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Abstract

Cooperatives have played a significant role in promoting economic development across the world. This
research paper aims to examine the impact of cooperatives on economic growth, including poverty
alleviation, job creation, and entrepreneurship. The study employs a cross-sectional quantitative
analysis of panel data on 300 cooperatives over 10 years. The dataset includes variables such as sales,
employment, productivity, and exports. The research utilizes panel data regression models to test the
hypotheses based on economic theories and past empirical evidence. The findings suggest that
cooperatives have a positive and significant impact on economic development, particularly in terms of
reducing poverty, generating employment opportunities, and fostering entrepreneurship. The paper
concludes with implications for theory and policymaking, as well as limitations and suggestions for
further research.
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Introduction

Background and Context

Cooperatives are autonomous associations of individuals united voluntarily to meet their common economic,
social, and cultural needs and aspirations through a jointly owned and democratically controlled enterprise.
Historically, the cooperative movement began in the 19th century, particularly with the Rochdale Society of
Equitable Pioneers in 1844, which laid down the foundational principles of cooperative enterprises that are
still followed today (ICA, 2020). Cooperatives serve as vital tools for economic development by pooling
resources and sharing profits among members, fostering equitable wealth distribution. They operate in
various sectors including agriculture, finance, retail, housing, and more. By emphasizing mutual aid, self-
help, and democratic governance, cooperatives contribute to sustainable economic practices and community
empowerment (Birchall & Ketilson, 2009).

Statement of the Problem

Despite the significant role of cooperatives in promoting economic development, several challenges hinder
their effectiveness. These challenges include governance issues, access to capital, and regulatory constraints.
Furthermore, there is a need to understand the specific mechanisms through which cooperatives impact
economic development, particularly in terms of poverty alleviation, job creation, and fostering
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entrepreneurship. The diverse economic contexts and sectors in which cooperatives operate necessitate a
broader examination of their impacts (Mazzarol, Simmons, & Mamouni Limnios, 2011).

Objective and Scope of the Study

The primary objective of this study is to assess the economic impacts of cooperatives, particularly in
terms of poverty alleviation, job creation, and entrepreneurship development. By employing a cross-
sectional quantitative analysis of panel data from 300 cooperatives over a 10-year period, this study
aims to provide empirical evidence on the role of cooperatives in economic growth. The scope of the
study spans various countries, reflecting diverse economic contexts, which helps in understanding the
generalizability of the findings.

To attain the objectives, this paper aims to address the following research questions:
1. How do cooperatives impact poverty alleviation?
2. What role do cooperatives play in job creation and economic growth?
3. How do cooperatives foster entrepreneurship?

Contribution of the Study

This study contributes to the literature by providing empirical evidence on the economic impacts of
cooperatives. It supports theoretical frameworks including collective action theory, social capital
theory, and transaction cost theory. The findings demonstrate how cooperatives enhance income
distribution, create jobs, and foster entrepreneurship, thereby contributing to economic development.
These insights have important implications for policymakers, suggesting that integrating cooperative
models into broader economic development strategies can significantly contribute to achieving
sustainable and inclusive growth. The study also highlights the challenges cooperatives face, such as
governance issues and access to finance, and underscores the need for supportive legal and regulatory
frameworks to enhance cooperative growth and sustainability.

Literature Review

Theoretical Foundations and their Connection to Cooperatives

There are several theories of economics that align with the principles and functions of cooperatives.
Such theories include Marxist Theory and Poverty Alleviation, Neoclassical Theory and Economic
Efficiency, Institutional Theory and Market Access, Behavioral Theory and Social Capital. These
theories also function as the theoretical foundation for the researches in the field of cooperatives.

Marxist theory views cooperatives as tools for redistributing wealth from capitalists to workers,
emphasizing collective ownership and equitable wealth distribution. Studies have shown that
cooperatives enhance the income and wealth of their members by providing better market access and
essential services (Pollet, 2009). This aligns with the research objective of assessing how cooperatives
alleviate poverty.
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Cooperatives have long been regarded as powerful instruments for achieving economic development
through various mechanisms. One significant perspective emphasizes the role of cooperatives in
redistributing wealth and reducing poverty. By establishing collective ownership, cooperatives enable
workers to benefit directly from the profits generated by their labor, rather than these profits being
concentrated in the hands of capitalists. This collective approach not only enhances income and wealth
for members but also promotes equitable wealth distribution across the community (Chaddad & Cook,
2004). Studies have shown that cooperatives can significantly improve members' economic conditions
by providing better market access, fair pricing, and essential services, which are critical for poverty
alleviation (Birchall, 2004).

However, Neoclassical theory focuses on resource allocation efficiency but often questions
cooperatives' operational efficiency due to potential internal conflicts (Novkovic, 2008). Despite these
concerns, empirical evidence suggests that cooperatives can achieve high levels of productivity and
economic growth by leveraging collective resources and democratic governance structures (Mazzarol,
Simmons, & Mamouni Limnios, 2011).

