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Abstract 
 

This article analyzes the first comprehensive survey of the post-war agricultural 
cooperative sector in Bosnia and Herzegovina (BiH). Its purpose is to explore 
which types of cooperatives are financially successful in BiH in order to inform 
the development of better management practices for modern cooperatives, 
particularly those that are still transitioning from Socialist-era groups into 
business-oriented organizations. The results highlight internal and external 
factors that have been instrumental for cooperative successes and failures in BiH. 
Cooperatives with businesslike management systems tend to be more financially 
successful, thanks to consolidated decision-making structures and relatively 
closed membership policies. Government interventions in cooperative property 
have tended to hurt cooperative development.  

 

Keywords: Bosnia and Herzegovina, agricultural cooperatives, agricultural 
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Introduction 
 
This article is the first full assessment of the post-war agricultural cooperative 
sector in Bosnia and Herzegovina (BiH). The sector is young, poorly 
documented, and facing important challenges, particularly as many 
cooperatives continue to transition away from their roots as state-controlled 
enterprises and re-orient themselves as profitable businesses (Hanson et al., 
2010). Limited research has been done on the BiH cooperative sector to date. 
Poor information has made it difficult to identify 1) which internal 
management strategies make cooperatives successful in BiH, and 2) which 
government activities have hindered the sector’s development. To address 
these questions, this article relies on primary survey data encompassing nearly 
all cooperatives in BiH and consultations with in-country experts. 

This research is motivated by an ongoing debate in BiH today, where there 
is little agreement between leaders of cooperatives dating to the Socialist 
period and leaders of newer, profit-oriented cooperatives about which types of 
cooperatives best promote the interests of cooperative members. Leaders of 
newer cooperatives tend to argue that it is necessary to consolidate 
management structures and operate like private businesses, while leaders of 
older cooperatives often emphasize the importance of collective decision 
making and membership openness. The primary research question is to 
quantify how the financial performance of BiH cooperatives differs between 
those that resemble private businesses and those with less-businesslike 
operations, with attention paid to internal structures and financial 
independence. A secondary research question is to quantify how government 
interventions have affected the cooperative sector, particularly government 
appropriation of cooperative property. While often discussed, the effects of 
government policies regarding cooperative property have not been 
systematically examined to date, and this article will add evidence to support 
future research on government interventions in cooperative property. 

For the purposes of this article, cooperative financial success is measured 
by average revenue per member, which reflects possibilities to extend benefits 
to members and suggests the underlying financial health of the organization. 
Cooperatives are classified as businesslike or unbusinesslike based on the 
degree of consolidation in their decision-making processes, membership 
openness, types of cooperant services, and profit distribution policies, while 
financial independence is measured by cooperatives’ revenue sources 
(explained in further detail under Methodology). It was hypothesized that the 
results would show businesslike cooperatives are more financially successful 
than unbusinesslike cooperatives in BiH, with consolidated decision-making 
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structures, closed membership policies, extensive cooperant services, and profit 
distribution to members expected to correspond to higher revenue per member. 
It was also hypothesized that financially independent cooperatives would be 
more financially successful than those that are heavily dependent on 
government subsidies or other public funding. Such results would help resolve 
the on-going debate among BiH cooperative leaders by providing the first 
quantitative evidence that businesslike structures promote members’ interests 
in BiH.  

A central complication for cooperatives in BiH is the country’s divided 
system of governance. The 1995 Dayton Peace Accords created the current 
BiH government structure, which consists of two entities and one district: the 
Federation of Bosnia and Herzegovina (FBiH), Republika Srpska (RS), and 
Brčko District. They are largely autonomous and loosely overseen by a weak 
state-level government. This article examines cooperatives by entity, to 
account for differences between entities that may affect cooperative financial 
performance, excluding Brčko District because of its minor size. It was 
hypothesized that businesslike cooperatives would be more common in FBiH 
than in the RS, due to differences in taxation laws that create greater incentives 
for FBiH businesses to register as cooperatives rather than companies. It was 
also expected that RS cooperatives would face greater challenges resulting 
from government interventions, due to a 2009 RS law that appropriated 
unclearly titled cooperative property. 

The results confirm the original hypothesis that businesslike cooperatives 
report better financial performance than unbusinesslike cooperatives in both 
entities. As expected, consolidated decision-making structures and closed 
membership policies correspond to higher revenue per member in both entities, 
but cooperatives with extensive cooperant services do not have statistically 
different revenue levels in FBiH and there is insufficient information to draw 
conclusions about profit-distribution policies. The results also confirm prior 
expectations that businesslike cooperatives are more common in FBiH than in 
the RS. As hypothesized, the results for financial independence confirm that, in 
both entities, cooperatives with a high level of dependence on public financing 
perform worse than moderately dependent cooperatives, but self-sufficient 
cooperatives were not as financially successful as expected. Finally, survey 
data suggest that the government appropriated more than 14 million KM2 in RS 

 
2  KM is the accepted sign for konvertibilna marka, or convertible mark, the currency of 

Bosnia Herzegovina. The international code for convertible mark is BAM. The 
convertible mark was established by the 1995 Dayton Agreement and replaced 
the dinar as the currency of Bosnia and Herzegovina in 1998. Since 2009 the exchange 
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cooperative property, although data limitations prevent the results from being 
definitive.  

 
 

BiH in context: background information on cooperatives, cooperative 
property, and related laws 
 
Many cooperatives operating in BiH began during the Socialist period, and 
their history creates challenges that undermine the sector’s effectiveness today. 
Members owned the cooperatives during that time, but the state often wielded 
indirect control, particularly over cooperative property. Similarly, membership 
was technically voluntary under 1946 and 1949 legislation governing 
cooperatives, but the state aggressively pursued other means of inducing 
farmers to join cooperatives, including higher taxation rates and restricted 
access to credit for non-members (Pejovich, 1966). These policies led to an 
increase of agricultural land in the cooperative sector from 0.9% of total 
agricultural land in 1947 to 15% in 1951 throughout the former Yugoslavia 
(Bicanic, 1973). Due to widespread cooperative inefficiency, farmer opposition 
to near-compulsory participation, and a general crisis in the agricultural sector, 
the state passed reforms from 1951 to 1954 that eased discriminatory policies 
towards non-members (Neal, 1958). During the author’s consultations with 
leaders in the cooperative sector, a commonly cited impediment to cooperative 
participation today is the state’s aggressive promotion of cooperatives during 
the Yugoslav era, which is believed to be partially responsible for the lingering 
distrust that BiH farmers have of cooperatives.  

