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The Role of Co-operatives in the Competitiveness 
of the Horticultural Sector  

Emilio Galdeano Gómez 

Abstract 

The current distribution and demand in the European food market 
implies a greater protagonism of co-operatives in farming centres in 
terms of growth, profitability or value added. This fact, together with 
the characteristic economic risk of the agricultural market, is leading 
to changes in strategic management of marketing co-operatives in 
sectors such as fresh fruit and vegetables. Taking a sample of 
horticultural co-operatives from Andalusia (Spain) as reference, this 
paper carries out a comparative analysis contrasting economic and 
financial indicators. The results obtained reveal the incidence of the 
aforementioned factors in the activity of co-operatives, showing 
different tendencies to those traditionally conceived (social 
economy), and in their contribution to the competitiveness of the 
sector.  

1. Introduction

There is increasing interest in competitiveness analyses of 
different industries or productive activities within the 
framework of globalisation and commercial liberalisation 
together with the tendencies, in our case, of economic 
organisation in the European Union (EU). In this economic 
environment the specialisation level constitutes an 
increasingly important factor in acquiring a relatively 
successful position in the market. In other words, the 
concentration of demand by the distribution chains and the 
worldwide commercial liberalisation give greater relevance to 
certain business sectors in the agricultural and foodstuff 
market. In this context, marketing co-operatives are 
particularly prominent: they tend to sell directly to distribution 
chains, and they are closely connected to farming activity. In 
the case of produce for fresh consumption, co-operatives 
enjoy a relatively competitive position with regard to other 
kinds of marketing firms. This is due mainly to their high level 
of profitability and their capacity to recover the value added 
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Developing an Operational Definition of the 
Social Economy 

Len Arthur, Molly Scott Cato, Tom Keenoy and 
Russell Smith 

The social economy has attracted considerable rhetorical and 
policy interest in recent years. And yet, it seems that many of 
its most ardent supporters are not clear about what it is. It 
resembles, as the voluntary sector which forms a part of it 
was once called, ‘a loose and baggy monster’. This is 
problematic, since in order to develop and argue for a certain 
economic sector we must first be clear about what its 
boundaries are. This paper offers a pragmatic response to 
this definitional problem, one that was developed in 
connection with an audit of the social economy in Wales that 
the researchers are conducting. 

The paper begins by presenting a summary of the various 
competing definitions and perceptions of the term ‘social 
economy’ that are prevalent in policy discourse and in 
academic writing. This is a necessary precursor to any 
empirical work in the field, and also has intrinsic merit in 
helping to elucidate what is distinctive and valuable about the 
particular kind of economic activity indicated by the term. The 
argument presented here is supported by a sister paper 
which addresses the theoretical problems with definitions of 
the social economy (Arthur et al, 2003) Since researchers 
must be clear about the boundaries of the sector they are 
analysing, they must have some means of determining which 
businesses fall within the defined sector and which not. 
Hence this paper proposes that, rather than a theoretical 
definition, an operational definition is developed, taking into 
account several dimensions of importance. For the various 
parts of the social economy researchers may then decide 
their position of interest on each dimension - for example 
whether the sector is publicly funded or not, or whether it has 
a mutualistic value system or not - and then select the 
businesses to be included accordingly. 
A list of fuzzy definitions 
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economic threats for SMEs. 
 
Note 
 
1 Göler von Ravensburg, Pinkwart and Schmidt, “Kriterien für die 

Gründung mittelständischer Kooperationen in 
genossenschaftlicher Rechtsform” (Criteria for the 
Establishment of Business Associations under Co-operative 
Legal Form), 104 pages, Volume 99 of the series of 
monographs on co-operative research of the Institute for 
Co-operative Research in Marburg (Marburger Schriften zum 
Genossenschaftswesen). The publication can be ordered at any 
specialised bookshop or from the Institut für 
Genossenschaftswesen an der Philipps-Universität Marburg 
(http://www.wiwi.uni-marburg.de/lehrstuehle/einrinst/genossen, 
email: genossen@wiwi.uni-marburg.de). 
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incorporated to the final product (Juliá, 1994). 
The new conditions of the food market have imposed 

changes in the management attitude of marketing 
co-operatives (built around farmers’ associations) both in 
Spain and in neighbouring countries (Chomel, 1993). Spain’s 
entry in the European Economic Community meant adapting 
co-operativism to new circumstances more in line with the 
business reality of European agricultural co-operation. That is 
to say, they had to play a leading role in the business sector. 
This protagonism is having an important impact on the fruit 
and vegetable sector, since directly or indirectly agricultural 
policy confers more importance on producer associations. 
Furthermore, in this sector the development of co-operatives 
is being promoted within the foodstuff market due to a greater 
capacity to meet the demand of purchasing centres and 
distribution firms. As a result, a greater possibility to make profit 
and to incorporate utility added to the product, which is 
traditionally carried out at other stages of the commercial chain. 

Considering the aforementioned, from the management 
point of view, the better suitability of co-operatives to the 
market is a result, above all, of a change in business attitude. 
There has been a shift towards a more commercial tendency, 
rather than the natural one of social economy that gave rise 
to this kind of farmers’ organisation.  

Generally speaking, the social economy is related to 
entities where capital is not the basic component, entities for 
which the profit motive is not a main aim and whose 
fundamental purpose is the rendering of services to their 
associates. These firms emerge as an answer to new social 
demands that have not been properly met by public 
companies or traditionally commercial companies (Juliá, 
1994). The present study will focus on those co-operatives 
that specialise in rendering marketing services, due to the 
above-mentioned interest.  

Although there are few studies related to the 
competitiveness of agricultural co-operatives in the Spanish 
context, we should take into account the following: Caballer et 
al (1987), carried out a management analysis on the 
agricultural co-operatives from Valencia (east Spain); Simon 
and Alonso (1995) studied the economic-financial structure of 
agricultural co-operatives from the Community of Navarre 
(north Spain), determining competitiveness factors related to 
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profitability and development; and Segura and Oltra (1995) 
focused on changes in business attitude in order to achieve 
efficiency. Also of interest in a more general context, Jahn 
(1991) carried out an analysis based on the strategic 
adjustments of agricultural and food firms in Europe. Ernest & 
Young (1993) studied the level of competitiveness of the food 
and beverage sector in Spain. They focused their analysis on 
the competitiveness structure, showing the significance of the 
aforementioned factors on a European scale. 

The data analysed in the present study are taken from the 
annual accounts and reports of co-operatives dedicated to 
horticultural marketing. These co-operatives are located 
within the Andalusian region, which produces and 
commercialises 28 per cent of the national total (Spanish 
Ministry of Agriculture, Fisheries and Food MAPA, 2001). 
Nevertheless, in our opinion the results of the study are 
relevant to co-operatives within the economic context of the 
country as a whole. The situation regarding the marketing 
sector for Spanish fruit and vegetables will be analysed using 
the data provided by the Bank of Spain. The study covers the 
period 1993-1998. 
 
2. Current European food distribution and its incidence 
on marketing co-operatives 
 
The agricultural and food system currently comprises a 
complex framework of relationships among farmers, the 
agricultural and food processing industries, distributors and 
end consumers. This situation has been induced by both 
economic and sociological factors basically. On the one hand, 
we have facts of economic nature such as cost saving in 
agricultural and foodstuff distribution or the creeping 
liberalisation of international commerce. On the other hand, 
we must bear in mind sociological forces, such as new family 
habits, socio-demographic changes, etc (Lamo de Espinosa 
and Fiel, 1994). Due to these factors, food marketing has 
been characterised in recent years by the introduction of new 
elements to the demand function. Thus the incorporation of 
added values to the final product constitutes a basic element 
of competitiveness. 
 
The configuration of food distribution 
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• Too little is known about the inherent advantages of the 
co-operative form to legal and business consultants who 
influence the choice of legal form. Especially little is 
known about the inherent protection from take-over which 
the co-operative form offers. 

• There is a great deal of scope for new co-operative 
endeavours among professionals, in trade and social 
services. 

 
In order to achieve sustainable effects, meaning more 
co-operative start-ups, it is clearly not enough to change the 
co-operative law. Rather it is important to tackle the task of 
popularising this legal form effectively. This involves reaching 
as many consultants, business organisations, associations 
and federations in the economic and social fields as possible 
as well as interested politicians with clear, transparent and 
relevant information, material and advice.  

Some smaller conferences, especially on perspectives for 
social service co-operatives as well as co-operatives in 
energy supply or distribution have been organised by the 
German Association for the Promotion of Co-operatives and 
individual persons such as one of the authors in her university 
environment. The interest of professional groups, NGOs and 
entrepreneurs has been positive. However, pre-planned 
co-operation between the various federations on promoting 
the idea over wider sectors has so far remained limited.  

From the authors’ point of view one possible first step 
towards this mainstreaming task would be a national strategic 
workshop among co-operative federations and co-operative 
specialists. The objective of such a conference would be to 
develop creative ideas and a common strategic action plan 
for co-operative start-up promotion. Such a workshop, if 
facilitated as a ‘future workshop’ (workshop methodology to 
transform visons into action), could result in a significant 
impetus. 

In the end, however, a concerted effort is needed on all 
sides: the co-operative federations, the co-operative finance 
sector, business associations, welfare movements and 
politicians at all levels need to work together to bring to the 
fore the economic potentials inherent in this legal form. Such 
economic potentials are short in supply in these days of cuts 
in public spending, lack of entrepreneurial capacity and major 
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as among middle class consumers and the recipients of 
social services. 

Also, regional and sectoral federations should co-operate 
more closely with each other, since many new co-operatives 
with SME members have a wider than regional scope, some 
being even international (eg Intersport). Such enterprises 
possess complex structures and sometimes show such rapid 
growth that they are forced to purchase external services and 
goods at a rate and of a kind that no federation is likely to 
provide by itself. It would thus make sense for federations to 
think about complementarities and synergies with each other 
and perhaps to specialise, otherwise federations should not 
attempt to offer services which go beyond those they are 
legally bound to offer. 
 