Another important perspective focuses on the efficiency of resource allocation within cooperatives.
This efficient operation of cooperatives is facilitated by their democratic governance structures, which
encourage member participation and commitment (Spear, 2000). However, empirical evidence suggests
that cooperatives can achieve high levels of productivity and economic growth by effectively utilizing
collective resources. Cooperative members often exhibit a strong sense of ownership and
accountability, leading to enhanced productivity and optimal resource utilization (Borzaga & Tortia,
2010).

The ability of cooperatives to operate efficiently within various institutional frameworks further
underscores their role in fostering economic development. This enhanced market access not only
benefits cooperative members by providing better prices and market opportunities but also contributes
to overall economic growth and competitiveness (Sexton & Iskow, 1993). Furthermore, cooperatives
are seen as effective in reducing transaction costs and improving market access, making them more
efficient than traditional market mechanisms (Valentinov, 2004). By pooling resources and leveraging
collective bargaining power, cooperatives can reduce information asymmetries and bargaining costs,
thus creating more inclusive market structures.

In addition to economic efficiency, the social dimensions of cooperatives are also critical. High levels
of trust, reciprocity, and social capital within cooperatives facilitate effective collaboration and resource
sharing among members. This social cohesion is essential for fostering community development and
entrepreneurship (Putnam, 1993). Cooperatives create an environment where members can work
together towards common economic goals, thereby enhancing collective efforts and resource
mobilization. This cooperative behavior is vital for achieving sustainable economic practices and
community empowerment (Harris, 1998). Moreover, Behavioral theory emphasizes trust, reciprocity,
and social capital within cooperatives, which facilitate cooperative behavior and economic activities
(Stanford, 2007). This perspective is vital for exploring how cooperatives foster entrepreneurship and
community development. Similarly, Institutional theory highlights how cooperatives reduce transaction
costs and improve market access, making them more efficient than traditional market mechanisms
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(Muenkner, 2012). This theory is crucial for understanding how cooperatives enhance economic growth
and competitiveness by reducing information asymmetries and bargaining costs.

Empirical Research on Cooperatives and Economic Development
Poverty Alleviation

Cooperatives are instrumental in alleviating poverty by improving the economic conditions of their
members. They provide better market access, fair pricing, and essential services, which are crucial for
enhancing income and wealth distribution. For instance, (Chagwiza et al. 2016) studied the impact of
cooperative membership on dairy performance among smallholders in Ethiopia. Their research aimed
to assess the economic performance and productivity improvements facilitated by cooperative
membership. Through quantitative analysis, they found that cooperative membership enhanced income
for small-scale farmers by improving their access to markets and resources.

Further research highlights that cooperatives facilitate the pooling of resources and collective
bargaining, reducing transaction costs and enhancing market efficiency. This collective approach helps
members achieve better financial outcomes and improves their overall quality of life. Studies also
indicate that cooperatives provide social capital benefits such as trust and reciprocity, which are
essential for sustainable community development and poverty reduction (Kumar et al., 2018; Cafer &
Rikoon, 2018; Ajates, 2021). For example, in Uganda, cooperatives have been found to significantly
reduce poverty among their members by enhancing their capacity to engage in income-generating
activities and providing financial literacy training.

More recently, (Wang et al., 2022) conducted a study in rural Western China with the objective of
evaluating the role of cooperatives in reducing poverty vulnerability among smallholder farmers. Using
a field survey analysis, they found that cooperatives significantly reduced poverty vulnerability,
especially among households with higher economic and human capital. This indicates that cooperatives
are particularly effective in empowering better-off farmers while also benefiting poorer members
through improved resource allocation and market access.

Job Creation

Cooperatives are effective in creating jobs by supporting self-employment and the growth of small and
medium-sized enterprises (SMES). They provide essential resources, training, and networks, which are
critical for job creation. Zeuli and Cropp (2004) aimed to understand the employment contributions of
consumer cooperatives. Using descriptive statistics and longitudinal analysis, they found that consumer
cooperatives show high levels of employment due to their significant market presence and capacity to
create jobs.

This is consistent with Birchall and Ketilson (2009), who highlighted the resilience of cooperative
business models in times of crisis, showing that cooperatives contribute to economic stability and
resilience.
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Additionally, cooperatives offer a platform for skill development and capacity building, which
enhances the employability of their members. This is particularly important in rural and marginalized
communities where employment opportunities are often limited. By creating stable jobs, cooperatives
help support local economies and foster long-term community development.

Entrepreneurship

Cooperatives foster entrepreneurship by lowering barriers to entry for new businesses and providing
initial capital and support. They promote social entrepreneurship, balancing profit-making with social
objectives. Bibby and Shaw (2005) aimed to understand how cooperatives support new business
ventures. They found that cooperatives create sustainable business models that address community
needs, thereby promoting social entrepreneurship.

Handayani and Supriyadi (2016) further demonstrated that cooperatives play a role in promoting
innovation and social responsibility. Their study used case studies and qualitative analysis to show how
cooperatives support entrepreneurial activities and innovation.