In 2003 BiH passed the Law on Cooperatives at the state level, which 
created a new regulatory framework for establishing and operating 
cooperatives based on voluntary membership. In 2009 the RS passed additional 
regulations with the Law on Agricultural Cooperatives of the Republika 
Srpska, requiring all RS cooperatives to re-register under the entity-level law, 
regardless of prior state-level registration.3 The grace period for re-registration 

 
rate has fluctuated between 1.30 KM and 1.60 KM to US$1. In January 2012, the 
exchange rate was US$1 = 1.51 KM. 

3  While the fragmentation of BiH governance is beyond the scope of this article, it is 
worth noting that the 2009 Law on Agricultural Cooperatives of the Republika Srpska 
appears to be part of a general trend in the RS government to distance itself from the 
state-level government. While it is too early to measure the full impact of the 2009 
Law, qualitative differences between it and the 2003 Law may hinder RS cooperative 
development and widen the gap between FBiH and RS cooperative financial 
performance in the future. 
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has lapsed, and RS cooperatives that fail to re-register are ineligible to receive 
subsidies or other entity-level support. The primary differences between the 
state-level and RS-level laws relate to cooperative property (ownership of 
unclearly titled RS cooperative property was transferred to municipalities) and 
minimum membership requirements for cooperative formation (five members 
in BiH and ten members in the RS). 

The 2003 Law is generally regarded as progressive (Hanson et al., 2010), 
although some cooperative leaders criticize its relatively lax registration 
requirements. There is a common understanding in BiH that lower barriers to 
entry in the cooperative sector have led some would-be companies to register 
as agricultural cooperatives and operate as private businesses. Registering as a 
cooperative also makes the organization eligible to receive government 
subsidies. Based on consultations with BiH legal experts, it costs three to four 
times more to register a d.o.o. (similar to a limited liability company) than a 
cooperative in both entities. The registration process for a d.o.o. is similar in 
both entities, costing from 4,000 to 5,000 KM and lasting from 30 to 45 days. 
In contrast, registering a cooperative costs about 1,300 KM in FBiH and 
between 1,200 and 1,300 KM in the RS, and the process lasts approximately 30 
days. Minimum initial capital requirements are primarily responsible for the 
cost difference. A d.o.o. is required to invest at least 2,000 KM, whereas 
cooperatives are free from initial capital requirements. 

Employee requirements create additional differences in operating costs 
between d.o.o.s and cooperatives. An agricultural d.o.o. must have at least 
three employees, while cooperatives lack employee requirements. This gives 
cooperatives the option of registering employees as unpaid volunteers to avoid 
the payment of social contribution taxes. Employers in both entities are 
required to pay high social contribution taxes as a percentage of employee 
wages to funds for pension, health insurance, and unemployment. As of April 
2011, such mandatory contributions total 33% of wages in the RS and 41.5% in 
FBiH. Higher taxes create a larger incentive for private businesses in FBiH to 
register as agricultural cooperatives.  

 
Background information on cooperative property in BiH 
Property issues pose challenges for BiH cooperative development, particularly 
because of the unclear ownership status of cooperative property acquired 
during the Socialist period. During that time, cooperatives acquired property 
through private transactions and state gifts (Pejovich, 1966). The 1946 
Yugoslav constitution divided property into three categories: state property, 
cooperative property, and private property. The Constitutional Law of 1953 
reclassified property into two categories, social or non-social, defining 
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cooperative property as social property (Bicanic, 1973). The end of Socialism 
created the need to redefine ownership of social property. Cooperatives during 
the Socialist period were neither fully private nor fully public bodies, thereby 
opening the question of whether cooperatives’ social property should translate 
into state property or private property in the post-Socialist era. Surveyed 
cooperatives often report that property they acquired during the Socialist 
period is still registered as social property, and that its ambiguous ownership 
status undermines their ability to function effectively. 

The 2003 Law on Cooperatives attempted to resolve cooperative property 
issues by establishing ownership based on current usage. Articles 94-96 of the 
2003 Law state that cooperatives are entitled to ownership of all land they 
operated upon the law’s passage. The 2003 Law also mandates the return of 
cooperative property that was seized without compensation and transferred to 
non-cooperative users after 1953. While it appears that the 2003 Law intended 
to establish private ownership for cooperative-operated social property, as a 
subset of all property, it does not explicitly define the status of social property. 
Interviewed cooperatives commonly report they have been unable to formally 
secure their property rights under Articles 94-96. Ownership of significant 
amounts of property remains in question while cooperatives wait for a new law 
to define the present status of social property.  

The RS government passed additional cooperative regulations in 2009 that 
transferred ownership of cooperative-operated property with unclear title 
(including social property) to municipalities.4 The municipalities have full 
discretion whether to transfer property back to cooperatives or develop it for 
unrelated purposes. As discussed under Results and analysis, the 2009 
regulation continues to negatively affect the RS cooperative sector. Unless 
efforts are made to ensure transparency in municipal decisions regarding 
cooperative property transfers, the reallocation process could be vulnerable to 
corruption. As of May 2011, the RS Supreme Court is reviewing the legality of 
the 2009 regulation.  

