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Abstract 
Though economically small in South Africa, the cooperative movement has enormous potential 

for building sustainable livelihoods in historically disadvantaged communities. Too little is 

known of cooperatives in the Easter Cape so this baseline study was carried out in order to 

develop a strategy for improved support to cooperatives. Cooperatives surveyed were involved 

in agriculture, services, arts and crafts and manufacturing. Registration, organisation, 

membership and funding has been surveyed and the role of the state or local government 

discussed. The need for specific mentoring, education, training and assistance with access to 

markets is identified. The majority of cooperatives are self initiated but operating at low levels 

and struggling to survive. The report concludes with recommendations for the way ahead. 
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Abbreviations: 
 

ABET:  Adult Basic Education & Training 
CIPRO:  Companies and Intellectual Property Registration Office 
DEDEA: Department of Development and Environmental Affairs 
DTCC:  Dora Tamana Cooperatives Centre  
DTI:  Department of Trade and Industry  
FETCO:  Funda Education and Training Cooperative 
GDP:  Gross Domestic Product  
ICA:  International Cooperative Alliance  
ICT:  Information and Communication Technology 
IT:  Information Technology 
LED:  Local Economic Development  
NCASA: National Cooperative Association of South Africa 
NGO:  Non-governmental Organisation 
NMBM: Nelson Mandela Bay Municipality 
SARS:  South African Revenue Service 
SEDA:  Small Enterprise Development Agency  
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Foreword 
 

In 2008 the Eastern Cape Socio Economic Consultative Council (ECSECC) assisted the Department of 

Economic Development and Environmental Affairs (DEDEA) with the drafting of a Cooperative 

Development Strategy for the Eastern Cape. The concern of ECSECC in developing a strategy for the 

province, was that an environment for cooperatives should be created and supported by provincial 

government, without undue government intervention and interference in the affairs of cooperatives 

themselves. We also wanted to guard against the mushrooming of entities masquerading as 

cooperatives only in order to access state funds. Given the challenges with official statistics, as will be 

noted in this report, it was important for ECSECC that this strategy was informed by an understanding of 

the challenges faced by of cooperatives in the Eastern Cape, and a better sense of the level of 

development and functionality of cooperatives. DEDEA and ECSECC thus embarked on conducting a 

snap-shot baseline study of cooperatives in the Eastern Cape. DEDEA provided funding for the study, 

while ECSECC coordinated the research.  

 

We would like to thank all those involved in this study. Funda Education and Training Cooperatives and 

Dora Tamana Cooperatives Centre were contracted as field workers and data capturers. Data analysis 

was carried out by Andrew Mandeya at the University of Fort Hare, Kambale Kavese, Ayanda Roji and Siv 

Helen Hesjedal at ECSECC. We would like to thank Mbulelo Jolingana, Director for Enterprise 

Development at DEDEA for his leadership and direction in cooperative development in the Eastern Cape. 

Regional DEDEA staff and District Municipal LED offices need are thanked for facilitating district level 

workshops.  

 

Most of all we are grateful to the over 200 cooperatives who used their own resources to participate in 

the district workshops. We hope that the implementation of the Eastern Cape Cooperatives 

Development Strategy will address the challenges that were raised during these workshops.  

 

 

 

Andrew Murray 

CEO ECSECC 

March 2010  
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1. Introduction 

 

Official statistical data on South African cooperatives is recorded and kept by the Registrar of 

Cooperatives, located in the Department of Trade and Industry. The database has been criticised as 

unreliable and seen as fraught with several problems. The Registrar’s list does not provide for an 

appropriate classification based on the new Cooperatives Act of 2005. Instead, cooperatives are either 

classified as farming, agricultural or general trading cooperatives as per the Cooperatives Act of 1981. 

The registration system and data do not distinguish between primary, secondary and sectoral 

cooperatives as per the new Act. Moreover, the contact information is often incorrect making it difficult 

to verify the existence of cooperatives. It is also not possible to analyse the make-up of its membership 

by race, gender, occupational status, and information that would give an indication of the movement. 

Finally, the registration system does not have mechanisms to confirm whether the cooperatives are in 

fact engaging in cooperative activity. 

 

There are more than 3000 registered cooperatives in the Eastern Cape, however little is known about 

the organisation and functioning of these cooperatives. In order to address some of the limitations of 

the CIPRO (Companies and Intellectual Property Registration Office) database and develop the 

cooperatives support and development strategy on a more informed basis, DEDEA (Department of 

Development and Environmental Affairs) undertook to carry out a baseline study. During March and 

April 2008, 203 coops took part in 6 regional workshops, where they filled in questionnaires and took 

part in group discussions. The main objective of the survey was to gain insight into the characteristics 

and economic operations of the cooperatives, as a basis for the strategy and future research. The survey 

was designed to determine the distribution of cooperatives in the province of the Eastern Cape, in terms 

of their organisational and economic activities as well as the pattern of inter-cooperative relations. This 

survey provides the characteristics of cooperatives in the Eastern Cape as well as associations between 

key characteristics.  