Cooperatives also provide a supportive environment for new ventures by offering access to resources,
training, and networks. This enables entrepreneurs to overcome initial challenges and establish
successful businesses. The collective nature of cooperatives ensures that the benefits of
entrepreneurship are widely distributed, contributing to community resilience and economic
sustainability.

Economic Growth

Empirical evidence supports the positive impact of cooperatives on economic growth. Zeuli and Cropp
(2004) found that cooperatives generate substantial employment opportunities, contributing to local
economic stability. Birchall and Ketilson (2009) supported this finding by highlighting the resilience
of cooperative business models in times of crisis.

Kania et al. (2021) investigated the role of cooperatives in enhancing community development and
economic growth in Togo. Their research, using mixed-methods analysis, showed that effective
cooperative management contributes to significant economic growth. Similarly, Fici (2013) analyzed
the impact of cooperative societies in India, finding that they boost local economies by providing better
infrastructure and market linkages for agricultural and artisan products. The reinvestment of profits into
cooperative operations leads to higher overall investment rates within communities, further driving
economic development.

Moreover, cooperatives help stabilize local economies by providing consistent and sustainable sources
of income for their members. They also play a critical role in market expansion and international trade,
as evidenced by the increasing exports from cooperatives in various sectors. This not only boosts the
economic prospects of cooperative members but also contributes to broader economic growth and
development. In Latin America, cooperatives have significantly contributed to regional economic
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integration and growth by facilitating cross-border trade and collaboration among members (Mazzarol
etal., 2011).

By integrating classical and modern theoretical perspectives with recent empirical findings, this
literature review underscores the multifaceted contributions of cooperatives to poverty alleviation, job
creation, entrepreneurship, and economic growth. These insights align closely with the objectives and
research questions of this study, highlighting the need for supportive policies and further research to
enhance the effectiveness and sustainability of cooperatives in diverse economic contexts.

Research Methodology
Research Design

This study employs a cross-sectional quantitative research design to evaluate the economic impact of
cooperatives over time. By using a robust statistical approach, the study aims to provide empirical
evidence on the role of cooperatives in economic development. The cross-sectional design allows for
the analysis of data collected from multiple cooperatives at a single point in time, while the longitudinal
aspect of the panel data helps examine changes and trends over 10 years. This combination facilitates
a comprehensive understanding of cooperatives' impact on key economic indicators such as poverty
alleviation, job creation, and entrepreneurship.

Data Collection Methods

Data for this study were collected from multiple sources to ensure reliability and validity. The primary
data sources included:

e Cooperative Registries: National and international cooperative registries provided detailed
information on the operational and financial aspects of cooperatives.

e Government Reports: Reports from governmental agencies offered insights into the regulatory
environment and economic contributions of cooperatives.

e International Databases: Databases such as the International Cooperative Alliance (ICA) and
the World Bank provided standardized data on cooperatives' performance across different
countries and sectors.

The dataset includes information from 300 cooperatives across various sectors and countries, tracked
over a 10-year period (ICA, 2020). This extensive dataset ensures a broad representation of
cooperatives and allows for generalizable findings.

Tools and Procedures
Analytical Tools

The primary analytical tool used in this study is panel data regression models. These models are
particularly suited for longitudinal data as they can account for both cross-sectional and time-series
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variations. The choice between fixed effects and random effects models was determined using Hausman
tests (Zeuli & Cropp, 2004).

Theoretical Basis for Regression Models

The regression models in this study are grounded in several economic theories that highlight the impact
of cooperatives on economic development. Marxist Theory supports the hypothesis that cooperatives
help in poverty alleviation by redistributing wealth from capitalists to workers. Neoclassical Theory
underpins the examination of resource allocation efficiency, suggesting that cooperatives can enhance
productivity despite potential internal conflicts. Institutional Theory provides the basis for
understanding how cooperatives reduce transaction costs and improve market access, while Behavioral
Theory emphasizes the role of trust and social capital in fostering cooperative behavior and economic
activities.

Procedures:

Variable ldentification. Key variables include sales (financial performance), employment (job
creation), productivity (efficiency), and exports (market expansion). Control variables such as GDP
growth, industry type, and regional economic conditions were also included to enhance the robustness
of the findings.

Data Cleaning. The collected data underwent rigorous cleaning processes to address missing values,
outliers, and inconsistencies. This step ensured the accuracy and reliability of the dataset.

Model Specification. Based on economic theories and past empirical evidence, specific models were
developed to test the hypotheses. These models incorporated control variables to mitigate potential
biases such as selection bias and omitted variable bias.

Sampling

The study uses a purposive sampling method to select 300 cooperatives from various sectors and
countries. This method ensures that the sample includes cooperatives with diverse characteristics,
providing a comprehensive representation of the cooperative sector's impact on economic development.
The sample was tracked over a 10-year period, allowing for the analysis of both short-term and long-
term impacts.

Methods of Analysis and Interpretation of Data

Methods of Analysis

Descriptive Statistics. Descriptive statistics were used to summarize the key characteristics of the
sample cooperatives, including average sales, employment, productivity, and exports. Trends over the
10-year period were also analyzed to identify significant patterns and changes.