 
 

Methodology 
 
The survey was conducted from October to December 2010. The scope of the 
survey is wide enough to make it the first census of the post-war agricultural 
cooperative sector, and a translated copy of the survey instrument is included 

 
4  Law on Agricultural Cooperatives of the Republika Srpska, Official Gazette of the 

Republika Srpska No. 73/08 and 106/09. 
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in Appendix 2. BiH has 554 registered agricultural cooperatives. Telephone 
numbers were available for 260 cooperatives (144 in FBiH and 116 in the RS), 
including all current members of the FBiH or RS cooperative unions and those 
listed in the 2005 cooperative database completed by the non-governmental 
organization Nešto Više (Nešto Više, 2005). Of these, 220 were successfully 
interviewed by phone, yielding response rates of 84% in FBiH and 85% in the 
RS (121 respondents in FBiH and 99 in the RS). The author also engaged a 
variety of government, donor, and cooperative stakeholders to discuss BiH 
cooperative issues, receiving full participation from the Cooperative 
Association of Bosnia and Herzegovina, the Cooperative Union of the 
Federation of Bosnia and Herzegovina, and the Cooperative Union of the 
Republika Srpska. The variables referenced in the following sections are 
summarized in Table 1. 

Table 1: Summary of all variables 
 

Variable Value scales Characterization of 
the scale values 

Variable value 
expected to have 
high 
revenue/member 

Cooperative 
typea 1 – 5 Very businesslike – 

Very unbusinesslike Very businesslike 

Decision making  1 – 4,  
adjusted to 1 – 5 

Very consolidated – 
Very diffuse Very consolidated 

Membership 
openness 1 – 5 Very closed – Very 

open Very closed 

Cooperant 
services 

1 – 6,  
adjusted to 1 – 5 

Very extensive – 
Very intensive Very extensive 

Profit 
distribution Adjusted to 1 – 5 

Distribute to 
members – 100% 
reinvested – No profit 

Distribute to 
members 

Financial 
independence −15 to 30 Self-sufficient – Very 

dependent Self-sufficient 

a  “Cooperative type” is the arithmetic mean of “decision making,” “membership openness,” 
“cooperant services,” and “profit distribution.” Before the mean was taken, scores in each 
category were adjusted to fit a five-point scale, as detailed in Table 2. 
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Financial performance of cooperatives 
Cooperative financial performance is difficult to measure. In theory, 
cooperatives are devices that members use to increase their own profitability or 
achieve non-economic benefits, and therefore, even highly successful 
cooperatives may report little retained profit. The best available measure of 
cooperative financial success for this analysis is average revenue per member. 
Organizations generally require good financial management to maintain a high 
volume of business, and large average revenue per member indicates the 
possibility of extending greater benefits to members. Where revenue per 
member is low, it is likely that members use the cooperative as a minor source 
for inputs or as a minor buyer of final products, relying on other channels to 
complete the majority of their agricultural activities. 
 
Businesslike orientation of cooperatives 
The survey includes questions to indirectly identify the degree to which 
cooperatives behave like a typical business. Questions designed to assess the 
degree of businesslike orientation are divided into four variables:   

a)  decision making: delegation of authority and membership size,  
b)  membership openness: time to join, cost to join, and number of new 

members since cooperative’s founding, 
c)  cooperant services,  
d)  profit distribution.  

 
Table 2 presents the nominal scoring of the four variables as done in the 
survey. The four variables are adjusted to a five-point scale as shown in Table 
2 and averaged to determine the degree of overall businesslike orientation. 
Final scores for businesslike orientation range from one to five and are 
categorized as follows: 

1-1.9:  Very businesslike 
2-2.9:  Moderately businesslike 
3-3.9:  Moderately unbusinesslike 
4-5:  Very unbusinesslike 
 

Methodological details for each of the four components of businesslike scores 
are given in Appendix 1. 
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Table 2: Adjustment of the components of businesslike  
orientation to five-point scale* 

 

Businesslike ------------------------ Unbusinesslike 
Businesslike orientation 
(derived) 

Adjusted 
score = 1 

Adjusted 
score = 2 

Adjusted 
score = 3 

Adjusted 
score = 4 

Adjusted 
score = 5 

Transformation of nominal ranges to adjusted scores 

Very consolidated ---------------------------------- Very diffuse 
Decision making (including 
membership size)  

1-1.7 1.8-2.3 2.4-2.68 2.7-3.2 3.3-4 

Very closed --------------------------------------------- Very open 
Time/cost of 
joining 

68.3-1026 30.1-57 14.9-24.9 12.7-13 8-9.4 Membership 
openness 

Change in 
membership 
size 

0 or 
negative +1 to 2 +3 to 5 +6 to 9 +10 or 

more 

Very extensive ------------------------------------- Very intensive 

Cooperant services 

2.1-2.6 2.9-3.4 3.45-3.55 3.6-4.2 4.21-5 

Profit-oriented ------------------------------- Not profit-oriented 

Profit distribution policy Distribute 
to 
members 

 100% 
reinvested  No profit  

 
* Businesslike orientation scores are derived by transforming the component categories to 

five-point scale as shown and averaging the adjusted scores. 
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Financial sources and financial independence of cooperatives 
BiH cooperatives rely on a variety of funding sources to finance their 
operations, ranging from member contributions to government subsidies. Some 
types of financing indicate financial independence, such as member 
contributions or bank loans. In order to acquire the former, cooperatives must 
perform well enough that members choose to invest in the organization, and 
this is a measure of internal and independent self-financing. Obtaining a bank 
loan requires the cooperative to provide adequate evidence of financial 
solvency to a third party. Other types of support do not require successful 
operations and instead indicate dependence on non-business income sources. 
Donor grants are a type of non-business subsidy, but the approval process 
typically requires recipients to have various attributes that the donor finds 
attractive in terms of purpose, membership, management, or structure. 
Government land and buildings are types of subsidies that are generally given 
with little oversight, but they require cultivation and good management in 
order to contribute to profitability. Government subsidies in the form of 
payments are the least indicative of financial health, as they artificially increase 
cooperatives’ income without regard to their ability to function independently. 

