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main rule is that the surplus of the co-opera-
tive may not be distributed directly in money 
among the members, the Finnish Co-operative 
Act allows any surplus to be distributed to the 
members only if so stipulated in the rules of 
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they are supposed to mediate to management” 
(Tuominen et al. 2009, p. 29).  In these cases 
growth through investments may become 
emphasized at the expense of refunding the 
membership. 

In sum, due the various reasons presented 
above it seems that for co-operatives “the 
agents (managers) have more freedom of 
action than in conventional enterprises and 
will not be under pressure to perform accord-
ing to member interests” (Spear 2004, p. 49). 
Therefore it is interesting to analyse whether 
there are differences between the financial 
performance and efficiency of co-operatives 
and limited companies in order to ascertain 
whether the co-operative actually operates as it 
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Table 1 –Descriptive statistics

Variables Mean Std dev Min Max Median
Limited companies N=28

sales of 2009 (million Euros) 25.2 9.3 15.4 48.9 21.5

sales of 2008 (million Euros) 25.0 10.6 14.3 58.3 21.5

total assets of 2009 6.1 4.0 2ion Euros)
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Table 2 reflects correlations based on the financial statement measures of 2009. The cor-
relations in Table 2 show that sales is statistically significantly positively related to the measures 
total assets / sales and personnel expenses / sales
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Analysing Differences Between Co-Operatives And Limited Companies

The descriptive information is shown separately for regional co-operatives and limited companies 
in Table 3. An independent-samples T-test was applied to test for differences between these two 
groups.

Table 3 – Differences between co-operatives and limited companies

Financial statement information of 
co-operatives and limited companies Co-operatives Limited 

companies t-values

1A) Total assets / sales of 2009 (%)
mean 
std. dev.

53.7
9.1

23.5
9.7

11.25***

1B) Total assets / sales of 2008 (%)
mean 
std. dev.

50.2
7.8

23.6
10.6

9.84***

2A) Cash and receivables / total assets of 2009 (%)
mean 
std. dev.

15.9
7.7

40.6
16.0

-6.66***

2B) Cash and receivables / total assets of 2008 
(%)
mean 
std. dev.

17.1
8.2

40.3
13.1

-7.26***

3A) Shareholders ´equity / total liabilities of 2009 
(%)
mean 
std. dev.

55.4
17.1

55.2
20.7

.039

3B) Shareholders´ equity / total liabilities of 2008 
(%)
mean 
std. dev.

56.2
17.1

49.7
20.5

1.20

4A) Total earnings / shareholders´ equity of 2009 
(%)
mean 
std. dev.

80.2
15.5

95.7
18.8

-3.12***

4B) Total earnings / shareholders´ equity of 2008 
(%)
mean 
std. dev.

80.1
15.4

95.6
18.8

-3.11***
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5A) Dividends or distributed surplus / total earn-
ings of 2009 (%)
mean 
std. dev.

1.6
1.7

8.2
5.6

-5.33***

5B) Dividends or distributed surplus / total earn-
ings of 2008 (%)
mean 
std. dev.

1.7
1.5

14.4
21.8

-2.72***

6A) Dividends or distributed surplus / net assets of 
2009 (%)
mean 
std. dev.

1.3
1.4

7.8
5.3

-5.60***

6B) Dividends or distributed surplus / net assets of 
2008 (%)
mean 
std. dev.

1.3
1.3

13.4
20.4

-2.77***

7A) Profit margin of 2009 (%)
mean 
std. dev.

3.3
1.1

3.8
3.5

-.71

7B) Profit margin of 2008 (%)
mean 
std. dev.

3.8
3.5

3.4
3.6

.15

8A) Equity ratio of 2009 (%)
mean 
std. dev.
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the value of the company or derive benefits 
by raising the value of the company in the 
same way as it is possible in limited compa-
nies overall and especially in owner-managed 
companies. An interesting finding is that even 
though variables 9A and 9B differ statistically 
significantly, variables 7A and 7B do not differ 
between co-operatives and limited companies. 
This result may indicate that the S-group (and 
regional co-operatives), as a large actor and 
purchaser, gets greater discounts from suppli-
ers and that its supply chain works efficiently. 
But they lose this cost benefit due to higher 
personnel expenses and therefore profit mar-
gins in co-operatives and limited companies 
are equal.

Variables 3A,B and 8A,B do not differ statisti-
cally significantly. This result may indicate that 
the management in co-operatives and in lim-
ited companies are equally ready to take risks 
and finance investments also with debt. 