Panel Data Regression Models. These models were employed to assess the economic outcomes
associated with cooperatives. The analysis focused on key variables such as sales, employment,
productivity, and exports, with the inclusion of control variables to ensure robust results.
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Robustness Checks. Various robustness checks were conducted to validate the results, including
sensitivity analyses and cross-validation with multiple data sources.

Interpretation of Data. The findings were interpreted in the context of existing theories and empirical
evidence. The study addressed potential biases and ensured data quality through cross-validation and
consistency checks over time. The results were then linked to the theoretical frameworks discussed in
the literature review to provide a comprehensive understanding of the economic impact of cooperatives.

By employing these rigorous research methods, this study aims to provide reliable and generalizable
findings on the role of cooperatives in economic development. The methodological approach ensures
that the results are robust and relevant to policymakers, practitioners, and researchers interested in the
cooperative sector.

Results

This section presents and interprets the data from each table in the study, providing insights into the
key characteristics of cooperatives, trends in economic indicators, and the results of regression analyses.
The findings are also linked to the theoretical frameworks discussed in the literature review to explain
their implications.

Descriptive Statistics

The descriptive statistics in Table 1 illustrate the key characteristics of the sample cooperatives across
different sectors. Agricultural cooperatives, with 100 cooperatives in the sample, show moderate
average sales and employment but relatively lower productivity and exports. This indicates that while
agricultural cooperatives are significant in number, their financial performance and market reach are
more modest. Credit cooperatives, with 50 cooperatives, have the highest average sales and productivity
per employee, indicating efficient financial operations. However, they contribute less to employment
and do not engage in exports, focusing primarily on local financial services. Consumer cooperatives,
with 100 cooperatives, exhibit strong average sales and the highest employment, suggesting significant
market presence and job creation. They also show substantial export activity, indicating successful
market expansion. Housing cooperatives, with 50 cooperatives, show moderate sales and low
employment but high productivity. They do not engage in exports, focusing instead on local housing
projects.

Table 1

Key Characteristics of the Sample Cooperatives

Number of Average Average Average_ Average
Sector Cooperatives Sales Employment Productivity Exports
(USD) (Sales/Employee) (USD)
Agricultural 100 1,200,000 150 8,000 300,000
Credit 50 5,000,000 50 100,000 0
Consumer 100 3,500,000 200 17,500 1,000,000
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Housing 50 2,000,000 20 100,000 0
Total/Average 300 2,675,000 105 56,875 500,000
Source: National Cooperative Development Corporation (NCDC) India, 2022

The data indicates that different types of cooperatives have varied impacts on sales, employment,
productivity, and exports. Agricultural cooperatives, though numerous, have moderate sales and
employment figures, suggesting they operate on a smaller scale compared to credit and consumer
cooperatives. Credit cooperatives show high financial efficiency but have limited job creation and
export activities, reflecting their localized financial service focus. Consumer cooperatives contribute
significantly to employment and exports, indicating a broader market reach and robust economic
activity. Housing cooperatives, while having high productivity, contribute minimally to employment
and do not engage in exports, focusing on local markets. The presence of agricultural cooperatives
highlights their role in redistributing wealth and providing essential services, aligning with Marxist
principles of equitable wealth distribution. The high productivity and financial efficiency of credit
cooperatives support the emphasis on resource allocation efficiency, demonstrating high levels of
productivity as per Neoclassical Theory. Additionally, the market expansion and export activities of
consumer cooperatives underscore their role in reducing transaction costs and improving market access,
which aligns with Institutional Theory.

Trends in Sales, Employment, Productivity, and Exports

Table 2 shows the trends in key economic indicators over ten years. There is a steady increase in total
sales, reflecting consistent growth in cooperative economic activities. Employment also shows a
gradual increase, indicating that cooperatives are creating more jobs each year. Average productivity
remains relatively stable with minor fluctuations, suggesting efficient utilization of resources despite
growing employment. Total exports exhibit a significant upward trend, demonstrating cooperatives'
expanding reach in international markets.

Table 2

Trends in Key Variables

ver Tty Tl Employment A0 e UsD)
2010 700,000,000 30,000 23,333 100,000,000
2011 710,000,000 31,000 22,903 110,000,000
2012 730,000,000 32,500 22,462 120,000,000
2013 750,000,000 33,000 22,727 130,000,000
2014 780,000,000 34,000 22,941 140,000,000
2015 800,000,000 35,000 22,857 150,000,000
2016 820,000,000 36,000 22,778 160,000,000
2017 850,000,000 37,500 22,667 170,000,000

ISSN 2661-6114 109 PEER-REVIEWED JOURNAL



AMC JOURNAL (DHANGADHI)
DOI: https://doi.org/10.3126/amcjd.v5i1.69128

Year 7; August, 2024; Vol. 5; Issue 1, PP, 101-116

2018 870,000,000 38,000 22,895 180,000,000
2019 900,000,000 39,000 23,077 200,000,000
2020 920,000,000 40,000 23,000 210,000,000

Source: USDA Cooperative Programs 2019.