By assigning numerical values to types of funding received in 2009 and/or 
2010, it is possible to compare the relative financial independence of individual 
cooperatives. Member contributions (score= −10) and bank loans (−5) are used 
as indicators of financial independence, while donor grants (+5) and 
government land (+10), buildings (+10), and subsidies (+15) are used as 
indicators of non-market financial dependence. Cooperatives are categorized 
using the sum of scores for the types of revenue sources received, as 
financially self-sufficient (−15 to −5), neutral (0), moderately dependent (5 to 
15), or very dependent (20 to 30). Since it was not possible to collect adequate 
data on the magnitude of received funding, revenue sources are counted as a 
yes/no attribute based solely on whether the cooperative received the type of 
funding. A summary of this variable is included in Table 1. 

 
 

Results and analysis 
 
BiH has 554 registered agricultural cooperatives, of which 220 were 
successfully contacted by phone for the purpose of the survey. Of these, 62% 
had active operations while the rest existed in name only. It is likely that many 
of the remaining registered cooperatives are also inactive, since there is no 
available information about them or familiarity with them among BiH 
cooperative leaders. The remainder of this article considers data from the 137 
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active interviewed cooperatives, including 70 in FBiH and 67 in the RS, with 
some tables drawing on fewer cooperatives due to partial responses.

 
Financial performance: results overview 
Table 3 displays an overview of BiH cooperative financial performance by 
entity in 2009. The RS sector generates more revenue per cooperative than the 
FBiH sector (554,325 KM in FBiH and 757,757 KM in the RS), but the typical 
(median) cooperative in both entities generates similar levels of revenue per 
member (20,333 KM in FBiH and 19,701 KM in the RS). Higher average 
revenue per member in the RS (20,525 KM in the RS and 8,280 KM in FBiH) 
is not statistically significant, and it is primarily the result of a few FBiH 
cooperatives with large memberships and little revenue that skew FBiH’s 
average revenue per member downward.  
 

Table 3: Financial performance of BiH cooperatives in 2009 
 

Cooperative characteristics FBiH RS BiH Total 

Number of coops includeda 55 49 104 

Average number of members/coop 67 37 53 

Median number of members/coop 9 17 15 

Average 2009 revenue/coop (km) 554,325 757,757 650,173 

% change in revenue/coop from 2008 to 
2009b +0.9% −14.4% −7.9% 

% of coops with 51%-100% revenue 
decline from 2008 to 2009b 4%* 14%* 9% 

Average 2009 revenue per member 
(KM)c 8,280 20,525 55,482 

Median 2009 revenue per member (KM)c 20,333 19,701 19,851 

 
* Difference between FBiH and RS statistically significance at the 10% level. Other 

differences between entities are not statistically significant. 
a   Surveyed coops reporting revenue and membership size in 2008 and 2009.
b  Including coops that did not provide membership information (N=56 in FBiH and 

N=53 in the RS for 2009, N=55 in FBiH and N=50 in the RS for 2008).  
c  As of January 2012, US$1 = 1.51 KM. 

 
 

 
 



C. Barmore 12

Changes in revenue from 2008 to 2009 suggest the FBiH cooperative sector 
may have performed better than the RS sector in 2009. As Table 3 shows, RS 
revenue per cooperative decreased 14.4% from 2008 to 2009 while FBiH 
revenue per cooperative increased 0.9%. The overall decline in RS revenue is 
partly due to several cooperatives reporting severe declines in revenue by 
between 51% and 100%. The RS has a greater proportion of cooperatives 
reporting such declines (14% in the RS vs. 4% in FBiH; Fisher’s exact test 
reveals that the difference is statistically significant at p=0.1). The decline in 
RS cooperative revenue between 2008 and 2009 is largely explained by 
cooperatives moving from the high-revenue bracket of more than 50,000 KM 
per member to the medium-revenue bracket of 10,001-50,000 KM per member 
(the proportion of high-revenue cooperatives dropped from 34% to 26%, while 
the proportion of medium-revenue cooperatives increased from 24% to 35%). 
The slight increase in FBiH cooperative revenue was due mainly to a shift from 
cooperatives reporting low revenue per member (0-1,000 KM) to medium- and 
high-revenue cooperatives (the proportion of low-revenue cooperatives 
dropped from 22% to 15%, while the proportion of medium- and high-revenue 
cooperatives increased from 53% to 57%). The lower volatility of revenue in 
FBiH cooperatives implies a higher degree of financial stability among FBiH 
cooperatives, where fewer cooperatives experienced large revenue swings from 
2008 to 2009. 

 
Businesslike orientation: results overview 
The results confirm the prior hypothesis that businesslike cooperatives are 
more financially successful than unbusinesslike cooperatives in both entities. 
In both FBiH and the RS, businesslike cooperatives (aggregating very 
businesslike and moderately businesslike categories) report higher average 
revenue per member than unbusinesslike cooperatives (aggregating moderately 
unbusinesslike and very unbusinesslike categories). The corresponding results 
are presented in Table 4, where the differences in average 2009 revenue per 
member between businesslike and unbusinesslike cooperatives (in aggregate) 
are statistically significant at p=0.05.  

The FBiH cooperative sector has a greater proportion of businesslike 
cooperatives (66% in FBiH and 48% in the RS; the difference is statistically 
significant at p=0.05), but the proportion of revenue concentrated in 
businesslike cooperatives is not statistically different between FBiH and the RS 
(see Table 4). The average FBiH cooperative is more businesslike than the 
average RS cooperative, as illustrated in Figure 1 (the difference is significant 
at p=0.05). This result was anticipated and may be caused by differences in  
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Table 4: BiH cooperatives by businesslike orientation  
(all cooperatives reporting membership size and 2009 revenue) 

 

Orientation  % of coops 
% of 

members 
% of 2009 
revenue 

Average 2009 
revenue 

per member 
(KM)a 

FBiH 16%^^ 1% 9% 52,873** 
Very businesslike 

RS 6%^^ 4% 5% 29,903** 

FBiH 50%^^ 16% 67% 35,276** Moderately 
businesslike RS 42%^^ 28% 62% 43,452** 

FBiH 27% 70% 21% 2,441** Moderately 
unbusinesslike RS 42% 59% 29% 9,646** 

FBiH 7% 13% 3% 1,943** 
Very 
unbusinesslike RS 10% 10% 3% 6,795** 

FBiH 56 coops 3,722 mem 30,507,902 KM 8,197 
All coops 

RS 52 coops 1,917 mem 37,374,088 KM 19,496  
 

a  As of January 2012, US$1 = 1.51 KM 
**  Differences statistically significant at p=0.05 (a) between moderately businesslike and 

moderately unbusinesslike cooperatives and (b) between aggregated businesslike and 
unbusinesslike categories.  