Summary and outlook 
 
In short the results of the study which are most relevant to 
promotional efforts can be summarised as follows: 

• The German eG is seen to have some advantages for 
co-operation among SMEs: easy entry and easy exit for 
members, limited liability, take-over protection, and no 
minimum capital is required. 

• Nearly half of all SME-co-operatives operate supra-
regionally. 

• New co-operatives do not express any need for voting 
rights in proportion to capital contributions. 

• The fact that there is no participation in the gain in asset 
value for the departing member and no free tradeability of 
co-operative shares seems to be of little importance to 
co-operative founders. 

• The issue of whether or not only members should be 
eligible for offices in the co-operatives, is seen differently 
depending on size. Small co-operatives want only one 
board, preferably small, while larger co-operatives prefer 
to have both board of directors and supervisory board. 

• The minimum number of seven members to start a 
co-operative does not seem an obstacle to the choice of 
this form. 

• Pre-registration audit by the federations can be made 
attractive to starting co-operatives. 
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Regarding the economic factors related fundamentally to the 
changes in the structure of the food market system, a 
considerable process of concentration and internationalisation 
has been noted over recent years. Scale economies operate, 
therefore, leading to an ever greater share of sales for 
supermarkets and hypermarkets. Although the presence of 
small establishments that attend specific sectors of demand is 
still strong, most studies point to a clear decline in the number 
of establishments of these characteristics (A C Nielsen Co, 
2002). In the scope of the EU it can be observed that the 
increase in concentration through distribution chains, which 
started in northern and central countries of the EU, has 
gradually spread to the rest of the continent. 
Table 1. Evolution of the hypermarkets’ and supermarkets’ 
share in foodstuff sales (in the main consumer countries of 
Spanish fruit and vegetables). 
Source: AC Nielsen Company SA. 
 

It can be observed that between 60 and 85 per cent of food 
consumption in EU households is controlled by large 

distribution chains. These distribution firms are rapidly 
converting the trade system in agricultural and food products, 
characterised now by more direct purchasing from farming 
centres, and bypassing traditional dealers. 

There is a tendency towards a clear demand concentration 
and a decrease in the number of agents within the trade chain. 
Cost reduction in the distribution process is estimated by experts 
at about 30 per cent, which constitutes a considerable change 
compared to the traditional distribution methods of a sector 
such as fresh fruit and vegetables (Galdeano and De Pablo, 
1996). 

Country 1985 1990 1995 2001 

France 76 82 81 92 

Germany 60 66 72 80 

Great Britain 55 66 74 88 

Spain 36 55 65 69 

Italy 31 40 45 56 
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In the Spanish market this tendency has been 
characterised by the presence of large distribution groups, a 
major development of supermarket chains and an 
internationalisation of strategic distribution decisions as a 
result of integration into the European chains and purchasing 
centres. It is also worth noting the considerable growth of 
hypermarkets in Spain within recent years. Their market 
share increased from 6.2 to 25.5 per cent in the period 
1991-1999 (Table 2). 
Table 2. Market share of food sales in Spain. 
(*) Corrected for inflation. 
Source: MAPA (2000). 
 
The increasing demand for added values  
 
In order to understand the significance of co-operatives in 
this new environment, we must consider that, on the one 
hand, the agricultural and food system comprises a group 
of activities (farming, processing, distribution and food 

consumption) articulated around agriculture. The 
interrelations among these activities are increasingly 
important, and the change of a variable at any point of the 
process is transmitted forward or backward along the 
complete chain (Molle, 1992). On the other hand, we must 
bear in mind one of the basic economic problems in 
agricultural production, namely profitability loss over time.

1
 

This factor, together with the demand requirement, creates 
the need to add new values to agricultural products in the first 
stages of the food chain. Co-operativism, in this wider 
context, is helping to improve the profitability of farmers, 

 1999 1991  
Establishment Market 

share  
Sales

(*) 
total 

(millions of 
euros) 

Market 
share 

Sales
(*) 

total 
(millions of 

euros) 

Traditional shops 40.2 17,588 21.1 10,376 

Supermarkets 26.7 11,687 39.8 19,572 

Hypermarkets 6.2 2,713 25.5 12,540 

Total 100.0 43,777 100.0 49,176 
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From the author’s point of view the first need is for 
federations, consultants and politicians to make the 
co-operative form better known again. This could be done for 
example, through co-operation between co-operative and 
other business federations/associations such as chambers 
of commerce, employers’ and professional associations and 
social welfare organisations. Also, it would be necessary to 
positively advertise the benefits of a pre-registration audit.  

Meanwhile the Confederation of German Co-operatives 
(DGRV) has started three working groups aimed at the 
promotion of co-operative enterprise within public services, 
trades and crafts and health care. This could be seen as an 
important step. These working groups should use all means 
at their disposal to raise levels of awareness and knowledge 
about the eG. Such means could include the development of 
a ‘training module’ for advisors, publications of ‘best 
practices’ as well as the placement of co-operative subject 
matter in the media. One could also encourage economic 
policy makers at national, regional and local levels to include 
co-operatives into their strategic planning, especially where 
the privatisation of public services is being considered or 
being implemented. 

Interested groups could be provided with information on co
-operative advantages, especially about the inherent 
protection from take-over which the co-operative form offers, 
the possibility of legal persons being members and about the 
role of democracy in the strategic management of 
co-operatives.  

Co-operative research and teaching must be maintained if 
not extended. Many general business concepts might be 
applicable to co-operatives. Yet, tax advisors, business 
consultants, attorneys and accountants admit to having major 
knowledge deficits about this enterprise form, because text 
books and course work seem to neglect it. Research deficits 
exist in regard to the specifics of cost-benefit-ratios for 
co-operatives composed of SMEs engaged in personal 
services, in regard to governance structures and in regard to 
property rights. The objective must be to render the 
co-operative form more attractive in comparison with other 
enterprise forms. The demand for a typical co-operative 
organisational structure lies primarily with medium and small 
scale enterprises in the trades, among the professions as well 
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audit than drop-outs who ended their co-operation as a result 
of the audit.  

The fact that registered co-operatives may not select their 
auditors themselves is seen as a great drawback by ‘non-
co-operatives’ but not necessarily by registered 
co-operatives. The co-operative audit which also includes 
the evaluation of actual or potential member-promotion 
resulting from co-operation, is of little relevance to non-
co-operatives. Co-operatives in the primary sector 
(agriculture, forestry and viticulture), however, deem this 
evaluation an important advantage for the co-operative form 
and cherish its embeddedness in the federative auditing 
structure.  
 
Image and knowledge 
 
The relevance of a positive image of a legal form has been 
explicitly confirmed in the ‘delphi-inquiry’. The choice of the 
organisational form of co-operation depends particularly on 
whether or not a legal form is perceived to be up-to-date and 
more than 80 per cent of the questioned co-operatives 
consider their legal form to be the case while only 20 per cent 
consider the legal form of co-operatives out-of-date. However, 
nearly 70 per cent of the questioned ‘non-co-operatives’ see 
the co-operative legal form to be more or less out-of-date 
and only 30 per cent consider co-operatives up-to-date. 
Co-operatives are mainly associated with agriculture and 
credit, hence, many other business firms were not aware that 
the co-operative form might apply to their own business 
needs. In analogy, consultants feel less familiar with the 
co-operative form than with the limited liability company or 
other legal forms, about which, in their own assessment, they 
have more knowledge.  
 
Promotional politics 
 
The survey shows that the legal framework conditions 
neither fully determine the attractiveness of a specific legal 
form for SME-co-operation nor do such conditions create an 
exclusiveness for the use of the co-operative legal form for 
SMEs. Economic considerations and the advice received are 
just as important in the process of choosing a legal form. 
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without neglecting its social element. It is also to increasing 
the economic importance of agricultural activity compared to the 
activities of food processing and distribution (Juliá, 1994). 

Current market requirements determine more and more 
utilities or added values for the basic product. These added 
utilities have increased not only in quantity but also in diversity. 

Among the variables that have brought about this situation 
we should highlight technological advances and their easy 
access for consumers. Particular attention should also be 
given to sociological forces, such as the higher incorporation 
of women to the work force, new family habits or socio-
demographic changes (Lamo de Espinosa and Fiel, 1994).

2
 

These factors mean that consumers have different needs to 
previous generations. Moreover, the increase in income in 
developed countries, changes in consumption habits and 
maintenance of prices of agricultural products in real terms, 
are causing a decrease in the percentage of expenditure on 
food. Nevertheless, in the case of fresh fruit and vegetables 
this percentage was maintained during the nineties and it 
even increased in some periods, both in the Spanish market 
and in many European countries. This indicates the 
consolidation of the healthy ‘Mediterranean diet’ and a greater 
demand for fresh produce (MAPA, 2001).  

Food marketing has generally been characterised in recent 
years by the introduction of new elements to the demand 
function. The end product includes a series of features, some 
of which are the object of growing demand (quality, 
standardisation, affordability, etc) in conditions of relatively 
high income and price elasticity (Rodríguez-Zúñiga and 
Soria, 1991).  

Moreover, these added utilities represent the main 
elements for the maintenance of profitability in traditional 
agricultural activity, which has an increasingly smaller share 
within the food market in favour of activities such as 
distribution (Table 3). 
Table 3. Share of the agricultural and food system in the 
Spanish economy (1989-1999). 
 
Source: MAPA (1999). Spanish Institute of Statistic (1989). 
The aforementioned changes to the current food system have 
contributed to technological innovations orientated more 
towards market problems and the marketing improvement of 
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agricultural products, especially the promotion and distribution 
components. This fact implies a necessary specialisation and 
professionalisation of horticultural co-operatives, both in trade 
and production, which are increasingly linked to one another.  

In short, the protagonism of co-operatives in this context is 
characterised by: 

 

• The need to increase the bargaining power of centres 
of production.  

• The need to offer more product volume and more 
planning, which leads to the increasing interrelation 
between production and marketing.  