The data reveals a positive trend in total sales and employment over the years, highlighting the growth
and sustainability of cooperative enterprises. The stability in average productivity suggests that
cooperatives maintain efficient operations while scaling up their workforce. The significant rise in total
exports underscores the growing international competitiveness of cooperatives, which can be attributed
to their collective bargaining power and market access strategies. Agricultural cooperatives redistribute
wealth and provide essential services, aligning with Marxist principles. Credit cooperatives' high
productivity and financial efficiency support Neoclassical emphasis on resource allocation. Consumer
cooperatives' market expansion reduces transaction costs and improves market access, aligning with
Institutional Theory. Stable productivity and increasing employment reflect high levels of trust and
social capital, supporting Behavioral Theory. The rise in exports highlights how cooperatives leverage
collective bargaining to reduce information asymmetries and costs, further supporting Institutional
Theory.

Comparative Analysis Across Different Types of Cooperatives

Table 3 provides a comparative analysis of sales across different types of cooperatives over the years.
Agricultural cooperatives show a steady increase in sales, indicating growth in their market activities.
Credit cooperatives exhibit the highest and most consistent sales growth, reflecting the strength and
stability of their financial operations. Consumer cooperatives demonstrate substantial growth,
highlighting their expanding market presence and customer base. Housing cooperatives show
consistent growth in sales, emphasizing their role in providing affordable housing solutions.

Table 3

Comparative Analysis by Cooperative Type

Year gglr;g‘zggga)' Credit Sales (USD) ConsEJLSnSe[;)Sales HOU(SL'JggDia'es
2010 100,000,000 300,000,000 200,000,000 100,000,000
2011 110,000,000 320,000,000 210,000,000 110,000,000
2012 120,000,000 340,000,000 220,000,000 110,000,000
2013 130,000,000 350,000,000 230,000,000 120,000,000
2014 140,000,000 360,000,000 240,000,000 140,000,000
2015 150,000,000 380,000,000 250,000,000 150,000,000
2016 160,000,000 390,000,000 260,000,000 160,000,000
2017 170,000,000 400,000,000 270,000,000 180,000,000
2018 180,000,000 410,000,000 280,000,000 200,000,000
2019 190,000,000 420,000,000 290,000,000 210,000,000
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2020 200,000,000 430,000,000 300,000,000 220,000,000
2021 210,000,000 440,000,000 310,000,000 230,000,000
2022 220,000,000 450,000,000 320,000,000 240,000,000
2023 230,000,000 460,000,000 330,000,000 250,000,000

Source: International Co-operative Alliance (ICA) Reports 2023.

The comparative analysis reveals that credit cooperatives consistently generate the highest sales,
followed by consumer cooperatives. Agricultural cooperatives show steady growth, which reflects their
increasing market activities and the expansion of their market reach. Housing cooperatives, although
having lower sales figures compared to other types, demonstrate consistent growth, indicating their
sustained role in providing housing solutions. The steady sales increase in agricultural cooperatives
aligns with Marxist Theory, emphasizing equitable wealth distribution and income enhancement for
members. The consistent sales growth in credit cooperatives supports Neoclassical Theory's focus on
operational efficiency and optimal resource utilization. Additionally, the substantial growth of
consumer cooperatives underscores the importance of reducing transaction costs and improving market
access, as highlighted by Institutional Theory.

Econometric Results

The econometric analysis, summarized in Tables 4, 5, and 6, evaluates the impact of cooperatives on
poverty reduction, economic growth, and entrepreneurship and job creation, respectively. The
regression results for poverty reduction indicate that the presence of cooperatives has a significant
negative impact on poverty, suggesting that cooperatives effectively reduce poverty levels among their
members. Higher GDP per capita and education levels also show positive correlations with poverty
reduction, highlighting the broader economic and social benefits of cooperatives.

Table 4

Regression Results for Poverty Reduction

Variable Coefficient ~ Standard Error  t-Statistic p-Value
Cooperative Presence -0.5 0.1 -5.0 0.000
GDP per Capita 0.3 0.05 6.0 0.000
Education Level -0.2 0.03 -6.7 0.000

Source: World Bank Poverty Reduction Data 2022.

The regression results for economic growth show that cooperative presence has a significant positive
impact on economic growth, indicating that cooperatives contribute to GDP growth through their
economic activities. The significant impact of cooperatives on poverty reduction supports the theory’s
view of cooperatives as tools for redistributing wealth and providing essential services to improve
members’ economic conditions. Higher investment and export rates also positively impact economic
growth, reinforcing the importance of cooperatives in driving economic expansion and market
integration.
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Table 5

Regression Results for Economic Growth

Variable Coefficient Standard Error t-Statistic p-Value
Cooperative Presence 1.2 0.2 6.0 0.000
Investment Rate 0.8 0.1 8.0 0.000
Export Rate 0.5 0.1 5.0 0.000

Source: International Monetary Fund (IMF) Economic Data 2019

For entrepreneurship and job creation, the regression results highlight that cooperative presence
significantly contributes to new business formations and employment growth. This underscores the role
of cooperatives in fostering entrepreneurial activities and generating employment opportunities within
communities. The positive impact on economic growth aligns with the theory’s emphasis on
productivity and efficient resource allocation, demonstrating that cooperatives can achieve high levels
of economic performance. The enhanced market access and significant contributions to GDP growth
highlight the role of cooperatives in reducing transaction costs and improving market efficiency.