^^  Difference in proportions of businesslike cooperatives between FBiH and the RS 
(aggregating moderately and very businesslike) statistically significant at p=0.05 (using 
Fisher’s exact test). 

 
taxation laws that create additional incentives in FBiH for businesses to 
register as cooperatives rather than as companies. However, FBiH has a greater 
percentage of cooperative members concentrated in unbusinesslike 
cooperatives compared to the RS (83% in FBiH and 69% in the RS; the 
difference is statistically significant at p=0.05), indicating that while 
businesslike organizations are more common in FBiH, a greater proportion of 
members are concentrated in unbusinesslike organizations. This suggests 
members of unbusinesslike cooperatives in FBiH may particularly benefit from 
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exploring options to join more businesslike cooperatives to take advantage of 
alternative opportunities in the sector.  
 

Figure 1: Average businesslike orientation of BiH cooperatives 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
When the factors used to determine businesslike orientation are 

disaggregated, the following attributes are seen to be associated with 
statistically significantly higher revenue per member in both entities (Table 5): 
very consolidated decision-making structures, small membership sizes of 
between 5 and 10 members, and very closed membership policies.5 In these 
three groups of factors, the average revenue per member in the first category 
(the first two categories in case of membership size) is higher than the average 
revenue per member in the rest of the sample, and the difference is statistically 
significant at p=0.05. These findings confirm the initial expectations of this 
research. Cooperatives that distribute some of their profit to members seem to 
have higher levels of average revenue per member in both entities (see Table 
5), but the differences are not statistically significant in either entity and the 
very small number of cooperatives with a profit-distribution policy makes it 

 
5  Membership size is displayed separately for greater transparency, but it is a sub-

component of decision making, as explained in Appendix 1. 
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difficult to draw conclusions. The extensive or intensive nature of cooperant 
services is not significantly related to cooperative revenue per member in either 
entity, but the small number of cooperatives with extensive activities makes it 
difficult to draw conclusions about this category.  

 
Table 5: Financial success of BiH cooperatives by cooperative qualities: 

decision-making structures, membership size, membership openness, 
cooperant services, and profit distribution 

 

% of coops 
Average 2009 revenue/member 

(KM) 
Factors 
determining 
businesslike 
orientation  

 
FBiH RS FBiH RS 

Very 
consolidated 

48 27 23,510**   91,437** 

Consolidated 24 18   3,112   19,703 
Neutral 13 27 23,106   10,564 
Diffuse 11  8   7,329   19,517 

Decision making  

Very Diffuse  4 12   3,639   13,375 
5 32 15 81,340** 124,924** 
6-10 23 12 60,367** 129,590** 
11-60 29 56 27,175   15,139 

Membership size 

>60 16 17   1,723   14,651 
Very closed 39 33 88,017**   40,921* 
Moderately 
closed 

21 23 20,083   10,336 

Moderately open 25 27   4,768   27,032 

Membership 
openness 

Very open 14 17   2,730     3,597 
Very extensive   2   7 25,714   14,458 
Extensive 23 11 24,988   32,098 
Neutral 11 14   5,500   11,546 
Intensive 40 43   4,712   19,825 

Cooperant 
services 

Very intensive 23 25   4,098   17,781 
Some to members   9   9 37,119   41,398 
Reinvest 100% 68 73 11,527   17,920 

Profit 
distribution 

No profit 23 18   1,701     9,251 
 

*, ** Indicates values that are statistically significantly higher (at p=0.1 or p=0.05, 
respectively) than the value for the other categories in aggregate. 
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While the results highlight several aspects of management structures that 
are associated with financial success, discussions with cooperative leaders 
indicate that membership policies may warrant particular attention. Open 
membership is a founding principle of cooperative activity, and cooperatives 
that create insurmountable entrance barriers are more akin to private 
businesses. However, a central issue that cooperatives must address is how to 
manage the increase in cooperative equity over time as members invest in the 
cooperative. A cooperative that equally distributes returns to members would 
likely benefit from establishing entrance fees that properly reflect and protect 
the historical investments of existing members. Based on the author’s 
conversations with cooperative directors, it appears that many BiH 
cooperatives do not systematically incorporate the idea of protecting existing 
members’ equity into their membership joining structures. That many 
cooperatives do not create new membership requirements to reward existing 
members for the rising value of the cooperative as a result of capital 
investments may be an artifact from the Socialist period. This is an area of BiH 
cooperative development that warrants additional research, in order to identify 
practices for protecting cooperative member equity that would be best suited to 
the BiH context. 

 
Financial independence: results overview 
The RS has a larger proportion of self-sufficient cooperatives than FBiH (27% 
in the RS vs. 11% in FBiH, difference statistically significant at p=0.05 using 
Fisher’s exact test), while FBiH has more moderately dependent cooperatives 
(48% in FBiH vs. 29% in the RS, difference statistically significant at p=0.05 
using Fisher’s exact test). FBiH cooperatives are more financially dependent 
than RS cooperatives on average, as illustrated in Figure 2 (the difference is 
statistically significant at p=0.05). When the factors used to determine financial 
independence are disaggregated, the main differences between entities are that 
government subsidies are more common in FBiH (57% in FBiH vs. 31% in the 
RS receive subsidies, difference statistically significant at p=0.05 using a 
Fisher’s exact test), while bank loans are more common in the RS (42% in the 
RS vs. 26% in FBiH receive bank loans, difference statistically significant at 
p=0.1 using Fisher’s exact test). The higher prevalence of non-business 
cooperative income in FBiH may be indicative of greater governmental support 
given to the FBiH cooperative sector, which could support FBiH cooperative 
development in unknown ways and partially explain the higher level of 
financial stability among FBiH cooperatives illustrated in Table 3. 