 

For the purpose of this study, a co-operative as defined as per Act No. 14 of 2005: “A co-operative is an 

autonomous association of persons united voluntarily to meet their common economic and social needs 

and aspirations through a jointly-owned and democratically-controlled enterprise organised and 

operated on co-operative principles.” 
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2. Cooperatives in an international context  

 

Today close to a billion people are affiliated with cooperatives all over the world. This is reflected in the 

227 member organisations, from 91 countries, that make up the International Cooperative Alliance (ICA). 

Many countries that have achieved economic development have a vibrant and a dynamic cooperative 

sector contributing substantially to the growth of those economies. For example, in Kenya cooperatives 

contribute 45% of the Gross Domestic Product (GDP) and 31% of the total national savings and deposits. 

In New Zealand, 22% of the GDP is generated by cooperative enterprises. According to the ICA, 

cooperatives internationally have more than 800 million members1. 

 

The history of the cooperative development in South Africa is linked to, and was shaped by the history 

of colonial and apartheid planning and organisation in society and the economy. The first cooperative 

formally established was the Pietermaritzburg Consumers Cooperative, registered in 1892 under the 

then Companies Act. During the apartheid era, white farming cooperatives were used as important 

instruments of agricultural commercialisation and rural development. At their peak in the 1980s, the 

250 or so white agricultural cooperatives had a membership of 142,000, total assets of some R12.7 

billion, total turnover of some R22.5 billion, and annual pre-tax profits of more than R500 million2. 

Contemporary commercial agriculture was built on a century of state support; state-controlled and 

regulated marketing, subsidies and incentives together with land dispossession and the exploitation of, 

and social control over, cheap black labour. Cooperatives were central in this system. Notwithstanding 

the problems of apartheid-era agricultural policy and its related systems, the relatively successful 

experience of white agricultural cooperatives testifies to the importance of the state in creating an 

environment conducive for the development of cooperatives. 

 

Diverse forms of cooperative survival activity have long been a feature of pre-colonial Southern African 

societies. Organised development of modern cooperatives also took root in black communities in the 

aftermath of mining-led industrialisation and urbanisation. The urban and rural poor have sustained 

various hybrids of cooperative-type savings entities: stokvels, burial societies and savings clubs. It is 

possible that their savings amount to billions of rands each year, but the strategic control and use of 

these resources is not in the hands of the members of these cooperative initiatives. 

 

A baseline study surveying 684 South African cooperatives and published in 2001 by the National 

Cooperative Association of South Africa (NCASA) estimates a total of 60 000 participants in South African 

cooperative enterprises. Economically, the cooperative movement is still small. It is estimated that the 

aggregate turnover of the 654 cooperatives is R1, 3 billion. However, if the largely white agricultural 

marketing and supply cooperatives are excluded, this figure falls to a R84 million. Even though more 

than eight years old, NCASA study’s conclusion that in comparative economic terms (volumes and 

financial flows) the cooperative movement is still small, is still valid.  

 

                                                 
1
 International Cooperative Alliance (2006), ICA Group 300 Report. www.ica.coop 

2
 Amin and Bernstein (1995) The role of Agricultural Cooperatives in Agriculture and Rural Development. LAPC: 

Policy Paper 32.  
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There is no formula or ‘blueprint’ for a successful cooperative. However, there are certain pre-

conditions, which could be used as a basis from which to enhance the development of a cooperative. 

These should be complemented with context specific interventions deriving from the varied activities 

that cooperatives are involved in such as internal institutional dynamics, the state of the cooperative 

sector and wider external challenges. This study of cooperatives in the Eastern Cape provides the basis 

for designing some such specific interventions.  

  

Relevant lessons for the Eastern Cape from international experiences point to five themes: adherence to 

the principles and values of cooperatives, the importance of the universal definition, the state playing an 

appropriate role in relation to self-identified needs of cooperatives, how worker cooperatives are 

important in job creation and work equity, and the importance of movement building. 

 

International literature suggest that the South African state would do well to learn from the experiences 

elsewhere that cooperatives are not the solution to all development problems, but are organisations 

that people choose to create. Cooperatives are complex social organisations of business that bring many 

other complexities with them. The focus of government and other support must be on creating an 

environment where the capacity of the participants to build their organisations themselves to operate in 

the normal business environment is the key to their success3. Strategic state support needs to be 

precisely focused, targeted and attuned to challenges facing cooperatives and should guided by the level 

of development of specific cooperatives, cooperative sectors and the cooperative movement as a whole. 

The state has to build capacity to be responsive without being populist or clientelist, as this will allow 

the movement to find its way. The role of the state must be informed by the challenges facing 

cooperatives as defined by cooperatives themselves4. Although this study has limitations, as will be 

discussed, it goes some way in highlighting the key issues facing cooperatives in the Eastern Cape.  

3. Methodology and data analysis  

 
A total of 203 cooperatives participated in the study, selected from 121 villages in 32 local municipalities 

in all the 6 districts and one metropolitan municipality of the Eastern Cape. With a total of 1107 

cooperatives registered by CIPRO in 2007, the response rate was 18.4%. The cooperatives participating 

in the study were drawn from the databases of the Registrar of Cooperatives (CIPRO), Dora Tamana 

Cooperatives Centre(DTCC) and Funda Education and Training Cooperative (FETCO), lists of cooperatives 

from each local municipal Local Economic Development (LED) office, district municipalities, DEDEA and 

the Small Enterprise Development Agency (SEDA). Based on this list, cooperatives were contacted and 

invited to attend a one day workshop in each district.  