• The direct transfer of demand requirements to the 
farming centres. This implies the need to increase 
investment in relation to quality, maintain continuous 
innovation and generally to intensify product 
specialisation. 

• The removal of traditional dealers and the possibility 
to introduce more added values into the farming 
centres. 

• These factors result in a change in management-style 
of co-operatives, which is necessary in order to 
compete with traditional trading companies within the 
sector. In the following epigraph we concentrate on 
this aspect. 

 
3. Economic-financial comparative analysis of horticultural 
co-operatives: taking as reference the Andalusian 
producers’ organisations 
 
In general terms, horticulture differs from other sectors due to 
the variety of products and the perishable nature of most of 

Activity branches Percentage in the 
Gross Added Value 

1989 

Percentage in the 
Gross Added Value 

1999 
Agriculture (farming) 5.1 3.2 

Agricultural and food 
processing 

4.8 4.1 

Agricultural and food 
distribution 

12.8 16.5 
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committee. Also, smaller co-operatives tended to be more 
willing to call non-members into the supervisory committee 
and some of them would even welcome the abandoning of a 
compulsory supervisory committee. Among groups of the ‘non
-co-operatives’ and consultants who were questioned, slightly 
more than half found the rule to elect the office-bearers from 
among the members to be unattractive. The group of the 
consultants who were questioned, found that small co-
operatives of ten to 15 members should be allowed the option 
not to have a supervisory committee and a board of directors 
and instead have only one person in charge. The option of 
one person in charge was, however, not supported by the 
majority of the new co-operatives (80 per cent) included in the 
survey. 

Contrary to the widespread argument that the legal form of 
a registered co-operative is often rejected because of the 
current legal requirement of the minimum number of seven 
founder members, only seven per cent of the questioned new 
co-operatives and only eight per cent of the drop-outs found 
this minimum number too high. The majority of these groups 
(93 and 92 per cent respectively) was not of the opinion that 
this rule is an obstacle. The reality, however, shows that a 
quarter of these groups started off with only the required 
minimum number of members. However, among the ‘non-
co-operatives’ and the consultants who were questioned, the 
answers to this question differed widely. In fact, more than 
half of the ‘non-co-operatives’ started with less than seven 
founders. 
 
Pre-registration audit and compulsory audit 
 
The formal pre-registration audit, which is compulsory for 
German eGs and which is frequently considered to be 
expensive and tedious, is often on hindsight recognised to be 
reasonable by most co-operatives. Slightly more than half of 
the new co-operatives admitted that the audit has been 
important for them in view of organisational and start-up 
problems. Among the questioned ‘non-co-operatives’, around 
70 per cent considered an audit of the business concept prior 
to start-up as unimportant. Within the group of drop-outs, 
those who continued co-operating in another legal form 
generally had a more negative picture of the pre-registration 



156 

The hypothesis that the registered co-operative is the legal 
form used mostly for geographically limited co-operation, is 
not supported by the actual data on newly created 
co-operatives, since nearly half of all SME-co-operatives 
operate nation-wide. Apart from this, it becomes clear that 
they are no longer located in the classical sectors of the 
German co-operatives such as agriculture but far more often 
in the service sector (68 per cent).  
 
Formal aspects 
 
Some advantages and disadvantages attributed to the legal 
form of a registered co-operative (eG) by specialists and 
federations were perceived differently by the SMEs and 
consultants who were questioned. Above all, it became 
apparent that new co-operatives do not express any need for 
voting rights in proportion to capital contributions. Also, a 
mere 60 per cent of consultants and only 55 per cent of the 
‘non-co-operatives’ consider the right to vote according to 
share capital to be important, even though the answers were 
widely spread among such groups. By and large, the groups 
confirm the advantages of the German eG as regards easy 
entry and easy exit, limited liability, take-over protection, and 
the fact that no minimum capital is required. The fact that 
there is no participation in the gain in asset value for the 
departing member seems to be of little importance. Free 
tradeability of shares is considered only moderately 
important by non-co-operatives and consultants while new 
co-operatives and drop-outs argue strongly against free 
tradeability.  

Under current German Co-operative law, both the board of 
directors and the supervisory committee must be elected from 
the circle of members. This rule is held by many to be a 
disadvantage of the co-operatives. Regarding this point, the 
research did not result a clear picture, since opinions within 
the four groups differed widely. Among the new co-operatives 
and the drop-outs who were questioned, slightly more than 
half were in favour of an administration by office-bearers 
elected from among the membership. The rest of these two 
groups were willing to also include non-members into their 
office-bearers. The willingness to include non-members was 
even higher as regards the composition of the supervisory 
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them, which implies the need for fast marketing and reduced 
storage time. In the case of the European Union there is also a 
tendency towards less intervention and a marked 
decentralisation of market regulation which corresponds to a 
large extent to producers’ organisations (Commission of the 
European Communities, 1994).

3
 

The significance of the European co-operative sector in this 
agricultural and foodstuff context is considerable due to its 
growth in the last three decades, above all, in countries such 
as Germany, Austria, France, Greece or Spain.

4
 This sector 

accounts for some 45,000 co-operatives, with a turnover 
worth a total of approximately 260,000 million dollars (Fuentes 
and Veroz, 1999). The Andalusian region represents 20 per 
cent of the Spanish co-operative sector, with about 786 
agricultural co-operatives and a turnover of 2,625 million euros.  
Table 4. Agricultural co-operative sector of Andalusia in the 
national context.  
Source: Confederation of Agricultural Co-operatives in Spain (2001). 
 

Horticultural activity accounts for 28 per cent of Andalusian 
agricultural co-operatives. There are 250 co-operatives in 
Andalusia, mainly located in Huelva and Almería. These 
provinces have the highest production and represent 64 per 
cent of fruit and vegetables exports from the region (Fuentes 
and Veroz, 1999). In this sector the co-operatives have been 
strengthened by the actual COM, as well as by new regional 
legislation. In particular the Law of Co-operatives 2/1999 of the 
Andalusian Autonomous Community provides regulation, which 
is more in line with the new environment of said entities. 

Andalusian horticultural co-operatives (OPFVs) are the 
basis for this analysis. They carry out activities of handling 

and/or processing and subsequent marketing of the fruit and 
vegetables produced by their farmer members. They have 
proved to be a key element in the processes of quality 
improvement and development of environment-friendly 

 Co-operatives Turnover 
(million 
euros) 

Farmers in 
partnership 

Andalusia 786 2,625 240,630 

National total 3,926 12,013 977,916 
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practices in the horticultural sector (Galdeano, 2000). This 
situation has been stimulated in part by European Community 
aid (through Operative Programmes) and especially by the 
need to adapt to the requirements of current foodstuff 
demand, while also taking into account the characteristics of 
small scale family-sized farms. 
Table 5. Organisations of Producers of Fruits and Vegetables 
(OPFVs) in Andalusia based on EC Regulation 2200/96. 
Source: Andalusian Council of Agriculture and Fishing (2002) 
 
This analysis has been developed using the balances and 
income statements from 49 Andalusian OPFV for the period 
1993-1998. This sample represents 45 per cent of the 
production volume of Andalusian horticultural co-operatives, taking 
the average of the period under study. It is characterised by 
the intensive horticultural system of the associate farmers and 
the existence of common markets and clients.  

For the comparative study we also used the Commercial 
Performance Information from the Bank of Spain on the "trade 
of fruits and vegetables" for the same period. This information 
is on a national scale and we have used it to make 
comparisons with the sample of the Andalusian 
co-operatives. Since the data from the Bank of Spain are 
given in aggregate form, the study has been carried out 

comparing the medium-sized firms of each group.  
 
Ratios of the economic-financial structure  
 
The most significant ratios have been chosen from the 

Province Article 11 Article 14 Article 13 TOTAL 

Almería 55   55 

Cádiz 4   4 

Córdoba 5 1  6 

Granada 6  3 9 

Huelva 23 3 1 27 

     

Jaén 4 1 2 7 

Málaga 
Sevilla 

5 6  11 

Total Andalusia 102 11 6 119 
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theory and SME research. The need for SMEs to co-operate 
is analysed in the light of the specific business objectives of 
SMEs and the need for innovation owing to globalisation and 
the acceleration of technological change. Also examined, is 
the current discussion among specialists and representatives 
of co-operative associations on the amendment of the 
German Co-operative Law. This is followed by an explanation 
of the research methodology which included a survey on 
literature, discussions with experts (based on the ‘delphi-
inquiry’, in empirical social research used to select the 
relevant hypotheses to be tested), the development of a 
questionnaire, pre-testing in the Land of Rheinland-Pfalz as 
well as a national survey and the analysis of the replies 
gathered.  

The main part of the study contains the results of the 
survey on literature, plus the ‘delphi-inquiry’, and, above all, 
the survey of four target groups. The groups questioned 
included new co-operatives among SMEs (start-ups between 
1992 and 2000), SMEs which showed interest in using the 
form of a registered co-operative (in German the registered 
co-operative is abbreviated to eG), but which finally did not 
lead to registration (hereafter called ‘drop-outs’), associations 
and joint ventures not using any or another legal form 
(hereafter called ‘non-co-operatives’), and experts which 
included various consulting professions such as tax advisors, 
chartered accountants, lawyers and consultants of chambers 
of commerce (hereafter called ‘consultants’). Some results of 
the survey are examined below.  
 
Design of co-operation 
 
The first question examined was whether the choice of a 
certain legal form can be attributed to differences in the 
manner of co-operation. The survey shows that horizontal 
co-operation among SMEs prevails in Germany. The 
predominance of horizontal co-operation is especially strong 
among registered co-operatives (68 per cent) while vertical 
and complementary co-operation (32 per cent) does exist and 
deserves attention. Among the ‘non-co-operatives’ which 
were questioned, horizontal co-operation accounts for only 37 
per cent whereas vertical and complementary co-operation 
accounts for 63 per cent.  