Table 6 displays the average financial success of cooperatives with different 
levels of financial independence in both entities. Contrary to our prior 
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expectations, there is no clear deterioration of financial performance (as 
measured by average revenue per member) from financially independent 
cooperatives (self-sufficient and neutral) to dependent cooperatives. 
Cooperatives with the highest average revenue per member have neutral 
financial dependence in FBiH and moderate dependence in the RS (the 
difference is only statistically significant in the RS at p=0.05, comparing 
moderately dependent cooperatives to all others in aggregate). The main result 
is that cooperatives with a high degree of financial dependence perform worse 
than cooperatives with moderate financial dependence (Table 6). In both FBiH 
and the RS, moderately dependent cooperatives have higher average revenue 
per member than very dependent cooperatives (the differences are statistically 
significant at p=0.1). This supports the initial hypothesis that a high level of 
public aid without a balance of independent private financing does not promote 
optimal returns for members. Rather, cooperatives are more financially 
successful when members also invest in the cooperative, either through 
personal contributions or the acquisition of bank financing. 

 
 

Figure 2: Average financial independence of BiH cooperatives 
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Table 6: BiH cooperatives by financial independence 
 

 % of 
coops 

% of 
member

s 

% of 2009 
revenue 

Average 2009 
revenue per 
member (KM) 

FBiH 11% 14% 5%   3,815 
Self-sufficient 

RS 27% 27% 31% 22,233 

FBiH 28% 5% 29% 61,691 
Neutral 

RS 35% 30% 16% 10,590 

FBiH 48% 59% 59%   9,994* Moderately 
dependent RS 29% 39% 49% 24,817**, ^ 

FBiH 13% 22% 6%   2,837* 
Very dependent 

RS 10% 4% 3% 16,764** 

FBiH 54 coops 3,043 
mem 

30,507,902 
KM 10,026 

All coops 
RS 52 coops 

1,917 
mem 

37,374,088 
KM 

19,496 

 
Note: Includes all cooperatives providing information about membership size, 2009 revenue, 
and adequate data to determine financial independence. 
*, **  Differences between financial performance of very dependent and moderately 

dependent cooperatives are statistically significant at p=0.10 (for FBiH) and p=0.05 
(for the RS).  

^  Financial performance of moderately dependent cooperatives in the RS is statistically 
significantly higher (at p=0.10) than the performance of all other RS cooperatives in 
aggregate.  

 
 

Cooperative property: results overview  
Cooperative property is an area in which government has played a more 
harmful role in the RS cooperative sector than in FBiH. The RS government 
appropriated unclearly titled cooperative-operated property in 2009 through the 
RS Law on Agricultural Cooperatives, negatively affecting cooperative 
operations and reducing access to bank loans for some. This section explores 
the magnitude of BiH property challenges, which cooperative leaders 
commonly identify as their biggest hurdle to development. This survey is the 
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first attempt to quantify the effects of RS property regulations and the 
prevalence of social property in FBiH. Data limitations necessarily limit the 
scope of this section, but it presents a starting point for future quantitative 
research on cooperative property in BiH. 

The survey asked RS cooperatives to identify the value of their property 
affected by the 2009 RS Law on Agricultural Cooperatives and asked FBiH 
cooperatives to identify the value of their social property. The survey 
differentiates between “affected” and “social” property because the underlying 
goal of the research is to explore how the 2009 regulation affected RS 
cooperatives and how FBiH cooperatives could be affected by similar 
legislation. “Social property” is the relevant indicator for FBiH because it 
would be most at-risk for appropriation under a similar law. “Affected 
property” is the relevant indicator for the RS, because while RS “affected 
property” should include all social property, it is possible some social property 
was not affected, depending on implementation uniformity. “Affected 
property” could also include other types of property that were unclearly titled 
and thereby vulnerable to appropriation. 

 A greater proportion of surveyed cooperatives in the RS face property 
challenges (37% in the RS and 19% in FBiH, difference statistically significant 
at p=0.05 using a Fisher’s exact test), shown in Table 7. In the RS, 20 
cooperatives identify about 14 million KM in unclearly titled property that is 
affected by the 2009 regulation, and one additional cooperative indicates it is a 
problem but declines to state the value of affected property. While the FBiH 
government has not appropriated unclearly titled cooperative property, FBiH 
has a large amount of social property that is unclearly titled and thus vulnerable 
to future appropriation. Five surveyed cooperatives in FBiH identify about 24 
million KM in social land and assets, while another seven have social property 
but decline to state value amounts. These results confirm the impression within 
the sector that property challenges are widespread and substantial, and they 
suggest that a systematic audit of cooperatives will be necessary to quantify the 
total extent of the problem. 
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Table 7: RS property affected by the 2009 regulations  
and FBiH property that could be affected by similar regulations 

 
FBiH RS 

 Social property 
Affected 
property 

# of coops with identified value of property 5 201 
# of coops with property values estimated 
from entity medians2 7 1 

% of surveyed coops with such property 19%** 37%** 

Total coops responding 62 64 

Sum of identified property values (KM) 24,280,000 14,090,926 

Estimated total value of property with median 
identified value substituted for unidentified 
values (KM)2 

38,280,000 14,296,120 

 
**  Difference between FBiH and the RS statistically significant at p=0.05 using a Fisher’s 

exact test. 
1  Of these 20 cooperatives, 16 provided the value of their property during the survey 

interviews; the RS Cooperative Union identified four remaining cooperatives with 
affected property, the values of which were estimated by an RS government official 
involved in cooperative auditing.  

2 The final estimate is calculated by substituting the median of the identified property 
values for the missing values in respondents claiming to have social/affected property 
but not stating its value. The median FBiH value is 2 million KM, and the median RS 
value is 205,194 KM. 