 

Focus group discussions were also held during the district workshops. The focus group discussions 

focused on the cooperatives experiences with government support programs. The findings of the focus 

group discussion are discussed in chapter 7 below.  

 

                                                 
3
 Mayson, (2002) Agrarian reform and agricultural co-operatives in Cuba – some lessons for South Africa (Research 

report for the Surplus People’s Project: www.spp.org.za.  
4
 Jara and Satgar (2008) International Cooperative Experiences and Lessons for the Eastern Cape: A Literature 

Review 
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The charts below show the distribution of cooperatives per district municipality. The greatest level of  

participation was in the Chris Hani district (27.6%) followed by OR Tambo district (19.7%). Cacadu and 

Ukhahlamba districts had the lowest participation, 4.9% and 8.9% cooperatives respectively. Factors 

such as incomplete databases, lack of telephone numbers or old telephone numbers, as well as poor 

information management within municipalities where databases are not kept or could not be found 

contributed to limited participation. Long distances and the availability and cost of transport were also 

constraints to participation. Participation of cooperatives was greatest in Chris Hani, where the DEDEA 

district office and local municipalities provided transport for the cooperatives. Despite these limitations, 

the results can be used for policy and further research purposes at the provincial level.  

 

Data in the report is presented for the province as a whole or per district. Due to small samples at 

district level, the report mainly gives data at provincial level.  

 

 

 
Figure 1 

 

In future, site visits to cooperatives and a fully administered questionnaire should be used. This would 

greatly assist in verifying information and in ensuring as little inconsistency in the data as possible. In 

order to better understand the survivalist nature and the need for low intensity diversification, action 

research, observation and methods such as financial diaries could also be used.  

 

Some readers will note that the total number of cooperatives is not the same in all the tables. The 

reason for this is that not all questions were answered by all cooperatives. In some questions these are 

coded as missing, and in other question 100% is the total number of cooperatives that answered a 

certain question. In some cases, several questionnaires was filled in by one cooperative, thus some of 

the totals are higher than 203. In these cases the different responses from same cooperatives has been 

taken into consideration. Tests for associations were carried out, and only where such tests yielded a 

statistically significant result are they reported here.  

4. Findings of the study 

 
This section will outline the main findings of the study, for the province as a whole and per district 

where this is appropriate. The findings are divided into five areas; cooperative characteristics, economic 
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sector, economic sustainability, support, education and training and lastly, we look at cooperation 

between cooperatives.  

 
4.1 Cooperative characteristics  

 

The survey sought to characterise cooperatives in the Eastern Cape. That is, to find out if cooperatives 

are registered, how they were formed, who their members are and how they operate.  

 

4.1.1 Formation and registration  

 

Cooperatives are registered with the registrar of cooperatives in the DTI. Prior to 2005 cooperative 

registration was guided by the Cooperatives Act of 1981 and a new Cooperatives Act was promulgated 

in 2005. The new Act significantly broadens the agricultural and marketing focus of the 1981 Act and has 

been informed by international standards and universal principles defining cooperatives. In this study, 

most of the cooperatives are registered (81.4%) with the registrar of cooperatives and these 

registrations are almost equally distributed between the two Cooperatives Registration Acts (1981 and 

2005), with 35.5% having been registered under the 1981 act and 30.0% registered under the 2005 act. 

It is a great concern that 34.5% of cooperatives do not know which act they are registered under, or did 

not answer this question. The high number of cooperatives that do not report which act they are 

registered under indicates limited of knowledge of the 2005 act and the requirements of re-registration.  

 
 

 
Figure 2 

 
Figure 3 
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To determine the survival period and registration status of the cooperatives, the years of formation and 

registration of the cooperatives were recorded. The results show that the oldest cooperative in the 

study was formed in 1978 with the most recent having been formed in 2008. Most of the cooperatives 

(80.8%) were registered after 2002. Of these, the majority were formed in 2006 and this same tendency 

is reflected in the registration. This suggests that there is an association between formation and 

registration of cooperatives, registration being implemented around the time that they are formed.  

 

Cooperatives develop in different contexts and a result of different processes. The most likely reasons 

for the start up of a cooperative are self initiation, initiation through support organizations such as NGOs 

or donors enterprise and start up on the initiative of a government institution (local, provincial or 

national government). In the Eastern Cape cooperatives were predominately self-initiated (70.5%) 

followed by government initiated (18.2%).The distribution is similar across districts, with Alfred Nzo and 

Nelson Mandela Bay Metro having the highest number of government initiated cooperatives. This 

finding stands in stark contrast to a similar study in Gauteng, where it was found in 2005 that 54.2% of 

cooperatives were initiated by government and 24.1% was self initiated5.  

 

 
Figure 4 

 

4.1.2 Cooperative size and membership  

 

The provincial average cooperative size based on 198 cooperatives was found to be 27.4 members per 

cooperative. Overall 48% of the cooperatives participating had less than 10 members. There are some 

cooperatives with more than 100 members, however those are very few (about 3%). The cooperative 

size was grouped and the results are represented in the bar chart below. 