154 

Starting Co-operative Organisations for Medium 
and Small Scale Enterprises in Germany 
 
Nicole Göler von Ravensburg, Renate Schmidt and 
Gabriele Ullrich 
 
Background  
 
The number of registered co-operatives in Germany is 
declining despite an increasing need for co-operation among 
small and medium sized enterprises (SME). Against this 
background the Institute for Co-operative Research at the 
Philipps University in Marburg, Germany, in co-operation with the 
Department for Small and Medium Enterprises of the Faculty 
for Business Administration of the University of Siegen, 
Germany, conducted from November 2000 to March 2002 an 
empirical research project on the start-up of co-operatives. 
This research was initially commissioned by the Department 
for Economic Development in the Ministry of Economics of 
the Land of Rheinland-Pfalz and the Regional Cooperative 
Federation of Hessen/Thüringen/Rheinland Pfalz. Subsequently, 
the Research Fund of the German Central Cooperative Bank 
(DZ Bank) also supported the project financially.  

The purpose of the research project was to empirically 
test hypotheses about the reasons for the decline in 
registration of co-operatives. In order to do this, the motives in 
choosing specific legal forms for a business organisation, 
co-operative or not, were examined. Other issues looked at 
included the reasons for certain start-up projects not being 
concluded and the attitudes of business consultants and legal 
advisors towards the co-operative form. The research project 
resulted in a study which was recently published.

1
 This article 

gives an overview on this study which, so far, has been 
published in German only. Co-operative movements in other 
countries also face declining numbers in the registration of co
-operatives, hence this article examines reasons for this 
development and endeavours to make the research results in 
Germany also accessible to the English speaking reader. 
Approach of the study 
 
The study begins with a short introduction into co-operative 
Journal of Co-operative Studies, 36.3, December 2003: 154-162 ISSN 0961 5784© 
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available information (Table 6), paying attention to the 
characteristics of these firms. 
Table 6. Structure and financial ratios (average of the period 
1993-1998) 
The ratio of lock-up of assets (net fixed assets/total assets) 
shows a higher level of lock-up in the Andalusian horticultural 
co-operatives compared to the national marketing firms (56 
per cent and 37 per cent respectively). Regarding debt ratio 
(liabilities/assets), this index shows that the Andalusian 
co-operatives have a lower percentage of liabilities than of 
assets in total financing, due to a greater tendency to 
capitalisation nowadays.

5
 For the national horticultural firms, 

however, the opposite occurs. With regard to debt structure 
(long-term debt/short-term debt), it must be emphasised that 
the value obtained for the average of the national marketing 
firms shows lower stability in liabilities compared to the 
Andalusian horticultural co-operatives (0.11 and 0.58 
respectively). 

The total solvency ratio (total debt/total assets) should be 
calculated taking the real values which would be obtained by 
the sale of the total assets, but the difficulty to obtain these 
data leads to the use of ledger values for its calculation. In 
our case, the percentages obtained (54 per cent and 51 per 

cent) reveal higher solvency in the Andalusian co-operatives. 
The relatively high ratio of the co-operatives contradicts the 

Structure Ratios  National 
horticultural 
trade firms 

Andalusian 
co-operatives 

Ratio of lock-up of assets 0.37 0.56 

Financing ratio of fixed assets 1.39 1.33 

Debt ratio 1.20 1.45 

Debt structure 0.11 0.58 

Financial Ratios    

Total solvency 0.54 0.51 

General liquidity 1.29 1.55 

Cash 0.42 0.54 

Redemption policy 0.49 0.71 
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general belief that entities that follow a social economy tend 
to be less solvent. The general liquidity ratio (current assets/
current liabilities) for the co-operatives reveals a better result 
(1.55) than for the average of the national horticultural firms 
(1.29). The high values obtained for both samples are mainly 
due to the stationary nature of the trade of horticultural 
products, which requires high credit levels. Regarding the 
cash ratio (liquid/short-term debt), the average of the 
Andalusian horticultural co-operatives is also better than that 
of the Spanish marketing firms. Liquid debt accounts for 54 
per cent of short-term external financing for the former, as 
opposed to only 42 per cent for the latter. With regard to the 
redemption policy (redemption endowment/cash flow), the 
ratio obtained presents relatively high values in the 
Andalusian co-operatives (0.71) compared to the national 
horticultural firms (0.49). This result is unexpected, in 
principle, in entities of social economy. However, if we take 
into account the significance of the fixed assets in the 
Andalusian co-operatives and the lower value obtained for the 
cash flow in relation to the national horticultural firms, the 
results for this ratio stand to reason.  

In general, it can be noted that on the basis of the 
calculated ratios, from both an economic and a financial point 
of view, the Andalusian co-operatives compare favourably to 
the fruit and vegetables marketing firms in the whole country. 
This is especially true if we consider the better debt or 
liquidity values, and rather high solvency indicators. 
Additionally, this may be indicative of a more commercial 
functioning than had been considered natural for this type of 
entity. 
 
Profitability analysis 
 
On the basis of the data on economic and financial 
profitability, the effects of the sales margin (M), turnover ratio 
(t) and gearing (Ep-i)*L will be split in order to know the strong 
and weak points in the profit creation of the sector studied. 
Table 7. Profit measurements (average of the period 
1993-1998).  
M = sales margin (PBIT = profits before interests and taxes /
sales); t = turnover ratio (Ep/M); Ep = economic profitability 
(PBIT/total assets); i = Average cost of debt (financing costs/

153 

and public relations staff, etc. When drawn attention to the 
fact that the Indian Institute of Mass Communication should 
start a course in co-operative journalism, he says that the 
course may be started but there should be a certainty of job 
opportunities. He however opines that the Institute can 
organise a week long programme of improving editorial 
content of co-operative journals. 
 
Sanjay Kumar Verma Jr is Editor, National Co-operative 
Union of India 
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Meanwhile, the co-operative sector itself should explore all 
options to strengthen its own internal media plank and devise 
strong policy parameters. B P Sanjay says,  
 

If your constituency is rural and there is traditional media 
which can religiously incorporate all messages then any 
other form of media will not have acceptance. 

 
No doubt co-operatives should utilise their strengths in the 
rural areas by understanding the worth of traditional media as 
an important medium of communication in rural areas. 
Puppetry, folk theatre, folk music and street plays strike an 
instant chord with the psyche of the rural people. However, 
B P Sanjay cautions in this regard,  
 

We can not romanticise about traditional media. We have 
to make assessment of traditional media practices and 
evaluate strengths and weaknesses of each.  

 
P N Vasanthi says  
 

Traditional media can be used to project a positive image 
of the sector. Rural or traditional media can not counter the 
negative image of the sector which the co-operative sector 
feels has been propounded by the mainstream media due 
to negative stories.  

 
She says that rural media and mass media do not merge 
because mass media is business oriented. "You have to 
create strong media policies at the centre and local levels", 
she feels.  

Co-operative journals if brought out in a professional 
manner can not only emerge as a strong communication 
plank for projecting the vibrancy of the sector, but also 
establish strong networking with the non-co-operative 
constituency and mainstream media. B P Sanjay, Director 
of the Institute of mass Communication, feels that the co
-operative journals must reach out to the people for whom 
they are meant and they must spread awareness about the 
co-operative concept. In this regard he advocates the need 
for internal content analysis, undertaking communication 
audit, involving professional agencies, training the editorial 
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liabilities with explicit costs); (Ep-i)*L = capital gearing; L = 
debt ratio (liabilities/assets); Fp = profits before taxes/capital. 
 
Firstly we find, as may be expected for entities within the 
social economy, that the sales margin is slightly lower for the 
Andalusian co-operatives than for the national trade firms 
(1.65 and 1.99 respectively). In principle, it can be deduced 
that the difference in said margin would be absorbed in the 
organisations of producers by a larger liquidation to the 
partners, supposing that the efficiency of the production 
process is similar for all firms. 

The average data show higher economic profitability for 
the Andalusian horticultural co-operatives (6.04) in relation to 
the average of the marketing firms nationwide (4.96), 
suggesting greater efficiency in the former. As regards 
turnover ratio, the difference is greater. Andalusian 
horticultural co-operatives show greater economic efficiency 
than the national marketing firms in the application of total 
resources per sale currency unit, with average results of 3.66 

and 2.51 respectively.  
All average data of samples studied reveal negative capital 

gearing rates, which indicate a higher cost of liabilities than 
the profitability obtained by investment or assets. For these 
reasons we can deduce that increases in the debt rate will 
worsen financial profitability. Nevertheless, there is an 
important difference in the results obtained for the Andalusian 
co-operatives and for the national horticultural firms. The 

Measurements National 
horticultural 

Andalusian 
co-operatives 

M 1.99 1.65 

t 2.51 3.66 

Ep 4.96 6.04 

i 12.33 9.52 

(Ep-i)*L -9.35 -5.05 

L 1.20 1.45 

Fp 12.86 13.49 
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former present lower negative values in the gearing (-9.52) 
compared to the latter (-12.33). This difference may be 
explained in the aforementioned lower

6
 debt ratios. In spite of 

these differences, financial profitability before taxes tends to 
show less disparity among the studied entities. This may be 
caused by the lower percentage of financial lock-ups in the 
Andalusian horticultural co-operatives with regard to the 
national marketing firms, and may compensate to a certain 
extent the more favourable financial indicators of the 
co-operatives. 

In general the results of profitability are usually high for the 
Andalusian co-operatives in relation to the national 
horticultural marketing firms. We can deduce a high level of 
efficiency and additional evidence of clear business attitude in 
co-operatives.  
 
Analysis of business risk 
 
In this section we will evaluate the results concerning the 
risks of the different firms under study. There are generally 
three different types of risks: 
 

• The financial risk is defined as the variability of the 
earnings per share, whose origin is the variability of 
the profit before interests and taxes (PBIT). This 
notion identifies with the elasticity of the financial profit 
(PBT= profit before taxes = PBIT - FE [financial 
expenses]) with regard to the PBIT (Yagüe, 1987)  

o |
E 

PBT, PBIT| = |PBIT/(PBIT - GF)| (1) 

• The economic risk, defined as the variability of the 
profit before interests and taxes (PBIT) caused by 
changes in the quantities sold (q) or the sale prices 
(p). Therefore, this risk is measured through two 
elasticities: profit before interests and taxes with 
regard to the quantities sold (

E 
PBIT, q) and PBIT in 

relation to prices (
E 

PBIT, p). Thus, since PBIT = (p - c)
* q - F, where c = changing unit cost and F = fixed 
costs, we can be obtain 

o |
E 

PBIT, q| = |(PBIT + F) / PBIT| (2) 

o |
E 

PBIT, p| = |SALES / PBIT| (3) 

• The business risks (or joint risks) defined as the 
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time to time.  
 