Table 6

Regression Results for Entrepreneurship and Job Creation

Variable Coefficient  Standard Error  t-Statistic p-Value
Cooperative Presence 0.7 0.1 7.0 0.000
Business Formation 0.6 0.1 6.0 0.000
Employment Growth 0.4 0.1 4.0 0.000

Source: Statistical Analysis based on World Bank, IMF, and ILO Data 2022.

The model diagnostics in Table 7 demonstrate the robustness of the regression models used in the
analysis. High R-squared and adjusted R-squared values across all models indicate that the independent
variables explain a substantial proportion of the variance in the dependent variables. The significant F-
statistics further validate the statistical significance of the models, confirming the important role of
cooperatives in driving economic development outcomes. The significant contributions to
entrepreneurship and job creation reflect high levels of trust and social capital within cooperatives,
which facilitate cooperative behavior and economic activities. The role of cooperatives in job creation
supports the theory’s emphasis on providing stable employment and improving the livelihoods of
members.

Table 7

Model Diagnostics

Model R-squared  Adjusted R-squared  F-Statistic p-Value
Poverty Reduction ~ 0.85 0.83 50.0 0.000
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Economic Growth 0.88 0.86 55.0 0.000

Job Creation 0.82 0.80 45.0 0.000
Source: Data Analysis based on Cooperative Registries, Government Reports, and International
Databases 2022.

The analysis of the data from these tables provides compelling evidence that cooperatives play a vital
role in economic development. They contribute significantly to poverty reduction, economic growth,
and job creation. Cooperatives enhance income for their members, generate employment opportunities,
support entrepreneurial activities, and drive economic expansion through investments and exports. The
robustness of the regression models and the significant impact of cooperative presence across all
examined economic indicators highlight the importance of integrating cooperative models into broader
economic development strategies. Future research should continue to explore the long-term impacts of
cooperatives and the effectiveness of different cooperative models in various economic contexts. The
robustness of the models and significant results reinforce the theory’s focus on the efficiency and
effectiveness of cooperatives in achieving economic growth. The significant F-statistics and high
explanatory power of the models underscore the importance of cooperatives in reducing transaction
costs and enhancing market access.

The analysis of the data from the tables provides compelling evidence that cooperatives play a vital
role in economic development. They contribute significantly to poverty reduction, economic growth,
and job creation. Cooperatives enhance income for their members, generate employment opportunities,
support entrepreneurial activities, and drive economic expansion through investments and exports. The
robustness of the regression models and the significant impact of cooperative presence across all
examined economic indicators highlight the importance of integrating cooperative models into broader
economic development strategies. Future research should continue to explore the long-term impacts of
cooperatives and the effectiveness of different cooperative models in various economic contexts.

Discussion

The purpose of this research was to assess the economic impacts of cooperatives, particularly in terms
of poverty alleviation, job creation, and entrepreneurship development. By analyzing a sample of 300
cooperatives over 10 years, this study aimed to provide empirical evidence on how cooperatives
contribute to economic development.

Poverty Alleviation

The regression results (Table 4) indicate that cooperative presence has a significant negative impact on
poverty. This finding is consistent with the literature, which highlights the role of cooperatives in
enhancing income distribution and providing essential services to their members (Mazzarol et al., 2011;
Fici, 2013). Agricultural cooperatives, in particular, have been shown to improve farm productivity and
incomes, directly contributing to poverty reduction (Sustainability, 2024). This aligns with the research
guestion on how cooperatives impact poverty alleviation, demonstrating that cooperatives are effective
tools for reducing economic disparities and improving livelihoods.

Job Creation
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The study found that cooperatives significantly contribute to job creation, as evidenced by the positive
impact on employment growth (Table 6). This finding supports the literature, which indicates that
cooperatives generate substantial employment opportunities both directly and indirectly (Zeuli &
Cropp, 2004; Birchall & Ketilson, 2009). Consumer cooperatives, for example, show high levels of
employment, reflecting their significant market presence and capacity to create jobs (Table 1). This
finding addresses the research question on the role of cooperatives in job creation, highlighting the
importance of cooperatives in providing stable employment and supporting local economies.

Entrepreneurship

Cooperatives also play a crucial role in fostering entrepreneurship, as shown by the significant positive
impact on business formation (Table 6). This aligns with the literature, which describes cooperatives
as forms of social entrepreneurship that balance profit-making with social objectives (Bibby & Shaw,
2005). Cooperatives lower barriers to entry for new businesses by providing initial capital, support, and
networks essential for business growth (Handayani & Supriyadi, 2016; Kania et al., 2021). This
supports the research question on how cooperatives foster entrepreneurship, demonstrating that
cooperatives create an enabling environment for new ventures and innovation.

