







Management Case*

Dinapeth Co-operative Consumer Store - Organising a Store

----------------------------------------------------------------------------------------------------

The small community of 'Dinapeth', population 1100, was confronted with a dilemma when the Dinapeth's only grocery store closed in October 2006.  With the Store's closure, the Community was left without local access to basic goods.  The nearest Store was 6 Kms away -  a very difficult commute for senior citizens with limited mobility and transportation options.  The need for a full-service grocery store in Dinapeth was urgent.  In addition to convenience, residents wanted to patronize a locally armed store and to invest their money in their own community, rather than in nearby areas.


The Municipal Corporation owned the 7200 Sq.ft. building that had housed the closed grocery shop.  While other businesses were interested in renting the building, the Corporator of Dinapeth felt it was important that it remains a grocery store.  And sure the Store's closure had been caused by personal reasons, not a lack of business, the prospects of a successful store at the site seemed good.


Concerned citizens began looking for a new proprietor for the Store.  They approached a community member who had experience in grocery business, but he declined citing the large financial risk involved with running the store alone.  Several citizens realised that if they 
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Created a Co-operative, the whole community would share the financial risk.  They approach the same community member again, asking if he would be interested in managing a cooperatively owned store.  He was excited about the idea.  They formed an official planning group and began formal steps to organise the co-operative, naming it Dinapeth Co-operative Consumer Stores (DCCS).  They elected a board of directors and the first shares were sold to members on Jan 1, 2007.


Mr. Ram Shankar, DCCS's treasurer said, "During the initial phases of the development of the Co-operative, we were lucky to have a good Manager and diversified board with familiarity with grocery, business and finances.  We worked well together and had a common goal.  We also had different talents and if we made a mistake we admitted it.  We also addressed Community Concerns, dispelling rumours that got started about the co-operative as soon as possible."


Initially, some community members were worried that co-operative would be an exclusive store and may carry just a limited line of products.  Others had heard that food crops carried only organic or natural foods.  Many people wanted assurance that the co-operative would supply full line groceries, just as the old store had.  The board addressed these issues directly and made it clear that as a member owned store, the co-operative would be guided by its members and consumers.  They stressed that co-operative would be a full fledged grocery serving Store and also serve the needs of its members and the entire population of the area to the extent possible.


Getting the word out about the Store was not difficult.  People began to hear about the Store quickly and local news papers, radio stations, some public interest groups were soon calling the organisers for more information.  Members set up a booth at a local festival fete and talked with visitors about the co-operative and its mission.


The organisers worked on logistics through out the following year.  They consulted with Co-operative Department Specialist and worked with wholesalers and distributors on start up details.  In May 1999 with money obtained through a loan, the co-operative hired a General Manager, who coordinated the details of selecting products, acquiring equipments and making repairs to the facilities in preparation for opening the store.  


Funding for the Co-operative was secured from a variety of sources.  Members share contribution, deposits generated Rs.7.50 lakhs.  This amount enabled the co-operative to obtain Rs.30 lakhs loan from a co-operative bank.  In total, the cost to get the store started and open was Rs.45 lakhs.


Dinapeth Co-operative Consumer Store opened its store on November 6, 2007.  About a year later, the co-operative membership stands at 508 households, each investing Rs.2500 in membership shares.  The co-operative continues to be a community effort with all members and shoppers committed to making it a success and to keeping a full service grocery store alive.  The monthly sale of the store averaged between Rs.55 lakhs to Rs.75 lakhs.  

Dinapeth Co-operative Consumer Stores - at a glance

Date of first Co-operative Meeting


Jan, 2007

No. of initial Organisers




15

Date of Registration




Feb.2007
Total area






7200 Sq.ft/









5200 Sq.ft (retail)

Membership





508

Date of starting business



November 6, 2007
Average sales per month




Rs.60 lakhs

No. of paid staff





15

Sales per month (projected)



Rs.1 crore  

Questions

1. Why the community conceived the place to start the consumer co-operative stores?

2. What steps have been taken in organisation of the Store?

3. How can the Store achieve the projected target of sales?



Management Case

Nirala Nagar Co-operative Market - an experience to share

________________________________________________________________________

A food store operated in Nirala Nagar for 25 years, also providing financial support for a local non-profit association.  The owner claimed the store was a co-operative because the non-profit association has a board of directors and the food store had working members who received a discount in exchange for their labour.  However, the food store had no membership structure and shoppers had no way to join or vote in matters about the store.  In fact, a single owner made all decisions regarding the store's operations.  In reality, the Store was not a co-operative.  