P N Vasanthi says, 
 

Ways have to be thought over so that low interaction with 
the media can be effectively tackled. 

 
“The co-operative sector should known how, media operates", 
says O P Verma. Alam Srinivas points out that formal and 
informal links have to be established with the media. He says 
that the co-operative sector does not have media strategies 
and it should understand media psychology in this regard. He 
cites the example of NGOs who have established good 
links with the media and they know how to disseminate 
their information through various tools of publicity and the 
co-operative sector should take a leaf from the pages of 
NGOs. In this instance, he cites the example of effective 
publicity campaign of NDDB and its newsletter which has not 
only established a good reputation but also set an example 
for others. Srinivas suggests that NDDB should take initiative 
by forming a group to strengthen the publicity plank of the 
co-operatives in general. B P Sanjay feels that co-operatives 
should initiate a unified campaign strategy when they feel that 
they are getting adverse publicity and in this respect 
financially strong co-operatives should take the lead. He talks 
about the need for co-operatives coming together for image 
building, holding of conferences and seminars on a regular 
basis, visualisation of ways to facilitate easy information to 
media persons, etc. 

P N Vasanthi says that some of the leading newspapers, 
magazines have their focus on specialised products like 
fertilisers. She points out 
 

The co-operative organisations should project their 
activities and achievements in these magazines and 
newspapers by working out a common strategy. 

 
K S S Murthy says 
 

Co-operatives do not give importance to communication 
and the media relations are unsatisfactory. 
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of media attention. The consumerist aspect of media, which is 
a stark reality, cannot be brushed aside. Alam Sriniwas points 
to the fact that mainstream media is writing for the middle 
class which consumes products of the private multi media 
companies. The co-operatives it is well known have their 
wider reach in the rural areas only. According to Bamzai, the 
co-operatives should go in for consumer products. In this 
regard it is well known that Amul brands have their strong 
reach within the consumers. Is this not the reason why Amul's 
stories are regularly covered in the mainstream newspapers? 
But one must say that Amul is not a representative of the 
entire sector. Projection of success stories concerning 
co-operatives in the media may be a powerful medium of 
co-operative advocacy. This may not be an anachronism 
as media's obsession with successful stories or celebrities is 
well known and the success stories capturing the dynamism 
of co-operative institutions and persons involved with it can 
be really appealing. But is this a reality? Alam Srinivas in this 
regard opines that the media can highlight those stories which 
show signs of graduating from local to national level. He feels 
that the success should be in the form of a movement 
acquiring national dimensions. When his attention is drawn 
towards the success stories of Warana Bazar or Sewa which 
may have been utilised by the media for extensive coverage, 
Srinivas feels that these movements are localised. He 
however argues that magazines like The Week highlights 
the efforts of groups or individuals in the field of development. 
K S S Murthy points out that The Week Men of Year awards 
have featured co-operatives, though in this case many other 
newspapers and magazines follow this trend though in an 
insignificant manner. 

Whatever may be the constraints, media needs to 
approached in a professional manner for better projection of 
the co-operative sector. After all in this era of cut-throat 
competition amongst the various sectors of development to 
attract media attention, if the media strategies are properly 
conceived, developed and implemented taking into account 
every situation, then the situation can be favourable for the co
-operative sector. O P Verma says,  

 
The media interaction should be more and there should be 
interactive programmes and workshops organised from 
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combination of financial and economic risks. This 
elasticity measures the influence on PBT of changes 
in the quantities sold and the sale prices as follows 
(Yagüe, 1987)  

o E PBT q = E PBTBAIT * E PBIT q (4) 

o E PBT p = E PBTBAIT * E PBIT p (5) 

 
 
 
 
 
 
 
 
Table 8. Economic, financial and economic-financial risk 
(average of the period 1993-1998) 
 
The elasticity values for the financial risk show little difference 
between the two groups of entities. Thus, a percentage 
variation of one point in the PBIT causes a change in the 
financial profit of 1.73 per cent for the Andalusian horticultural 
co-operatives and 1.50 per cent for the national marketing 
firms. 

For the economic risk it can be noticed that the effect of 
fluctuations in prices is quite more significant than the effect of 
the quantities sold, which reveals the high price risk already 
verified in several studies on the horticultural sector (Galdeano 
and Jaén, 1995)

7
. In the economic risk related to quantities 

sold, we find that a variation of 1 per cent in the quantities will 
cause an alteration of 1.62 per cent in the PBIT for the national 
horticultural firms and of 1.51 per cent in the case of the 
Andalusian co-operatives. Nevertheless, there is an important 
difference in the elasticity of the PBIT with regard to prices. For 
the Andalusian horticultural co-operatives a percentage variation 
of one point in price means an alteration of 60.86 per cent in the 
PBIT compared to 45.50 per cent for the average of the national 
marketing firms. 

The joint risk obtained regarding the quantities sold is not 
too high in general (like the previously determined elasticities) 
although it is relatively higher for the Andalusian 
co-operatives. The price variability of the profit before taxes 
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(PBT), above all, is noticeable for the Andalusian 
co-operatives. A percentage price change of one point leads 
to a variability of 76.98 per cent in the PBT of the national 
horticultural trade firms. However, this variation is much 
higher in the Andalusian co-operatives with an average value 
of 186.10 per cent, which once more suggests the high risk 
level of prices in the Andalusian horticultural sector. 
 
Analysis of the profitability-risk relationship  
 
The aim of this section is to ascertain whether there is a 
strategic attitude on the part of the co-operatives to confront 
business risk. Traditionally, the risk level, the assets’ 
endowment and the capacity to carry out strategies (Porter, 
1979) have been considered among the determinants of a 
firm’s profit. Thus, one of the most interesting factors to 
explain differences in profitability among firms is the risk 
profile in each one, since both variables are quite related in 
certain cases. Based on the utility theory and on classic 
financial theory, the existence of a positive relationship 
between profitability and risk is considered as a hypothesis, 
since rational individuals (investors, managers, 
administrators, etc) are "adverse risks". This implies that they 
will always require higher compensation in order to assume 
more considerable risks. Therefore, the tendency to keep 
wide profit margins and high levels in created income when 
there are signs of high variability in the firm’s financial profit 
can indicate a suitable business strategy from a rational point 
of view (Más Ruiz, 1998). 

Risk Measurements National 
horticultural 
trade firms  

Andalusian 
co-operatives 

Financial risk 1.44 1.73 

Economic risk related to 
quantities sold 

1.62 1.51 

Economic risk related to 
prices 

45.50 60.86 

Economic-financial risk related 
to quantities sold 

2.32 8.45 

Economic-financial risk related 
to prices 

76.98 186.10 
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If a bank is failure, it will be highlighted by the media. Why 
co-operative banks? Even banks not related to the co
-operative sector like Standard City Bank and Bank of 
Karad have been highlighted by the media if these are 
failures.  
 

When drawing attention to the fact that despite the failures, 
the media should highlight such stories in a constructive 
manner, Bamzai makes a point,  
 

Re-engineering efforts in the case of other banks were 
highlighted by the media, but this did not happen in the 
case of Madhavpura Co-operative Bank. Lack of 
institutionalisation is prevalent in the co-operative sector in 
this regard.  

 
Regarding low coverage of co-operatives, Bamzai feels space 
is the constraint in mainstream newspapers as they do not 
have space for rural areas, K S S Murthy, Delhi Bureau Chief, 
The Week feels,  
 

In newspapers there is demand of spot news which takes 
a bulk of media coverage.  

 
In fact when one considers that agriculture is the way of life in 
rural areas with more than 68 per cent of population 
dependent on agriculture, negligible media coverage of the 
rural sector in both the national and regional media is 
incomprehensible. It is generally felt that the media highlights 
the stories of co-operatives that have political overtones. A 
glance at the news items in the mainstream press clearly 
indicates this phenomenon. Alam Srinivas, Business Editor, 
The Outlook has a point,  
 

Media by its nature covers issues where there is conflict or 
confrontation or clash of interests. 

 
This implies that the other issues may be neglected. In fact 
development itself is insignificantly highlighted in the media. 
However at a time when media is becoming highly 
commercial, the social issues cannot become the focal point 
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Media and Co-operatives: Some Issues  
 
Sanjay Kumar Verma Jr 
 
Image building has become the top most priority of the 
co-operative sector these days. This strategic shift in the 
focus is indeed a welcome indicator as far as the growth and 
internal dynamics of the co-operative sector is concerned. 
Media is one of the important tools for image building. The 
co-operative sector is fast realising that it must cultivate strong 
ties with the media. Accordingly, media issues in co-operatives 
have become quite significant and are a subject of rich and 
stimulating debate. The co-operative sector wants media to 
project a strong image of the sector. On the other hand, it is 
expected that the co-operative sector should have a 
professional orientation in approaching the media for 
coverage of its activities. Between these varying poles are the 
questions that throw up pertinent issues of debate. 

The co-operative sector generally feels that the media 
takes a negative view of the sector and the cases of 
corruptions scams, mismanagement, etc are blown out of 
proportion. It is seen that only the success stories concerning 
big co-operative institutions like IFFCO, KRIBHCO, Amul, etc 
are highlighted despite the fact that the co-operative sector 
has numerous success stories at micro level which hardly find 
national coverage. Besides, the co-operative sector feels that 
the general co-operative coverage in newspapers is marginal 
as compared to the developments in other sectors. 
Expressing opinion with regards to the negative view of the co
-operative sector as highlighted by the press, B P Sanjay, 
Director, Indian Institution of Mass Communication feels that 
if there are inherent aberrations or irregularities these can not 
be masked off because after all the co-operative movement is 
a people's movement. O P Verma, Delhi Bureau Chief, 
Deccan Herald, endorses this view,  

 

Co-operatives have become political oriented these days. 
Incidents of scam occur because though co-operatives are 
people's movement people are not involved at all.  