 
 
Conclusion 
 
While some cooperative leaders are concerned that existing legislation allows 
groups to register as cooperatives but operate as businesses, BiH cooperatives 
may benefit from using some of the tools that make businesses into successful 
enterprises. This need not compromise the fundamental purpose of the 
cooperative. For cooperatives that exist to maximize financial returns to 
members, the results show they may achieve greater success by building the 
businesslike management structures necessary to compete against efficient 
private companies. While the magnitude of property challenges remains 
opaque and warrants further study, insecure title and government appropriation 



Agricultural Cooperatives in Post-War Bosnia and Herzegovina 21

of cooperative property are hurdles to long-term cooperative development. 
Cooperatives that adopt the management techniques of successful businesses, 
within a legal framework of secure property rights, may prove central to BiH’s 
long-term agricultural and economic development. 
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APPENDIX 1. Methodological details for the four components of 
businesslike scores of cooperatives 
 
a) Decision making 
Cooperatives have a range of management structures. Some cooperatives 
delegate significant authority to the cooperative director, and these 
organizations have the consolidated decision-making structures of businesses 
that allow managers to act expeditiously. Other cooperatives diffuse authority 
throughout the organization, placing the majority of decisions with members, 
who collectively compose the cooperative assembly. BiH cooperatives 
typically delegate questions like profit distribution to the assembly, while the 
realities of organizational management often lead members to delegate routine 
decisions to the director.  

The survey asked cooperatives to identify who has authority over routine 
purchases, hiring and firing employees, major purchases, production priorities, 
director selection, and profit distribution. The first two questions refer to 
regular operations, the second two refer to long-term operations, and the last 
two refer to overarching gain and control. Potential answers include director 
(score=1), management board (2), supervisory board (3), and assembly (1 to 4 
depending on membership size), which are assigned scores based on their 
respective degrees of authority consolidation, shown in parentheses. The 
questions are weighted so each category (regular operations, long-term 
operations, and overarching gain/control) accounts for one-third of the total 
score.  

Where a cooperative scores on the scale from very consolidated to very 
diffuse depends on how far the cooperative deviates from a neutral distribution 
of authority, based on the legal provisions in the 2003 Law on Cooperatives 
regarding authority assignments. The score is adjusted to a five-point scale by 
assigning a value of three to the legally mandated distribution of authority, 
with scores of one, two, four, and five assigned to cooperatives based on the 
magnitude of their deviation from neutral authority assignments. Table 2 shows 
the nominal decision-making scores that correspond to the five-point scale. 

Membership size is a subset of decision-making structures because it affects 
the consolidation of authority within the cooperative assembly. The value 
assigned to a response of assembly, which is composed of all cooperative 
members, is transformed to account for membership size and is assigned a 
value from one to four. Thus, a cooperative with five members (this is the 
statutory minimum number of members according to the state-level 2003 Law) 
would have a value of one for assembly; a cooperative with 6 to 19 members 
would have for assembly a value equal to 1/5 of the membership size; a 
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cooperative with 20 or more members would have a value of four for 
assembly. Cooperatives with few members have a consolidated decision-
making structure because fewer individuals are involved in decisions, thereby 
increasing the cooperative’s flexibility in determining the direction of 
activities.  

 
b) Membership openness  
All cooperatives are obligated by the 2003 Law on Cooperatives to accept new 
members, but some cooperatives are easier to join than others. The category of 
membership openness is determined by 1) the time and cost required to join, 
and 2) the number of new members who have joined since the cooperative’s 
founding. The time and cost required for joining are weighted to account for 
one-half of membership openness, with cost accounting for two-thirds of the 
category, due to the comparative importance of monetary barriers in the BiH 
context of extensive rural poverty. The time ranges from a day to a year and a 
half, while the cost ranges from less than 100 KM to 2,000 KM. To allow time 
and cost to be included in the same variable, these answers are scored on a 
range from 10 to 280, and scores from one to five are assigned to those values 
based on how far the cooperative deviates from the entities’ averaged median. 
A score within a small range of the averaged median is assigned a value of 
three, while cooperatives above the median are assigned four or five to indicate 
moderately open or very open, and cooperatives below the median are assigned 
one or two to indicate very closed or moderately closed based on the degree of 
deviation. Table 2 shows the nominal time and cost scores that correspond to 
the five-point scale. 

To account for possible hidden barriers to entry, the actual difference 
between founding membership and current membership is weighted to account 
for the second half of the total membership-openness score. As detailed in 
Table 2, cooperatives receive a score from one to five based on how much their 
membership has increased since the cooperative’s founding. Based on the 
average of the cost/time score and the membership-change score, each of 
which are on a five-point scale, cooperatives are given an overall membership-
openness score between one and five, as detailed in Table 2. 

 
c) Cooperant services  
Cooperatives provide a variety of services for cooperants. Because cooperants 
are not the primary intended beneficiaries of cooperative activities, 
cooperatives seeking to maximize member benefits would tailor cooperant 
outreach in ways that prioritize gains to the cooperative. Cooperant services are 
ranked on a six-point scale from extensive to intensive. An activity that 
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benefits many or all cooperants and is low-cost per cooperant is ‘extensive,’ 
while one that benefits few cooperants and is high-cost per cooperant is 
‘intensive.’ Activities include lobbying government (most extensive, score=1), 
purchasing bulk inputs (2), purchasing inputs on a smaller scale (3), organizing 
meetings (4), holding classroom trainings (5), and conducting field visits for 
technical assistance (most intensive, score=6). Macro-level extensive services 
resemble the activities of a business, while micro-level intensive services 
resemble the extension services typically provided by government agencies or 
donor-funded projects. 