Economic Growth

The positive impact of cooperatives on economic growth (Table 5) is consistent with previous studies
that highlight cooperatives' contributions to GDP growth through increased productivity and market
access (Chaddad & Cook, 2004; Pollet, 2009). The significant growth in sales and exports over the 10-
year period (Table 2) further underscores the role of cooperatives in driving economic expansion. This
finding aligns with the research objectives and questions, demonstrating that cooperatives are not only
effective in poverty alleviation and job creation but also in promoting broader economic development.

Challenges and Policy Implications

Despite their positive impacts, cooperatives face several challenges, including governance issues,
access to finance, and regulatory constraints. Effective governance and management are critical for the
success of cooperatives (Davis & Donaldson, 1998; Fici, 2013). The study highlights the need for
supportive legal and regulatory frameworks to enhance cooperative growth and sustainability. This is
consistent with the literature, which calls for targeted interventions and policy support to address these
challenges (Muenkner, 2012).

Contribution to Literature and Theoretical Implications

The findings of this study contribute to the literature by providing empirical evidence on the economic
impacts of cooperatives. They support the theoretical frameworks discussed in the literature review,
including collective action theory, social capital theory, and transaction cost theory. The study
demonstrates how cooperatives enhance income distribution, create jobs, and foster entrepreneurship,
thereby contributing to economic development. These insights have important implications for
policymakers, suggesting that integrating cooperative models into broader economic development
strategies can significantly contribute to achieving sustainable and inclusive growth.
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Conclusion

The study found that cooperatives significantly reduce poverty among members by providing better
prices, market access, and essential services, aligning with previous studies (Mazzarol et al., 2011; Fici,
2013). By pooling resources and leveraging collective bargaining power, cooperatives improve
financial outcomes and quality of life. Cooperatives generate substantial employment opportunities,
supporting self-employment and SMEs, which contributes to local economic stability and long-term
community development (Zeuli & Cropp, 2004; Birchall & Ketilson, 2009). Cooperatives also foster
entrepreneurship by lowering barriers to entry, providing capital, and offering support networks,
creating an enabling environment for business growth (Bibby & Shaw, 2005; Handayani & Supriyadi,
2016). This support drives innovation and resilience in local economies. Additionally, cooperatives
contribute positively to GDP growth through higher productivity, improved market access, and
reinvestment of profits (Chaddad & Cook, 2004; Pollet, 2009).

Despite these benefits, cooperatives face challenges such as governance issues, access to finance, and
regulatory constraints. The study highlights the need for supportive legal and regulatory frameworks to
enhance cooperative growth and sustainability (Davis & Donaldson, 1998; Fici, 2013). Addressing
these challenges is critical for the success and expansion of cooperatives. Future research should
explore the long-term impacts of cooperatives on poverty and economic inequality, their role in
different economic contexts and sectors, and the effectiveness of various cooperative models. This
study provides a foundation for further investigations into the multifaceted role of cooperatives in
promoting sustainable and inclusive economic development.

To conclude, cooperatives are vital for sustainable and inclusive economic growth. They address
poverty, create jobs, and foster entrepreneurship, contributing significantly to economic stability and
prosperity. To maximize the benefits of cooperatives, policymakers should implement supportive legal
and regulatory frameworks. Addressing governance issues, improving access to finance, and reducing
regulatory constraints are critical for the growth and sustainability of cooperatives. These measures will
enhance the capacity of cooperatives to drive economic development and improve livelihoods on a
broader scale.

References

Ajates, R. (2021). Social capital and cooperative performance: A case study of UK cooperatives.
Journal of Cooperative Studies, 54(1), 43-59.
Bacon, C. M., Getz, C., Kraus, S., Montenegro, M., & Holland, K. (2014). The social dimensions of

sustainability and change in diversified farming systems. Ecology and Society, 17(4), 41. DOI:
10.5751/ES-05226-170441

Bernard, T., & Spielman, D. J. (2008). Reaching the rural poor through rural producer organizations?
A study of agricultural marketing cooperatives in Ethiopia. Food Policy, 33(1), 60-69. DOI:
https://doi.org/10.1016/j.foodpol.2008.08.001

Bibby, A., & Shaw, L. (2005). Making a difference: Co-operative solutions to global poverty.
Cooperative College.

ISSN 2661-6114 115 PEER-REVIEWED JOURNAL


https://doi.org/10.1016/j.foodpol.2008.08.001

AMC JOURNAL (DHANGADHI) Year 7; August, 2024; Vol. 5; Issue 1, PP, 101-116
DOI: https://doi.org/10.3126/amcjd.v5i1.69128

Birchall, J. (2004). Cooperatives and the Millennium Development Goals. International Labour
Organization.

Birchall, J., & Ketilson, L. H. (2009). Resilience of the cooperative business model in times of crisis.
International Labour Organization.

Borzaga, C., & Tortia, E. (2010). The Economics of Social Enterprises: An Interpretive Framework. In
L. Becchetti & C. Borzaga (Eds.), The Economics of Social Responsibility: The World of Social
Enterprises (pp. 15-33). Routledge.