Sandeep Bamzai, Business Editor, Hindustan Times in the 
case of Madhavpura Co-operative Bank scam feels, 
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The empirical study will be carried out by means of a 
regression analysis, whose dependent variable is the 
profitability average and whose independent variable is the 
risk average. The system notation for each dimension is: 

 

Yi = i + i Xi + ui (i= 1,2,......n) (6) 
 
Where Yi is an n x 1 vector which represents the average 
profitability variable of firm i for the analysed period; Xi is an n 
x 1 vector which represents the standard deviation of the 
profitability from each firm during the studied period. Since we 
do not have at our disposal the annual accounts of each 
marketing firm, which makes up the sample from the Bank of 
Spain, this analysis is only carried out for the Andalusian 
horticultural co-operatives. We shall use three different 
measurements of profitability and their corresponding risk 
measurements.  
Table 9. Variables of profitability-risk analysis. 
 
In general terms, for the entities under study, the first profit 
indicator (M), would be outlined by the liquidation policy to the 
partners. The economic and financial profitability are 
efficiency measures; the former relative to the generally 
invested monetary unit (assets) and the latter relative to 
the capital contributed by the partners (self-financing 
earnings).  

The results by means of an ordinary least-squares 
regression are shown in Table 10. In general terms, the 
positive relationship between profitability and risk is obvious. 
Nevertheless, the values are not significant if we consider the 
first dependent variable, the sales margin. This may be due to 
the fact that, especially in recent years, these entities also 
have other income items, basically subsidies, which 
counterbalance the lower M, as a consequence of the 
liquidation to the producing partners (according to the 
principles of the social economy). The parameters certainly 
show a significant relationship between economic profitability 
and its resulting risk, especially between financial profitability 
and its associated risk (also with a higher R

2
). This may 

indicate a suitable strategy for the achievement of better 
profits in the face of the high risk, which the studied entities 
must confront. Generally, one also deduces results that are 
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positively or directly related to the economic theory based on 
the hypothesis of risk aversion. 
 
Table 10. Relationship between profitability and risk in the 
Andalusian co-operatives (1993-1998). 
The values of t-statistic are given in brackets: ** 5% 
significance level, * 10% significance level. 

 

4. Conclusions 
 
Overall, co-operatives (qualified as organisations of 
producers in the current CMO) have become increasingly 
important for horticultural marketing. This situation is 
determined, above all, by a more direct link between farming 
and food distribution centres. The incidence of this fact, 
measured by the increase of the value added and its effect on 
profitability rates, is the main incentive for the development 
experienced by these entities in the fruit and vegetables 
sector. Also the fulfilment of demand requirements (quality 
and added utilities) directly transmitted by the distribution 
chains, represents a technological renewal and a 
specialisation tendency, as well as new concepts from the 
management point of view. These factors are resulting in a 
better market position and a change in strategic management 
of many co-operatives compared to the traditional functioning 
in the social economy.  

The results of the different comparative analyses carried 

Variables  Measurements of 
profit and risk 

Definition of 
variables 

1. Sales margin (M) PBIT/sales 

Profitability (Y) 
2. Economic 
profitability (EP) 

PBIT/total assets 

3. Financial 
profitability (FP) 

PBIT/capital 

Risk (X) 

1. Risk of sales 
margin (RM) 

Standard deviation 
of M 

2. Risk of economic 
profitability (REP) 

Standard deviation 
of EP 

3. Risk of financial 
profitability (RFP) 

Standard deviation 
of FP 
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But I do mind. I would have liked to address him as Sir 
Robert and I would have loved to call Beryl Lady Marshall. 

 
T F Carbery 
October 2003 
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other organisation. The Chairman was the late Sir Kenneth 
Alexander who was involved in the Upper Clyde Shipbuilders 
exercise and who went on to run the Highlands and Islands 
Development Board, Principal at Stirling University and 
Chancellor of the University of Aberdeen. PACE, in its 
structure and activities, was very akin to the Fabians. Thus it 
hald meetings, received ‘papers’ or other lectures. It initiated 
minor research programmes and responded to relevant green 
and white papers. It no longer exists. 

The other bigger organisation was our Society for 
Co-operative Studies which operated at national level but was 
at its best in London, the Midlands, Manchester and Glasgow. 
It publishes its Journal, holds occasional meetings and 
annually holds an AGM. 

From its earliest days the Society succeeded in bringing 
together those involved in the day-to-day business 
activities of the co-operatives, the Union and the 
federations, lay activists and academics with an interest in 
the movement which ‘interests’ generally extended to an 
anxiety to see the co-operative trading organisations 
prosper. 

From the very beginning, Bob Marshall was at the heart of 
our affairs. He was like the centre-piece of a clock around 
which the attention is paid yet without its omnipresent 
efficiency nothing would occur. 

It was in no small measure that through his influence the 
Society was supported by political, academic and ‘trading’ 
giants. 

Not least were his activities as Editor of the Journal. 
Ostensibly there were two editors, R L Marshall was one and 
I was the other. In fact, Bob Marshall did 90-95% of the work, 
yet he never complained. Even after he retired he remained in 
post as Editor and remained a stabilising influence on our 
affairs. 

Yet again it was substantially under his leadership that the 
Society was extremely wide-ranging in its interests. 

In no small measure, Bob Marshall and the Society for 
Co-operative Studies were synonymous. 

It is a matter of considerable regret that Robert Marshall 
never received the knighthood he so rightly deserved. Bob 
would not and does not mind. It probably never occurred to 
him. 
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out between the Andalusian co-operatives and the 
horticultural marketing firms nationwide reveal the facts 
described to a great extent. Generally, we can establish the 
following conclusions: 
 

• From the economic and financial point of view we 
can deduce a more favourable performance of 
co-operatives within the context of national 
horticultural marketing firms, on the basis of debt, 

solvency and liquidity indicators. This is due to a 
higher capitalisation and a lower need to finance 
current assets. The average profitability ratios for 
this period are generally higher in the Andalusian 
co-operatives. The effects of negative capital 
gearing are also smaller in co-operatives compared 
to the national firms dedicated to the trade of fruits 
and vegetables.  

• Thanks to the efficiency results and situation 
determined by the ratios, it can be deduced that the co
-operatives studied are functioning along the lines of 
trading firms rather than traditional entities within the 
social economy. This situation can be considered 
appropriate if we take into account the major 
renovation of facilities and especially the higher risk 
levels of the horticultural sector due to the 
substantial price fluctuations of the market. We can 
also observe a management strategy of adapting 
the profit to the existing risk level of the 
co-operatives. This is determined by the positive 
relationship among the economic-financial 
profitability ratios and their variability indicators.  

• All in all, we can confirm that a change is taking place 

Dependent 
variable  

i i 
R

2 

M 0.91
**
 

(3.16) 
0.51 

(1.14) 
0.39 

EP 1.42
**
 

(5.39) 
0.62

*
 

(1.91) 
0.52 

FP 2.06
**
 

(7.67) 
0.75

**
 

(4.08) 
0.61 
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in the strategic management of the marketing 
co-operatives for the fruit and vegetables sector, giving 
more relevance to economic targets. This change in 
business strategy is leading to a high level of 
efficiency. This efficiency and the situation in the 
agricultural and foodstuff chain are resulting in a highly 
competitive position for co-operatives within the sector. 

 
Emilio Galdeano Gómez is a Doctor in Economics. His 
research focuses on Agricultural Economics. From 1994 
to 1998 he was the manager of a horticultural 
co-operative. Since 1998 he has been a lecturer in 
Applied Economics of the University of Almería. 
 
Notes 
 
1 A traditional premise in economic theory: Lypsey (1991), 

Samuelson and Nordhaus (1993), among others. 
2 As a result of these new elements, the current consumer will 

be characterised by the following: 
· The demand for more information on containers, better 

presentation or more demand for value for money.  
· The demand for faster access to product and faster 

preparation of food.  
· Commitment to a given brand due to aspects such as low 

price, warranty and confidence.  
· Greater concern for healthcare.   
· Greater product differentiation and the appearance of a 

greater variety of consumer groups.  
3 Thus, the current Common Organisation of the Markets COM 

(according to European Commision EC Regulation 2200/96 
and subsequent modifications such as 2699/00) aims for the 
development of the Organisations of Producers of Fruit and 
Vegetables (OPFV). This is seen as a fundamental element for 
the self-regulation of the sector and for greater 
competitiveness at an international level.  

4 Spanish production of fruits and vegetables is approximately 
20 per cent of the EU total (MAPA, 2002). There is a wide 
diversity of produce, including several important export items 
(tomato, pepper, orange, lemon, strawberry or peach, among 
others). In regions like Valencia, Murcia or Andalusia the 
expansion of production has been possible thanks to the 
development of the trading structures in the producing areas. 
Here the co-operative is of increasing significance for 
planning according to the new market requirements imposed 
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make Bob Marshall the Principal. He stayed and served it 
magnificently until he retired. Not only was he Principal of the 
College, he was the Chief Educational Officer of the Union 
and so of the Educational Executive. I had the good fortune to 
be coupled to that body. So it was I worked with Bob, Bill 
Lawn and Walter Frost - the two chairmen under whom I 
served. 

My CV tells me that I did almost 20 years on that body and 
so came to know and appreciate his many qualities. That 
linkage was extended when in our different ways, we served 
the then Independent Broadcasting Authority. Bob served on 
the ITV forerunner of the Broadcasting Complaints 
Commission. The broadcasters found him severe which is 
another way of saying that, knowing their duties and 
obligations, Bob thought they should adhere to them. 