The survey asked cooperatives if they offer the above cooperant services 
and to rank the three they consider most important. Rankings help differentiate 
between services that receive the majority of the cooperative’s efforts and 
those that receive minor attention. Responses are weighted to give two-thirds 
of the category to rankings (with comparatively more importance given to the 
first priority, followed by the second and third) and one-third to which services 
the cooperative provides. Where a cooperative falls on the scale from very 
extensive to very intensive is determined by how far the cooperative deviates 
from a neutral position, which is the mid-point between a cooperative that 
offers and prioritizes the three most extensive activities and a cooperative that 
offers and prioritizes the three most intensive activities. Table 2 shows the 
nominal cooperant-services scores that correspond to the adjusted five-point 
scale. 

 
d) Profit distribution  
BiH cooperatives have different profit distribution policies, including 
distributing a portion of profit to members, reinvesting all profit in the 
cooperative, or having a stated no-profit policy. Cooperatives that distribute a 
portion of profit to members resemble corporations that distribute profit 
through dividends to shareholders. Added profit incentives may induce some 
members to perform more productively, and competitive producers may prefer 
to belong to cooperatives that provide tangible monetary benefits. This is 
ranked as the most-businesslike type of profit distribution (score=1). 
Cooperatives that reinvest all profit in the organization may be maximizing 
future returns or acting as a non-profit organization, and this is ranked as a 
neutral businesslike orientation (score=3). A no-profit policy is ranked as the 
least-businesslike type of profit distribution (score=5). Table 2 illustrates the 
nominal responses for profit distribution that correspond to the five-point scale. 
 



 APPENDIX 2. 
Survey Instrument 

Name:   Date of interview:   
Location:   

 
I. GENERAL 

1. When was the coop founded?   
 

2. In which sector does the coop primarily operate (poultry, raspberries, etc.)?   

3. What is the total number of founders, current members, cooperants, and full-time and seasonal coop employees? 
(See chart) 

 

Employees   

Founders 
 

Current Members 
 

Cooperants Full-time Seasonal
Total number      

 
 

II. ACTIVITIES 
4. What are the coop’s main activities? If more than one, please rank in order of importance. (i.e., does the coop serve 
mainly as a central buyer for cooperants, as a service provider for cooperants, or as a primary producer of products?)   

 
5a. If the coop is directly involved in purchasing or producing products, what volume in value and amount did the 
coop handle in 2010 for its two most important products? (See chart) 

 

5b. For the coop’s two most important products this year, what volume was purchased from cooperants versus produced 
by coop members or produced by the coop itself? If you do not have purchasing or production data, please estimate the 
percentage of total production for each group. (See chart) 

 

Purchased from 
Cooperants 

Produced by 
Coop Members 

Produced by 
the Coop 

Total Handled by 
Coop 

 
 

Volume in 2010  

KM Tons/ 
Liters 

% of 
Total 

 

KM Tons/ 
Liters

% of 
Total

 

KM Tons/ 
Liters

% of 
Total 

 

KM Tons/ 
Liters

% of 
Total

Product X 
(_____________) 

            

100 

Product Y 
( ) 

            

100 
 

6. If involved in purchasing, which of the following statements best describes the coop’s position in its area of 
operations for its most important crop: (Check one) 

D The coop is the dominant buyer  D The coop is one of the major buyers  D The coop is a minor buyer 
 

7a. How many hectares are farmed by founders, current members, cooperants, and the coop itself? (See chart) 
7b. What is the average plot size farmed by founders, current members, cooperants, and the coop itself? (See chart) 

 
 Founders Current Members Cooperants Coop 
Total hectares farmed     
Average plot size     

 
 

III. ORGANIZATIONAL STRUCTURE 
8. Who in the coop is responsible for making decisions about: 

 

Decision Responsibility 
Hiring and firing employees  
Routine purchases  
Major purchases, such as a vehicle  
Production priorities  
Profit distribution  

 

9. How is the cooperative manager chosen?   
10a. How do new members join the coop?   
10b. How much time does it usually take someone to join the coop?   
10c. What is the cost for new members to join the coop?   



IV. COOPERANT SERVICES 
11a. To understand how the coop interacts with cooperants, please answer yes or no to the following list of activities. 

Does 
the coop: 

 

 Yes No Rank 
Organize meetings for cooperants    
Buy products from cooperants    
Hold classroom trainings for cooperants    
Buy products in bulk for cooperants (such as fertilizer)    
Make field visits to provide technical assistance to cooperants    
Lobby government on behalf of cooperants    
(Other: please describe)    

11b. Of those interactions, which three are the most important? (List in chart above) 
 
 

V. FINANCIAL INFORMATION 
12a. Are your members regularly informed (by the Supervisory Committee) about coop financial information?   
12b. If so, how are they informed?   
12c. If not, do you provide financial information on request?   
13. How does the coop distribute profits (% reinvested, % dividends to members, etc.)?   
14. What percentage of the coop’s total profit goes to the single member with the largest share of total coop profit?   
15. Since the coop is designed to be profitable for its members, its value will probably increase over time. How is that 
reflected in the value of membership? Are new memberships worth less than old memberships?   

 
16a. What happens to the membership value when a member leaves the coop? (i.e., are their investments transferable?)   

 
16b. Similarly, is membership value inheritable if a member dies?   
17. To cover the costs of running the coop, which of the following did the coop receive or use in the last year: 

 

If yes, how much in:   

Yes 
 

No 2009 2010
Member contributions     
Government subsidies     
Government-owned land (If yes, rented or free? Circle one.)    
Government-owned buildings (If yes, rented or free? Circle one.)    
Donor grants     
Bank loans     

 
18a. What were the coop’s gross receipts (i.e. revenue) in KM during 2008, 2009, and 2010? (See chart) 
18b. What was the coop’s annual profit (i.e. revenue – costs) in KM during 2008, 2009, and 2010? (See chart) 

 

 2008 2009 
Annual gross receipts (KM)   
Annual profit (KM)   

 

19a. (For FBiH) Does the coop have any “social property,” and if so, what is its value (KM)?   
19b. (For RS) Does the coop have any property that was affected by the 2009 RS Law on Agricultural Cooperatives, and 
if so, what is its value (KM)?   