 

                                                 
5
 CO-OPERATIVES IN GAUTENG: A QUANTITATIVE STUDY. Broad Based BEE or Push Back Into Poverty? COPAC, 

2005. www.copac.org.za.  
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Figure 5 

 

The gender composition of surveyed cooperative composition suggests that for the province as a whole 

there is no real difference between the number of male and female members of cooperatives. In Cacadu 

and Amathole there are slightly more females than males and in Alfred Nzo, OR Tambo and UKhahlamba  

there are slightly more males that females. The overall figure for the province however, suggests that 

there are no substantial difference in the numbers of males and females participating in cooperatives 

across the province.  

 

 
Figure 6 

 

The distribution of respondents by age group and district, in the plot below, shows that cooperative 

membership is dominated by members over the age of 55 years. The average number of members in 

the 18-25 years age group is the lowest in all districts followed by the 26-45 years age group and the 46-

55 years age group, in that order. This clearly suggests that youth are not active participants in 

cooperatives and that cooperative activity in the form that dominates in the Eastern Cape is not 

attractive to young people. In fact, this is one of the concerns highlighted by the respondents under 

factors that are negatively affecting the cooperatives’ activities. Research into youth cooperatives in 

South Africa carried out by Umsobomvu Youth Fund6 suggests that the challenges faced by youth 

cooperatives are similar to those faced by other cooperatives. Support measures for cooperatives in 

                                                 
6
 Youth Participation in Cooperatives. A Research Report. Umsobomvu Youth Fund, 2003.  
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sectors that will attract both out-of school youth and youth with tertiary qualifications should be 

developed. However youth participation should be promoted not only in youth-only cooperatives, but 

also other cooperatives.  

 

 
Figure 7 

 

According to this survey, the most frequently cited reason for joining cooperatives was poverty and 

unemployment cited by almost 90% of respondents in all districts. A third of the respondents see 

cooperatives as an employment opportunity (33.1%) and around a fifth cite financial reasons (19.4%). 

The same pattern is reflected in the individual district municipalities. This should give us an indication 

that high levels of poverty and employment leads to initiation of cooperative activity and that starting a 

cooperative is viewed as a means of employment or livelihoods generation.  

 

 

4.1.3 Cooperative organisation and functioning of the board of directors  

 

In order to be registered, it is compulsory for a cooperative to have a board of directors. The functioning 

of the board is also considered an indication of the functioning and operation of the cooperative.  About 

80% of the cooperatives in the province do have a board of directors and just about the same 

percentage state that it is a functional board of directors.  

 

About 85% of cooperatives in the survey are report that they operational and this seems to be the 

pattern in all districts except in NMBM where about 40% of cooperatives are non-operational. 

Operational here means that the cooperative is running daily operations and activities. Another 

indicator of functionality is a bank account. A bank account is essential for conducting a business as well 

as receiving funding for the cooperative. More than 80% of cooperatives surveyed have a bank account. 

This corresponds with the about 80% of cooperatives that are registered. All districts have around 80% 

of cooperatives having a bank account except for Cacadu where the percentage of cooperatives with 

bank accounts is as low as 60%. The table below shows these four indicators for the province.  
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Figure 8 

      

4.2 Economic sectors  

 

Many of the cooperatives participating in the survey reported that they are involved in several economic 

sectors. Agriculture is the most common economic activity practised by the cooperatives with 50.7% 

followed by Services (27.6%), Manufacturing (25.6%) and Art and Craft (21.7%). The least popular ones 

are Housing (3.4%), Health (3%) and Finance (2%). The table below illustrate the number of cooperatives 

reporting that they are active in a given economic sector, and the percent of cooperatives distribution 

per sector.  

 
Table 1 

Economic Sector  
No of cooperatives  

active in sector 

% of total 
cooperatives (203 

Cooperatives) 

BUILDING  30 14.8 

TRADING  33 16.3 

AGRICULTURE  103 50.7 

 SERVICES  56 27.6 

MANUFACTURING  52 25.6 

FINANCE 4 2.0 

HOUSING 7 3.4 

HEALTH 6 3.0 

ARTS & CRAFTS 44 21.7 

OTHER  30 14.8 

Total 365 179.8 

 

The participation of cooperatives in diverse economic sectors and activities suggest that diversification is 

necessary for survival and generation of livelihoods. It is also likely that cooperatives gravitate towards 
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area where support and funding is provided by government and other institutions. In this survey, the  

cooperatives that operate in a range of sectors are more likely to be active in Trading, Services, 

Manufacturing, Housing, Health and Other. Cooperatives in these economic activities are also likely to 

be involved in any combinations of the same economic activities. Cooperatives in the building business 

are more likely to be involved in some other economic activity. 

 

Agriculture does not appear to be positively associated with other economic activities. It is negatively 

associated with Services, which means, cooperatives in Agriculture are less likely to be involved in the 

Services sector. Besides this, no other economic activity is associated with agriculture. This does not 

mean such cooperatives are specialists but that they can equally be involved in any other economic 

activity, without any bias towards certain activities.  

 

Cooperatives in the Art and Craft sector are more likely to be registered or government funded or have 

an induction programme for new members but are less likely to receive SARS correspondence. This may 

be suggesting that Art and Craft cooperatives are not registered with SARS, though government funded. 