The same integrity, probity and rectitude came through in 
his years on the Monopolies Commission. 

And so to the second of the under-recognised features - 
his role in the affairs of the Society for Co-operative Studies. 

This story starts with a Professor Lambert, a Belgian who 
came to these shores with a missionary zeal. 

Professor Lambert represented - indeed was - CIRIEC, a 
quasi-research organisation, strongest in mainland Europe 
and non-existent in Britain. He travelled widely advocating 
that we join his organisation and its advocacy of the merit of 
the public and co-operative sectors of economy. It would be 
ungracious to say Lambert was a ‘Bon Viveur’ but he revelled 
in the generous hospitality we provided. 

Lambert both succeeded and failed! 
He failed in that no CIRIEC units were formed in Britain. 

Truth to tell, not many of those whom he saw warmed to 
Professor Lambert. The few CIRIEC folk in Britain 
encountered through him were very European. They, like 
Lambert were good linguists who went in and out of German 
and French with an ease that was both admired and 
resented. We may even have been a shade xenophobic. 

He succeeded in that two other organisations did come 
into being. 

One was PACE - Public and Co-operative Enterprise. 
This was based in West Central Scotland and centred on 

and in the Economics Department of the University of 
Strathclyde. It had a stronger ‘trade union’ interest than the 
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great things. 
It is a digression but the ‘supplanted stock’ of Ulster was 

largely of this tradition - Scots by ethnic language and 
Presbyterian by affiliation. The Americans called them the 
Scotch-Irish. They contributed very substantially to the War of 
Independence, the Declaration of Independence, the writing 
of the constitution and the formation of the nation. 

Bob Marshall was and is of this tradition. He was born and 
raised in Chryston, a mining village off the Glasgow-Stirling 
road. His two grandfathers, his father and his uncles were 
miners. Aged 11 he went to Coatbridge Academy, a Scottish 
senior secondary. He was day and came out with an 
exceptional Scottish Higher Leaving Certificate. 

In the early evening of the day the results of ‘The Highers’ 
became known, two National Union of Miners office bearers 
called at the house to see Robert’s father. Their message 
was simple and generous. “That chiel of yours is too good to 
have anything to do with mining. No way is he going to be a 
clerk. Tell him to pick a university and we’ll pay for it.” 

So it was that Robert Leckie Marshall went up to St 
Andrews, came down with a double first in classics and 
English and went on to do post-graduate work at Yale.  

After America he taught for a spell, then came the war. He 
went into the Army, was commissioned and rose. By the end 
of his service he was a Lieutenant Colonel. 

It was while he was in the Army that he met and married 
Beryl. She had been on a bond-selling tour of Canada. On 
her return he met her off the boat at Southampton. He had 
an emergency marriage licence. Fortunately and wisely 
she accepted his proposal. The honeymoon was in 
Llandudno. 

It was to prove to be a wonderful marriage. Each had 
attributes denied to the other. They became the epitome of 
synergy. 

The story of the remarkable acquisition of Stanford Hall 
near East Leake and the part played therein by Arthur 
Hemstock of the Co-operative Productive Federation - an 
organisation of producers’ co-operatives mainly in footwear 
and clothing and strongest in Leicester and Nottingham is 
outwith our remit but is worth the telling. 

What is important is that the Educational Executive of the 
Co-operative Union had the good fortune and wisdom to 
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by the large-scale foodstuff distribution. 
5 We find here an indication of the change in management 

strategy of the horticultural co-operatives, in which the aim of 
capitalising the entity is gaining ground over more traditional 
ones. This tendency can also be noticed in recent years in other 
co-operative sectors nationwide (Barceló et al, 1995). In the 
sector under study it is due, among other factors, to the 
considerable instability of the horticultural market. There is also 
a greater need to renew investment because of their 
remarkable share in the agricultural and foodstuff chain, 
characterised by permanent innovation and adjustment to the 
increasing requirements of demand.  

6 We should also take into account the importance of financing 
subsidies (through the Institute for the Promotion of 
Andalusia, among others) during the period of study, which 
helped to decrease the cost of credit for the Andalusian co-
operatives. 

7 This situation is due to different factors related to the 
characteristics of marketing for fresh products. Other factors 
are also important: reduced variety of produce, lack of 
concentration of co-operatives and a relatively reduced scale, 
among others, which imply less market power to negotiate 
with distribution chains especially. 
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Guest Editorial 
 
R L Marshall: 90 not out – and still wonderful 

 
There must be very few active co-operators in the UK who do 
not know that Dr Robert L Marshall, his family and his friends 
and one time colleagues have been celebrating his 90th 
birthday – and looking forward to further years of his company 
and wise observations. Over the late summer and early 
autumn Co-operative News carried testimonies from a range 
of co-operators. Tribute was paid to his Principalship of the 
Co-operative College, his Presidency of Congress and his 
general standing in the movement. One-time students and 
former colleagues in the employment of the Co-operative 
Union (now Co-operatives

UK
) wrote eloquently about his 

learning, his wisdom and his inspirational administration. 
Individuals gave testimony to the help and advice that had 
received. Careers had been fashioned and influenced and it 
was reported that some had prospered beyond, far beyond, 
the expectations, indeed the dreams of the beneficiaries. 

Anyone who read carefully - and many did - could be 
excused for thinking that it had all been said. Yet they are 
wrong. Two other aspects - at least two other aspects - of this 
great man have yet to be reported, one of great relevance to 
this Society. 

The first is that Bob Marshall is a Scot. More, he is in and 
of the line of the Scottish Reformation. That Reformation was 
different from the opportunistic version in England. It created 
a people of hard work, of principles, of duty. It was one of the 
greatest contributors to the Protestant work ethic. 
Furthermore the Scottish Reformation put great emphasis on 
education. 

Knox looked for a Dominie in every parish. There would be 
three educated, well-educated men in every parish - the 
Laird, the Minister and the Dominie. In the 16th Century, 
Scotland had four universities (five if one counts the two in 
Aberdeen separately), while England and Wales had two - 
Oxford and Cambridge. Buchan and Scott wrote about the 
‘Lad O’ Pairts’, the boy who came from ‘nowhere’ and by 
intelligence, hard work, study and diligence goes on to do 
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stimulate debate and influence research direction to further 
strengthen the bridge between practitioners and academics. 

 
Ian Pyper 
December 2003 
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to make progress it is essential that we develop a reliable 
definition of this sector. The failure of existing definitions is 
itself a handicap to the development and credibility of these 
enterprises. As a first step we are suggesting the 
identification of dimensions that play a significant role in our 
understanding of which enterprises we are interested in 
studying. What is it about social economy businesses that 
make them different?  

We suggest that the following dimensions help to 
distinguish the social economy from the dominant economic 
model under capitalism. We propose these as a list to aid 
ongoing discussion; although we offer our views of how they 
define the social economy this is merely as a stimulus to 
further discussion. 

• Ownership
• Control
• Values
• Product
• Source of finance

Ownership is clearly key to any explanation of the social 
economy. When we talk about this sector we do not have in 
mind a share-based company where dividends are divided 
amongst a limited range of shareholders. Nor are we thinking 
of a business which is a subsidiary of a large multinational 
grouping. For an enterprise to be identified as forming part of 
the social economy it must be locally based and owned with a 
significant proportion of its value owned by its own 
employees. 
 Control is another important defining aspect of the social 
economy. ESOPs can meet the first criterion if a sufficient 
number of employees buy up shares in their own company, 
but these employees are never given a significant degree of 
power in decision-making within the enterprise. Without this 
ability to exercise control employees are in some ways more 
subject to control by their employer than those in a 
traditionally owned firm. Whether through substantial union 
involvement in decision-making or through electing their own 
representatives to the board, or through direct democracy of 
all members of a small co-operative business, employees in a 
social economy enterprise must have genuine power to 
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Producer and secondary co-operatives are also seeing 
something of a renaissance, at least in the Welsh context, 
where Tower Colliery, the only worker-owned coal-mine in the 
world and the only remaining deep mine in south Wales, is a 
shining example. Tower has been operating in a highly 
competitive sector for eight years, returning a surplus and 
paying a dividend in most of those years. It also plays an 
important role in the local community by its multiplier effect: it 
is estimated that without it the local economy would lose up to 
£10 million per year (Heath, 2000). To the 239 members of 
the original co-operative have been added another 61, 
making a workforce of 300 people, 90 per cent of whom are 
shareholders. In December 2002 the Western Mail published 
a list of Wales’s top 300 companies. Tower Colliery was 
number 174 on the list, with a £28m turnover, profits of £2.7m 
and a 26.8 per cent return on capital (for more details see 
Keenoy et al, 2003; Cato, 2004). Wales has also seen a large 
increase in the number of secondary co-operatives in the 
agricultural sector, in response to falling stock prices and 
supermarket power.

2

In the wider European context Spain is considered to have 
a thriving social economy, employing 200,000 in Catalonia 
alone (Holmstrom, 1993). Holmstrom sees the Spanish 
co-operatives, including Mondragon, as a response to 
economic failure, although he also considers the cultural 
background and the economic history of worker control within 
Republican Spain (1936-9) as part of the explanation for their 
success. This success is best represented by Danobart, 
Spain’s largest machine-tool firm, which is part of the 
Mondragon group. 

France also has a thriving économie sociale made up of 
three sectors: co-operatives, mutual societies, and social 
economy associations. The sector is based on the principle of 
non-profit-making, democratically organised enterprises that 
are independent of the state and have a concern with human 
development. As in the Spanish case, the decision to become 
a co-operative is often a defensive one. An example is 
LACOM, a manufacturer of phone equipment which was 
created from a bankrupt company in La Manche. It is now the 
third largest company in its field. At a conference comparing 
the social economies of the UK and France  
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A shared hope was identified: that as an alternative to 
rampant individualism, collective self-employment could be 
a basis for employment, and that the institutions of the 
social economy could anchor capital. (Wilson, 1996: 15) 

One result of the marginality of co-operatives in 
discussions of the economy is the paucity of literature 
providing either measurement or theoretical discussion of 
their development. The latest analysis was provided by the 
Co-operatives Research Unit of the Open University (Hobbs, 
1989) and relates to 1988. Their findings are presented in 
Table 1, which indicates the absolute number of 
co-operatives in each UK region, together with an indication 
of their prevalence in the various regions. 

