed list of marketing activities taken from the literature and local
practices. A series of consultations with experts helped to identify and remove those marketing
activities that could not sufficiently represent the SPCs context (e.g. market research) and that were
found redundant and having similar meaning. As a result, the process identified 15 marketing
activities potentially related to performance of the SPCs in Ethiopia, and these were categorized
under the four components of market orientation. Customer orientation included five marketing
activities, namely (1) quality control of product (seed), (2) collection of information on customer
needs, (3) assessment (verification) of customers’ satisfaction, (4) responsiveness to customer needs
and complaints (volume, diversification), and (5) direct customer visits to maintain customer
relations. Competitor orientation comprised three marketing activities, namely (1) differentiation of
product from competitors, (2) collection of information on competitors’ activities, and (3)
responsiveness to competitive actions (pricing). Interfunctional coordination included five marketing

activities, namely (1) their leaders motivating committees and members, (2) committees’
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communication and integration, (3) sharing of information within the cooperative, (4) their leaders
integrating activities, and (5) inter-committee discussion on market trends and developments.
Supplier orientation involved two marketing activities, namely (1) meeting with suppliers for
opportunities (approach suppliers), and (2) maintaining relationships with suppliers (supplier

relations).

For all 15 marketing activities experts rated the intensity and quality of execution. Intensity of
execution of marketing activities was defined as the frequency with which an SPC practices the
marketing activity and was rated on a five-point Likert scale with scale points rated as never, seldom,
sometimes, often and constantly. Quality of execution of marketing activities was defined as the way
in which an SPC implements the marketing activity, measured on a five-point Likert scale with scale

points rated as poor, fair, satisfactory, good and excellent.

After rating the marketing activities on their intensity and quality of execution, experts were asked in
open response format to elaborate on their ratings by explaining the current practices of the specific
SPCs. Experts described the behaviours of the SPCs for each of the marketing activities. Moreover,
they were asked to suggest areas of improvement that the SPCs should consider in order to improve
their performance. The qualitative data were aggregated into the four components of market

orientation.

Performance

Expert ratings of SPC performance were collected to validate the a priori classification on self-rated
performance. Performance was measured on 11 performance indicators categorized under three
dimensions based on previous research: customer satisfaction, financial performance, and members’
livelihood performance. Customer satisfaction was measured with four indicators (1) customers
getting (acquiring) the quality seed they want, (2) receiving positive feedback from customers, (3)
customers’ intention to buy the seed from the firm, and (4) customers repeat purchasing the seed.
Financial performance included four indicators, namely (1) the firm increasing its assets, (2) the firm
increasing its market share, (3) the firm shows progress in capital improvement, and (4) the firm
increasing its net profit. Members’ livelihood performance was measured with three indicators,
namely (1) members’ family having sufficient food throughout the year, (2) improvement in the
quality of members’ house, and (3) members having basic (necessary) household equipment. The
performance measures were assessed on a five-point Likert scale with scale points rated as strongly

disagree, disagree, neutral/uncertain, agree and strongly agree.
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Data analysis

Quantitative and qualitative procedures were employed in data analysis. Repeated measures analysis
of variance was used to assess the association between the intensity and quality of execution of the
marketing activities among high and low performing SPCs. Analysis of variance was also used to
assess the difference between high and low performing groups for implementation of marketing
activities. Comparisons between the high and low performing groups were based on two sample t-
tests. Expert-based performance measures for the two groups were similarly compared between the
two groups by means of two sample t-test. To complement the quantitative analysis, qualitative
experts’ jud