Cafer, A., & Rikoon, J. S. (2018). Co-operatives as a poverty reduction strategy: Examining the mixed
effects of cooperative membership on poverty reduction. Journal of Rural Studies, 63, 174-187.

Chaddad, F. R., & Cook, M. L. (2004). Understanding New Cooperative Models: An Ownership-
Control Rights Typology. Review of Agricultural Economics, 26(3), 348-360.

Chagwiza, C., Muradian, R., & Ruben, R. (2016). Cooperative membership and dairy performance
among  smallholders in  Ethiopia. Food  Policy, 59, 165-172. DOl:
https://doi.org/10.1016/j.foodpol.2016.01.008

Cheng, H., Li, M., & Ma, L. (2022). Farmers' cooperatives and poverty reduction in rural China: A
field survey analysis. Journal of Rural Development, 39(3), 321-334.

Davis, P., & Donaldson, J. (1998). Co-operative management: A philosophy for business. New
Harmony Press.

Deng, G., Zhou, L., & Liu, Y. (2021). The role of agricultural cooperatives in poverty reduction: A
comparative study of China and India. Agricultural Economics, 52(3), 321-334.

Fici, A. (2013). Cooperative identity and the law. European Business Law Review, 24(1), 37-64.

Handayani, H., & Supriyadi, Y. (2016). Toward cooperative competitiveness for community
development in economic society 5.0. Emerald Insight.

Hansmann, H. (1996). The Ownership of Enterprise. Harvard University Press.

Harris, A. (1998). Community Development and the Role of Local Government. Local Government
Studies, 24(3), 19-39.

Ito, J., Bao, Z., & Su, Q. (2012). Distributional effects of agricultural cooperatives in China: Exclusion
of smallholders and potential gains on participation. Food Policy, 37(6), 700-709. DOI:
10.1016/j.foodpol.2012.07.009

Kania, D., Supriyadi, Y., & Jiboye, A. D. (2021). Competitiveness and community development.
Journal of Socio-Economics, 37(6), 2168-2177.

Kumar, V., Wankhade, L., & Gupta, S. (2018). The role of cooperatives in enhancing income and
reducing poverty: Evidence from India. Journal of Rural Studies, 63, 174-187.

Liang, Q., & Hendrikse, G. W. J. (2015). Pooling, access, and countervailing power in channel

governance: The case of fruit and vegetable marketing cooperatives in China. Journal of Chain
and Network Science, 15(1), 37-55. DOI: https://doi.org/10.1287/mnsc.1110.1369

Ma, W., & Abdulai, A. (2017). The economic impacts of agricultural cooperatives on smallholder
farmers in rural China. Agribusiness, 33(4), 537-551.

Mazzarol, T., Simmons, R., & Mamouni Limnios, E. (2011). A conceptual framework for research into
cooperative enterprise. University of Western Australia.

Muenkner, H. H. (2012). Co-operative principles and co-operative law. Euricse Working Papers, 44(12).

ISSN 2661-6114 116 PEER-REVIEWED JOURNAL


https://doi.org/10.1016/j.foodpol.2016.01.008
https://doi.org/10.1287/mnsc.1110.1369

AMC JOURNAL (DHANGADHI) Year 7; August, 2024; Vol. 5; Issue 1, PP, 101-116
DOI: https://doi.org/10.3126/amcjd.v5i1.69128

Novkovic, S. (2008). Defining the co-operative difference. Journal of Socio-Economics, 37(6), 2168-
2177. DOI: 10.1016/j.socec.2008.02.009

Pollet, I. (2009). Cooperatives in Africa: The age of reconstruction — Synthesis of a survey in nine
African countries. International Labour Organization.

Putnam, R. D. (1993). Making Democracy Work: Civic Traditions in Modern Italy. Princeton
University Press.

Saz-Gil, 1., de la Garza, A., & Salvado, M. T. (2021). Educational reform and poverty reduction: The
case of Uganda. Education Economics, 29(3), 274-289.

Sexton, R. J., & Iskow, J. (1993). What Do We Know about the Economic Efficiency of Cooperatives:
An Evaluative Survey. Journal of Agricultural Cooperation, 8(1), 15-27.

Spear, R. (2000). The Co-operative Advantage. Annals of Public and Cooperative Economics, 71(4),
507-523.

Stanford, L. (2007). Collective action in an era of globalization: The case of Mexico's coffee producers.
Journal of Agrarian Change, 7(2), 242-274.

Valentinov, V. (2004). Toward a Social Capital Theory of Cooperative Organization. Journal of
Cooperative Studies, 37(3), 5-20.

Wang, Z., Li, J., & Zhang, H. (2022). The role of cooperatives in reducing poverty vulnerability of smallholder
households: Evidence from rural Western China. Frontiers in Economics, 10(3), 234-245.

Zeuli, K. A., & Cropp, R. (2004). Cooperatives: Principles and practices in the 21st century. University
of Wisconsin Extension.

ISSN 2661-6114 117 PEER-REVIEWED JOURNAL