It is also possible that such cooperatives have initially been started as community development projects 

and subsequently been registered as cooperatives.  

 

Cooperatives in the Agriculture business are more likely to have been registered under the 1981 Act and 

are self funded through proceeds from their business. Building and Services cooperatives are less likely 

to be government funded. The Services cooperatives are more likely to be aware of SARS and respond to 

SARS correspondence. This suggests that cooperatives in the services business are most likely registered 

with SARS. Traders were found to be less likely to be funded from business proceeds and manufacturers 

are less likely to have relations with secondary cooperatives. Those cooperatives involved in some other 

economic activity not listed in the questionnaire are less likely to have been registered under the 1981 

Act. This suggests that such cooperatives are new. 

 

4.3 Economic Sustainability  

4.3.1 Funding Sources 

 

About 66% of the cooperatives are funded from the membership fees, 22.7% on proceeds from their 

business and 23.6% are government funded. There are thus marginally more cooperatives that are 

funded by government than there are cooperatives that are funded by their proceeds of the business. 

The rest are funded by the NGOs (3.4%) and only a few cooperatives funded from other sources and 

these were found in Alfred Nzo and Chris Hani. The very low number of cooperatives that report being 

funded through the proceeds of their business suggests a low level of productivity and high level of 

dependence on outside funding sources. Given the high level of poverty and unemployment among 

cooperative members, the membership fees are likely to be mall, and not sufficient to provide the 

quantities of capital necessary for production. The relatively low percentage of cooperatives supported 

by government can also suggest that financial support is not easily available. The table below illustrates 

funding sources for coops in the province.  

 



 

Cooperatives in the Eastern Cape: Struggling for Survival and Sustainability  16 

 

 
Figure 9 

 

4.3.2 Access to markets  

 

The perception created above that cooperatives are fledgling is confirmed by the lack of markets that 

cooperatives in this study report. Close to 36% of cooperatives in the province state that they have no 

market for their products. About half of the cooperatives in Alfred Nzo and Chris Hani do not have a 

market for their products, 30% in NMBM and OR Tambo and around 20% in Cacadu and Amathole.  

 

Slightly less than 20% of cooperatives have a market in government departments. Just over 20% of 

cooperatives in Amathole and NMBM have market in government while slightly less in OR Tambo and 

Cacadu do have that market. In the rest of the districts only about 10% have a market in government. 

 

Close to 30% of cooperatives in Ukhahlamba have their market in other cooperatives and so have 

slightly less than 20% of the cooperatives in Amathole and Chris Hani. Very few (less than 5%) 

cooperatives in Alfred Nzo and OR Tambo sell their products and services to other cooperatives. No 

cooperatives in NMBM and Cacadu have their market in other cooperatives. This could mean that 

cooperatives in these districts are involved in the same business, that there is no knowledge of other 

cooperatives and that cooperation between cooperatives is neither the priority of cooperatives nor of 

the institutions providing support.   

 

The private sector market seems to be the most frequently accessed market with cooperatives in all 

districts. Overall, about 38% of cooperatives in the province have a private market for their products. 

Close to 58% of those in Amathole sell their products to the private market followed by Ukhahlamba at 

50% then OR Tambo and Cacadu at about 40% then the rest of the districts at less than 30%. About 10% 

of cooperatives say that they are uncertain about their markets.  
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Figure 10 

 

 

When testing for associations between the different characteristics of cooperatives and access to 

markets we found that the cooperatives with no or uncertain market are less likely to have premises, 

have a board of directors, use a business plan, conduct annual audits and receive and respond to SARS. 

Such cooperatives are more likely to be receiving funding from other sources or are not operational.  

 

Those that have their market in other cooperatives are more likely to be membership fee funded or 

have relationships with secondary cooperatives. The cooperatives that access the private market are 

more likely to be funded by business proceeds, operating from some premises and using a business plan. 

These are thus the most independent cooperatives.  

 

Cooperatives with market in the government departments are more likely to be funded from their 

business proceeds, operate on a business plan, conduct annual audits, receive and respond to SARS 

correspondence and have an education and training plan or skills development programme. This 

suggests that the cooperatives that supply their goods or services to government institutions have been 

part of a program of support and training by government and fulfil criteria for service providers such as 

annual auditing and tax returns. The analysis shows that cooperatives that have government, other 

cooperatives or private market are much less likely to have market problems. This seems to suggest that 

these three markets are stable customers of the cooperatives. Results also suggest that cooperatives 

market their products to different markets to without any distinguishable market combinations. 

 

Other positive associations were between trading cooperatives and having a market in other 

cooperatives. In other words, traders are more likely to have their market in other cooperatives 

compared to non-traders. The other positive association is the association between services and market 

in the government. Cooperatives in the services business are more likely to have a market in the 

government departments compared to non services cooperatives. This is consistent with the result that 

they are more likely to be aware and responsive to SARS. 