In October 1997, the owner decided to put the store up for sale.   Four department Managers saw an opportunity to convert the store into a true co-operative and began negotiations with the owner.  They raised Rs.70 lakhs from new members, who were willing to invest Rs.5000 towards buying share.  While the organisers allowed members to purchase as many share as they wished but limited their voting to one man one vote.  In July 1998, the group incorporated as the Nirala Nagar Co-operative Market (NNCM).


After one year of negotiations with the co-operative; the owner of the food store decided not to sell the Store.  Employees arrived at work ----------------------

· Management Case prepared by Shri Paramjit Sharma, Associate Professor, VAMNICOM, Pune

· Case has been adopted from a real situation for the classroom discussion

one day to discover that he had changed the locks and hired a new General Manager.  The four Managers who were organising NNCM quit immediately.  As word got around the city, the co-operative was not going to be able to buy the Store, workers resigned from their jobs with the food store and joined the efforts to organise NNCM.  Six months later in March 1999, the food store went out of business.  


In the mean time, shortly after the Manager quit, NNCM organisers hired a small store front to house the co-operative operations.  Raghavan, a co-founder of NNCM and President of the Board of Directors said, "The office was a true life saver for the co-operative.  Working together to participate in the club kept the momentum going among the members and provided us with a convenient and familiar meeting space".  After 16 months the co-operative further generated Rs.5 lakhs, which contributed to the Co-operative's financing base.  Other contributions gave the co-operative a total of Rs.80 lakhs for start up costs.


In December 1999, the co-operative rented a 5600 sq.ft renovated warehouse space and hired a Project Manager.  The space needed a lot of additional work and renovations proved to be costly and time consuming.  Luckily, members donated many specialised jobs, such as carpentry, electrical works and architectural work.  The co-operative was able to purchase used equipments and the Store's initial inventory was provided free by  the distributors.  


Nirala Nagar Co-operative Market opened in early April 2000.  The group was able to open the store without taking any debt, but this meant that the co-operative had no financial cushion.  Raghavan realised that new co-operatives need to have cash ready for operational and marketing costs for a certain period of time after opening day.  As he said, "We over looked the costs for marketing and found out the hard way that it is just as important as other steps.  You have to remember to figure in the cost to get people there.  From our experience, placing small ads in newspaper just did not cut it." 


Once NNCM leaders realised their oversight in not budgeting for marketing, they found a creative way to get the word out inexpensively.  They printed post cards on bright coloured card stock with a map to the co-operative on one side and details about the store on the other side.  They kept piles of the cards at cash registers and asked members to distribute them in their neighbourhoods and mail them to friends.  They also placed the cards in the entry ways of other stores and handed them out at a local mela.  They distributed 5000 cards in seven months.  In Raghavan's words, "The cards are the most effective and cheapest marketing tool we've used."  Later NNCM secured a credit limit from a local bank.  It also invested in other forms of advertising and conduct a door to door new members campaign.


The co-operative has also formed a partnership with a local marketing society, which delivers produce to its members from a warehouse behind the Store.  The board had initial concern about marketing society linking produce business from the co-operative, but in the end the partnership has proved to be mutually beneficial.


Another lesson learned was the importance of comparison shopping at local stores in the beginning of each month.  As Raghavan says, "It is extremely important to make sure that your prices are comparable or even a bit lower than other Stores".  That first impression is a lasting one to grocery shoppers.

Nirala Nagar Co-operative Market - at a glance

Date of first Co-operative Meeting

-
October 1997

No.of initial organisers



-
4

Date of incorporation



-
July 1998

Size of the Store




-
5600 sq.ft/5000 sq.ft









retail

Store opened




-
April 3, 2000

Current Membership



-
560

Average sales per month



-
1 crore

Number of paid staff



-
12

Questions for discussion

1. The officials of the privately owned Store decided to organise it into a co-operative?  Did you experience similar situation's ever?

2. In your opinion, how do you place collective effort better than the individual effort to run an enterprise.

3. What co-operative values have been practiced by the members of the co-operative store and how do these values help in strengthening the culture of an institution?

4. What sales promotion methods do you advocate for co-operatives?

5. Do you propose co-operation among co-operatives?  What are the mutual benefits of applying this co-operative principle?
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