Table 1. Regional distribution of co-operatives in the UK 
Source: Hobbs, 1989; ONS 2001 census. 

In spite of the fact that the movement towards the 
co-operative form is often a defensive one, the successes of 
the co-operative movement should not be underestimated. 
Once businesses do organise themselves along co-operative 
lines they are often very successful by standard economic 
indicators, which is particularly impressive given the fact 
that they may have been created only as an alternative to 
bankruptcy. ICOM figures indicate that local initiatives 
through Co-operative Development Agencies and local 
authorities in the UK in 1983-4 created 2,000 new jobs at a 
cost of £1,500 per job. This compares favourably with many 
of the inward investment projects that have created jobs in 
Wales in recent years: the average cost per RDA (regional 
development agency) job given in the report is £3,510, while 
the cost of keeping a person on the dole is £7,000 (Taylor, 
1986). 

Credit Unions 

Because of their specific legal status, credit unions are 
another social economy institution that enjoys a specific 
definition: 

A credit union is a co-operative society offering its 
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bureaucratic and failing to respond to local need, but which 
have also faced a long history of underfunding (UK funding to 
the public health sector is around 7 per cent of GDP 
compared with an EU average of between 8 and 9 per cent: 
Appleby and Boyle: 2002). 

However, the idea of the mutual provision of public 
services is distinct, mainly because it will blur the division 
between public provision and non-profit or charitable 
provision. Mayo and Moore (2001) see what they call ‘the 
mutual state’ as a new form of social contract that will not only 
ensure more responsive, diverse public services but also 
have a wider positive effect of engaging citizens with the 
democratic system they have grown disillusioned with. They 
offer examples such as Greenwich Leisure, which was hived 
off from local authority control and increased its income 
threefold in six years while providing better leisure services to 
local people. Other commentators are more sceptical and see 
the move towards ‘mutualisation’ of public services as a form 
of creeping privatisation that will inevitably lead to competition 
and inequality between hospitals (see former Labour Health 
Secretary Frank Dobson, 2002). Just as the ideological 
support for the charitable sector during the Thatcher years 
undermined that sector’s ability to function freely, so the 
hijacking of the term mutualism by a government with failing 
popularity and its attachment to a failing sector may handicap 
the further development of the social economy. 

The role of the academic is to report developments in the 
social economy and provide some sense of its size and 
scope. Such measurement is impossible without a rigorous 
definition of that sort that has been missing so far. As a first 
step in the following section we suggest the pragmatic 
development of an operational definition to guide further 
analytical and audit-based work in this field. In order to 
proceed to assess how many social-economy enterprises we 
have, and how they function, we need to have a rule-of-thumb 
for defining them. The next section proposes how we might 
develop such a definition, along various dimensions that are 
at the heart of this discussion. 

Development of an operational definition 

For those of us committed to researching the social economy 
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The distinction between public service provision and non-
profit provision to fill the gaps in it appears to be being blurred 
by the development of a new form - or at least a new 
definition - that of ‘public interest companies’. (Maltby, 2002). 
The Institute for Public Policy Research defines such 
companies as organisations which: 
 

• do not have shareholders, or if they do have 
shareholders are restricted in the ability to receive 
dividend payments and sell their holding for profit; 

• are to some degree independent from the state; 
• deliver what could be termed ‘a public 

service’ (Maltby, 2002: 8). 
 
The report sees this type of organisation as a response to 
two factors: the demutualisation of Industrial and Provident 
Societies on the one hand; and the restrictive nature of 
charity legislation on the other.

4
 Its author admits that there 

has been some confusion between public interest companies 
and non-profit companies, especially because such 
companies tend to fill a similar role in other countries such as 
the USA and Germany. However, it is keen to keep the 
distinction for reasons that are, as much else in the definitions 
in this field, are political as much as academic. 

 
In our view the term not-for-profits as a description of these 
organisation is unsatisfactory. It is neither accurate (all of 
these organisation will want to generate surpluses) nor 
helpful (it would be unwise to make these organisations 
sound like they have a limited commercial orientation to 
the financial markets). (Maltby, 2002: 7) 
 
In some ways the latest proposal for reorganisation in the 

NHS can be seen as related to these public interest 
companies. The ‘foundation hospitals’ planned by Health 
Secretary Alan Milburn to be functioning by April 2004, will be 
turned into not-for-profit businesses. They will have contracts 
with local organisations rather than through central 
government planning, but will still be subject to inspection by 
government watchdogs and expected to meet national targets 
(Parker, 2002). This is another attempt to solve the perceived 
problem of public services in the UK, which are seen as over-
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members loans out of the pool of savings built up 
by the members themselves. A union is formed by a 
group of people with a common interest or ‘bond’ - 
working for the same employer, living in the same 
area or belonging to the same church, club, or 
ethnic group. By agreeing to save regularly they 
build up a fund from which they can borrow at 
favourable interest rates … The common bond 
between members is intended to minimise the risk 
of default on loans. A credit union is a non-profit 
organisation, controlled by its own membership. 
(Berthoud, 1989: 1) 

 
Here we see some overlap with other definitional categories, 
particularly co-operatives, of which credit unions may be 
considered a subset, and non-profit organisations. 

Credit unions have had very different histories in different 
countries, in terms of their growth in numbers and assets. 
They first developed in Germany and Italy in the 1850s and 
1860s and spread rapidly in North America during the first 
half of the 20th century. The USA now has more than 16,000 
credit unions with a membership of 54 million. In Canada a 
quarter of adults belong to a credit union. In Ireland there are 
388 covering a membership of 654,000 (Berthoud, 1989). In 
the USA some 36 per cent of the population are members of 
a credit union and in Ireland the figure is as high as 44 per 
cent (Balkenhol, 1999). In Great Britain

3
 credit unions have 

not taken off to the same extent. The first was founded in 

Region No Co-operatives per 100,000 
East 88 1.633212 
East Midlands 144 3.451434 
London 390 5.437786 
North East 95 3.776617 
North West 167 2.4815 
Northern Ireland 10 0.593378 
South East 77 0.962434 
South West 99 2.008742 
Scotland 99 1.955744 
Wales 82 2.824581 
West Midlands 105 1.993417 
Yorks/Humbs 141 2.839972 
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1964 and their existence was encouraged by the passing of 
the Credit Union Act in 1979, leading to the foundation of 70 
new credit unions by 1982. ABCUL, the main trade 
association for credit unions in Britain currently has 483 
members and lists the total number for the UK as 685. 
Although credit unions are still marginal in Great Britain, 
they have experienced recent growth, especially in Wales, 
where their development is being supported by the Wales 
Co-operative Centre with funding from the Welsh 
Assembly. 

Employee Share Ownership Plans 

Employee Share Ownership Schemes (ESOPs) represent 
one means of spreading the ownership of firms more widely 
amongst employees and they have been considered by some 
to form part of the social economy. ESOPs work by using 
future company earnings to pay off company-guaranteed debt 
and then leverage capital to acquire company shares which 
are then sold to employees. US family-owned business 
Cargill, for example, used an ESOP in 1992 to acquire 17 per 
cent of its shares, enabling the heirs to liquidate their assets 
while keeping financial control of the company within the 
wider family of the company and its employees. ESOPs can 
also be used to obtain capital to fund acquisitions. Employees 
can be asked to ‘buy their own jobs’ and may see substantial 
shareholder returns in a good economic climate, although the 
schemes involve no management power or increased role in 
decision-making. 

In the USA, where the idea was developed, the financial 
impact has been huge: some 9 per cent of the more than $8 
trillion of corporate equity was owned by employees in the 
late 1990s, with a market value of $750 million (Gates, 1999). 
However, the inherent instability of the schemes is made 
clear by the realisation that recent Wall Street falls will now 
have reduced this value of stock to closer to $400 million, with 
employees seeing their share values halved. Spain has a 
similar scheme known as SAL (salt), standing for Sociedad 
Autonomina Laboral (autonomous workers’ society). In such 
schemes, at least 85 per cent of permanent employees must 
be shareholders and a single shareholder cannot own more 
than 25 per cent of the shares (with the exception of the state 
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or a local authority, which is limited to 49 per cent). As in the 
case of most co-operative businesses the value of the 
enterprise is kept in an indivisible reserve fund (Holmstrom, 
1993). 

ESOPs have developed as a mechanism for giving 
employees a stake in the success or failure of their own 
company, and thus of improving incentives. Operating a 
share ownership scheme links the individual employee with 
the profit of the firm and is then expected to increase 
productivity. Supporters of such schemes as a way of ‘sharing 
capitalism’ consider that ‘principled employee ownership 
offers a promising starting point’, with ESOPs being equally 
important in ‘spreading capitalism among the general 
population’ as stock brokers (Gates, 1999: 60). These 
schemes form part of a whole raft of measures to reinvigorate 
US capitalism sometimes referred to as the Universal 
Capitalism Movement. For the employee there can be a 
significant down side. Effectively, by buying the shares of 
the company she or he works for, the employee is sharing 
the risk of the entrepreneur for what is probably a lower 
share of the potential profits. She or he is also putting all 
his or her eggs in one basket, by relying on selling the 
shares to cover future retirement income. If the company 
folds (the most spectacular recent example was Enron) or 
the general economic climate worsens, there may be little or 
no income in old age. 

Mutual Public Services 

One response to the failure of the public provision of services 
has been the gap-filling role played by the social economy, 
often in the form of charitable enterprises, as described 
above. According to a survey of community enterprises in 
Scotland (McGregor, 1997): 

As the public sector has retrenched the Third Sector has 
moved into areas of service provision that it does not pay 
the private sector to exploit. 

Non-charitable voluntary provision has also been found in 
areas where the state has failed to recognise a need, the 
foremost example being the hospice movement. 