 

With over one third of cooperatives reporting that they do not have markets for their products or 

services, providing market information support, negotiating market access, product improvement and 
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promotion of sales between cooperatives should be at the core of the provincial strategy. Included in 

this should be opening up of state markets as well as promotion of cooperatives in sectors where there 

is an existing market. The literature on cooperative experience such as the regional network of 

cooperatives in Mondargon in Spain shows that cooperatives function best when they cooperate with 

each other, control entire value-chains and regions.  

 

4.3.3 Assets and premises  

 

The majority of cooperatives have premises from which to conduct their business (68.5%). Premises 

here are likely to include land used for agricultural production. Access to information technology and 

communication was found to be generally low with 28.6%, 18.7% and 21.7% having access to telephone, 

fax and computer respectively. About a quarter of cooperatives do have the relevant machinery for their 

core business operations and 16.7% do have access to transport/car. This may provide some explanation 

for other findings in the study that a high number of cooperatives do not have a market for their 

products and services, and do not network, communicate and cooperate with other cooperatives. 

Communication services are also costly to obtain and maintain, and can ill be afforded by cooperatives 

that are struggling for survival.  

 

 
Figure 11 

 

4.3.4 Auditing and Payment of Tax  

 

Awareness of SARS is very high among the cooperatives (72.4%) but only 50.2% receive SARS documents 

and 41.4% actually do respond to SARS communications. The fact that about 50% of participating 

cooperatives receive SARS documents indicates that about half of the cooperatives are registered for tax 

purposes although some do not respond to SARS communications. It should be noted that 

communication challenges and lack of reliable addresses for cooperatives can prevent communication 

with SARS and documentation from SARS arriving to the cooperatives. For example, many cooperatives 

register with CIPRO using the post box address of a relative or of a support organisation. SARS 

registration and a tax certificate is a prerequisite for trading with government institutions.  
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Annual auditing is not common in the province’s cooperatives. Less than 30% of cooperatives do carry 

out annual audits of their activities. In most districts there are more who do not than those who take 

annual audits except in Ukhahlamba where about 50% do take annual audits and the rest either do not 

or are not sure if those audits are carried out. At a provincial level, just below 30% of cooperatives do 

carry out annual audits.  

 

 
Figure 12 

 

4.4 Support, education and training  

4.4.1 Cooperative support providers  

 

One of the key aims of this study was to investigate the extent to which the support that is provided by 

government and other institutions reach out to cooperatives, and whether such support has any impact 

on the operations and functionality of cooperatives. Questions were also asked to determine which 

support cooperatives require. In addition to the questionnaire, focus group discussions were held and 

the results of these are discussed in section 4 below.  
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funded cooperatives are less likely to be supported by government, instead they are likely to be 

supported by other cooperatives. NGO funded cooperatives mostly get their support from NGOs as well 

and those with relations with secondary cooperatives are likely to get their support from other 

cooperatives. Generally, cooperatives are more likely to get support from their sponsors. This also 

suggests that more successful cooperatives are more likely to be beneficiaries of support.  

 

 
Figure 13 

 

4.4.2 Cooperatives support received 

 

Secondly, the study asked what kind of support cooperatives receive. Participants reported that they 

mostly receive training (45.3%), financial support and material support (19.2%). However, marketing 

support is very rare with only 3.9% of the cooperatives having received such support. Most cooperatives, 

though, would need financial support (78.8%), coop management support (58%) and strategic and 

business planning support (52%). The low support for marketing is a concern given the significant 

challenge marketing presents to cooperatives.  
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1981 Act, are business proceeds or government funded and operate on a business plan. Those that are 

membership funded are less likely to have received material support. 

 

Cooperatives that received training support are more likely to have their own premises, have a bank 

account, are government funded, conduct annual audits, have a skills development or education and 

training programme and are aware of, receive documents from and are responsive to SARS. This pattern 

of relationships is also found for the cooperatives that have received financial support. However, these 

receive SARS correspondence but do not necessarily respond to them and also operate on a business 

plan and are less likely to be membership funded. Cooperatives that received mentoring support are 

more likely to be business proceeds funded or government funded or NGO funded. Therefore, receiving 

mentoring support depends on who provides the funding for the cooperative.  
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Government is more likely to provide its training services to cooperatives that it funds and have their 

own premises, proceeds funded and operate on a business plan. NGO funded cooperatives are more 

likely to be trained by NGOs and those with other funding sources likely to get training from other 

trainers. This suggests that cooperatives are trained by their funders. Cooperatives that receive SARS 

correspondence are more likely to be NGO trained and those with skills development programmes in 

place are more likely to be trained by government trainers. These findings give some indication of 

association, however it is difficult to determine whether these associations are of a causal nature.   

 

 
Figure 14 

 

 

4.4.3 Cooperatives’ support needs 

 

The study also asked questions about the support needs of cooperatives. The questions were closed, 

with an option to list other forms of support needed. Overall, about 80% of the cooperatives reported 

that they need financial support. Also equally needed in all districts is cooperative management support 

cited by 60% of cooperatives in all districts. This suggests that most cooperatives are groups of people 

trying to empower themselves but are not sure of how to manage their organisation, the cooperative 

itself. Also suggested in this result is the possibility that very little is being done after formation of 

cooperatives either by members or by government or other support institutions. Training, monitoring 

and mentoring could improve this situation.  