Variables 5A,B and 6A,B differ statistically 
significantly between co-operatives and limited 
companies. This difference is logical: accord-
ing to the Co-operative Act the primary task 
of the co-operatives is to produce services for 
its members whereas the primary task of the 
limited companies is to maximize their own-
ers’ wealth, and one way to execute this task is 
to distribute dividends to owners. 

Between co-operatives and limited companies 
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Linear Regression Results

Table 4 – Linear regression results, measure dividends or distributed surplus / profit for financial year of 
2009 (%) as dependent variable

Model fit All firms Co-operatives Limited companies
N 50 22 28
R square .248 .058 .254
F 2.766** .172 1.501

Model  estimates
b
(std.err.)

b 
(std.err.)

b
 (std.err.)

Constant
-17.557
(15.133)

4.267
(26.897)

4.069
(23.673)

Cash and receivables / total assets 
(%)

.157
(.185)

-.178
(.681)

-.178
(.288)

Profit margin (%)
2.444**
(1.158

.955
(6.106)

2.584*
(1.279)

Shareholders´ equity / total liabilities 
(%) 

-.860
(1.025)

.572
(1.823)

-.623
(1.450)

Equity ratio (%)
.983
(1.066)

-.454
(2.033

.892
(1.478)

Total earnings / shareholders equity 
(%)

.256
(.188)

.066
(.304)

.125
(.267)

*** p< 0.01, ** p< 0.05, *p<.10, b: estimated regression coefficient

Table 5 – Linear regression results, measure dividends or distributed surplus / profit for financial year of 
2008 (%) as dependent variable

Model fit All firms Co-operatives Limited companies
N 50 22 28

R square .317 .237 .225

F 3.523*** .872 1.043

Model  estimates
b

(std.err.)
b 

(std.err.)
b

 (std.err.)

Constant
-17.103
(23.533)

-9.307
(17.127)

14.193
(45.590)

Cash and receivables / total assets 
(%)

.565*
(.318)

.048
(.376)

-.028
(.652)

(Cont.)
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Profit margin (%)
4.497**
(1.727)

3.093
(3.167)

4.484*
(2.461)

Shareholders´ equity / total liabilities 
(%) 

.198
(1.913)

.307
(1.049)

.261
(4.471)

Equity ratio (%)
-.589

(2.003)
-.168

(1.190)
-.687

(4.621)
Total earnings / shareholders equity 
(%)

.406
(276)

.028
(.193)

.400
(.505)

*** p< 0.01, ** p< 0.05, *p<.10, b: estimated regression coefficient

Tables 4 and 5 show the effects of our financial 
performance measures on the percentage of 
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by their owners’ (members’) demands. Never-
theless, even though the quality and range of 
services provided may create debate and con-
flict among members (Tuominen et al., 2009) 
and it may be justifiable for the co-operatives 
to expand their businesses within their oper-
ating regions in terms of securing the services 
(Jussila et al., 2007), in our view a careful con-
sideration should be made in order to ensure a 
proper balance between that kind of operation 
and the creation of consumer surplus.    

Tuominen et al. (2009) stated that markets 
do indeed control consumer co-operatives 
through owners’ behaviours as customers. 
However, it seems that in Finland the markets 
are not truly competitive because the market 
share of S-Group and its largest competitor 
(K-Group) in 2009 was almost 80 per cent. 
Such a market situation is closer to duopolistic 
markets than truly competitive markets and in 
that case, market control via members’ buying 
behaviour is significantly impeded. Thus, if co-
operatives promote their members advantage 
in the best possible way, co-operatives should 
ensure that they also provide “the best deal” 
for their members in markets which are not 
truly competitive. 

In many co-operatives members are satis-
fied with the nature of the member benefits 
they receive. But at the same time members 
should also remember that they have the right 
as members of co-operatives to influence the 
decision-making of management. This means 
that members have the power affect how the 
management of co-operatives use assets and 
at how high a level the return of assets will 
be. This increased power of members is one 
of the most important ways to reduce agency 
costs and opportunistic behaviour by manage-
ment. Thus we suggest that in the future co-

operatives should concentrate on making their 
membership democracy more effective.

To conclude, we believe that our study has 
provided implications for the governance and 
management of co-operatives and limited 
companies and also for policy-makers. How-
ever, the study also has some limitations. For 
example, the sample of our study was quite 
small and only from one country. Thus, in 
the future it would be interesting and fruit-
ful to investigate agency costs and financial 
efficiency to compare different types of co-op-
eratives as well as co-operatives operating in 
different countries   
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