 

Most cooperatives did not identify other areas of support needs with about 80% of them in the province 

not needing other support types. All district municipalities are close to the provincial level except NMBM 

and Amathole with close to 40% of cooperatives having other needs. However, if this had been asked as 

an open question, the result may have been different. It is interesting that the support that cooperatives 

report they require is of auxilary and support services, rather that support related to the nature or 

quality of production. In future research, the particular support and training needs for cooperatives in 

different economic sectors need to be determined.  
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Figure 15 

     

In the analysis of the data, tests were done to determine whether cooperatives have certain support 

needs depending on their baseline characteristics. It was found that Cooperatives registered under the 

1981 Act more likely to need financial support. Besides having been registered under the 1981 Act, 

cooperatives needing strategic planning support are more likely to be government funded. Cooperatives 

in need of business planning support are more likely to be registered and have relations with secondary 

cooperatives. However, they are less likely to be operating on a business plan or having an education 

and training or skills development plan. 

 

Cooperatives needing Cooperative Management support are more likely to be business proceeds funded 

or government funded and less likely to be membership fee funded. They are also more likely to have 

relations with secondary cooperatives and less likely to respond to SARS correspondence. 

 

4.4.4 Education and training in cooperatives  
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seem to be lower than other districts. 
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the government through its departments (22.2%) and local municipalities (23.6%) and the NGOs (19.7%). 

These cooperatives receive training in business management (34%), production (25.6%) and 

introduction to cooperatives (27.6%) as well as finance and other training. While cooperatives might be 

getting all that training, it came out from the survey that most of them need marketing training (75.4%), 

financial management (78.3%) and production (63.1%). Also mentioned was the need for training in 

farming, skills development, information technology and other unspecified needs.  

 

 
Figure 16 

 

 

 

 
Figure 17 
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Cooperatives training followed by OR Tambo with 40% with Chris Hani recording the lowest of about 

10%. The rest of the districts were in similar to the province with about 30%. With just over 30% of 

cooperatives in the province having received Business Management training it is clear that such training 

is needed.  

 

Product related training was also popular among the cooperatives. About 45% of cooperatives in 

Amathole have received such training followed by OR Tambo at 30% and the rest being in the range of 

20%. In the whole province, just over 20% of the cooperatives have received the training. Other types of 

training were not so common with 20% of cooperatives in NMBM and Cacadu having received some 

other training. However, only slightly less than 10% have received such training in the whole province. 

 

 
Figure 18 

Cooperatives that received production training are more likely to be those registered under the 1981 

Act, have their own premises, are business proceeds or government funded and have a business plan. 

Introduction to cooperatives is associated with having premises and having an induction or skills 

development programme. Business management training was more likely to have been received by 

cooperatives that have their own premises, receive SARS correspondence and respond to it and have a 

skills development programme in place. Other training was linked to government funded cooperatives 

or those operating on a business plan. 

 

4.4.6 Cooperatives’ training needs 

In order to assist the work of DEDEA and other institutions, questions about training needs were asked. 

Marketing and Financial and General management training were the most highly requested among 

cooperatives in the province with a provincial demand of close to 80%. Skills development, farming 

methods and other training needs were not so much in demand with provincial demand levels of less 

than 20%. This may be due to the fact that only cooperatives in a particular business would need such 

training. Very few cooperatives report that they require IT training. This is an indication of the lack of IT 

infrastructure as well as lack of awareness of the how important ICTs are for communication and 

movement building, as well as for daily operations and running of a cooperative. There were more 
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cooperatives in NMBM that would need IT training (close to 60%). This could also have much to do with 

the urban nature of the metropolitan municipality. 

 

 
Figure 19 

 

4.5 Cooperation between cooperatives  

 

One of the six principles for cooperation adopted by the International Association of Cooperatives and a 

factor for success that is common in international literature on cooperatives is cooperation between 

cooperatives. This principle is based on the recognition that co-operatives serve their members most 

effectively and strengthen the co-operative movement by working together through local, national, 
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housing sector.  This tells us that there is very low levels of cooperation between cooperatives. There is 

also anecdotal evidence from the district workshops that cooperatives see one another as competitors. 

This is key area that needs to be addressed by the strategy and by the approach of all actors involved in 

the cooperative support field.  
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Figure 20 

    

5. Factors affecting cooperatives’ activities per district  

 
During the district workshops, focus group discussions were held. The focus group discussion was 

structured to allow for discussion on the factors that affect the activities of cooperatives. The issues 

were classified into one of four categories, namely, training, support, infrastructural and socioeconomic. 

The issues raised are discussed by district below. The factors identified as negatively affecting 

cooperatives’ activities are listed in the table in below. 

 

All districts need training in marketing and business planning except Ukhahlamba and Cacadu. The same 

applies to business planning/management which was not mentioned by cooperatives in NMBM and 

Ukhahlamba. However, the fact that some districts do not need certain training may not mean it is not 

needed in reality but that it might have been mentioned under training needs and could have been a 

repetition to mention it under factors affecting cooperatives’ operations. This is true of financial training 

which was mentioned by cooperatives in Chris Hani, Ukhahlamba and OR Tambo but not the others.  

 

Specifically, farming training was mentioned by cooperatives in Alfred Nzo, access to training facilities by 

Chris Hani, tendering and government procurement by Amathole, certification and legal training by 

Ukhahlamba and introduction to cooperatives mentioned by OR Tambo and Amathole. Cooperatives in 

OR Tambo also mentioned the need for slightly longer and more sustained training programmes. 

 

The most common infrastructural problems mentioned were roads, water, electricity and 

telecommunications. These were mentioned by the more rural districts like OR Tambo, Alfred Nzo,  

Ukhahlamba and Chris Hani. The others mentioned lack of own premises (NMBM), non availability of 

land (Cacadu) and Water (Amathole). Cooperatives in all districts seem to need machinery and 

equipment. This problem as stated by the respondents could be overcome through provision of financial 

support for their acquisition. 
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Many cooperatives reported that they have problems of involvement and commitment by members of 

the cooperatives. This is a very unfortunate issue since cooperatives are intended to encourage the 

working together of individuals. Probably this non-cooperation by cooperative members could be 

overcome by establishing rules and regulations that should be adhered to by all members. The concept 

of cooperation should be adequately understood prior to incorporation.  

 

Delayed payments by big customers, especially the government, make it difficult for cooperatives to 

plan their operations. There should be a deliberate effort on the part of the customers to meet their 

payment obligations with minimum bureaucratic processes involved.  

 

Animal diseases can very well be handled by the veterinary section of the Department of Agriculture, 

through constant monitoring and controlling of outbreaks. However, some of these diseases are not 

necessarily outbreaks but common problems which emerge if certain precautions are not taken by the 

cooperatives themselves. Therefore while government support and monitoring might be necessary it is 

important for the cooperatives involved to acquire as much knowledge of their business as possible.  

 

On the issue of land, it was highlighted that cooperatives that operate on municipal land are normally 

subjected to municipal interference while those in need of municipal land do not get the response to 

their applications in good time. This could be due to rules and regulations governing use and distribution 

of municipal land. As such municipalities do not have much choice but to follow such established rules 

and regulations which result in delayed responses to land applications.  

 

Cooperatives operating in or around urban centres have their own specific issues which differ from 

those in rural areas. A typical example is tenders. Urban based cooperatives need tender and 

procurement training (Amathole) or complain about not getting government tenders or feel the process 

in not really transparent (Cacadu/NMBM). Such problems were not mentioned by cooperatives 

elsewhere.  
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6. Conclusion  

 
The most striking finding in this study is that the majority of cooperatives that participated are operating 

at the level of survival and the sustainability of their operations is an ongoing struggle. Only a few of the 

cooperatives participating were an exception to this rule. It is possible that there are some well 

functioning and independent cooperatives that operate in the Eastern Cape which did not take part in 

this study, however we believe that the participation of these would not have changed the general 

picture significantly.  

 

It should be noted that the difficulty of generating economic activity in areas where there is traditionally 

little economic activity, high levels of poverty and unemployment and areas that for historical reasons 

functioned as labour surplus depots for the country’s more advanced regions is a challenge. This is a 

challenge that is not limited to cooperatives, but also other forms of economic activity. It is therefore 

not surprising that this study indicates that there are greater degrees of economic activity and ‘success’ 

among cooperatives in urban and peri-urban areas such as the Nelson Mandela Metro and Amathole 

district. These are also cooperatives that have received support from municipalities, indicating that 

there is support from the local or district LED office that might be having an impact. 

 

Key indicators for what we call the struggle for survival and sustainability is the lack of markets or 
limited access to markets to sell goods or services produced. This is a strong indication that the strategy 
to be implemented by DEDEA and other institutions should have a greater focus on marketing. 
Marketing support should not be limited to training, but to market analysis, information banks, product 
development and improvement. There should also be attempts to negotiate and facilitate access to local 
markets, and where relevant international markets. Perhaps more striking is the finding that there is 
very limited trading or cooperation between cooperatives. Where support of marketing and product 
development is provided, cooperation between cooperatives and the creation and control of entire 
production chains should be promoted.   
 
It is also evident that the support that most institutions provide is largely auxiliary – that it is not at the 
core of the cooperatives’ ‘buisness’, and that cooperatives have received little training. The cooperatives 
report an overwhelming need for production related training and support. The training and support 
needs should be better understood, and more detailed research should be done in the various sectors to 
develop specific support and training programs. Longer term mentoring should also be part of this. 
Training and support in the area of production is essential for the production and goods and services 
which can be sold and provided to other cooperatives. A study carried out in Gauteng in 2005 similarly 
argues that it is not sufficient to assist or initiate the formation of co-operatives into legal entities 
without planning for or ensuring their development into self-sustaining institutions.  
 
The educational background of members also indicate that there is great scope for ABET and literacy 
programs within or between cooperatives. Training should not be limited to short term programmes, 
but also the channelling of members into further and higher education to constantly improve and evolve 
to more technically advanced production.  
 
The vast majority of cooperatives are self initiated. This should be a positive indicator, and should 
indicate low levels of state dependency. However we also know that most of these cooperatives 
struggle to sustain their activities and give members returns for the labour and capital they put in. The 
majority of cooperatives are formed after 2002, many in 2006, and it is highly likely that the formation 
of a cooperative is seen as a way of accessing government funding or tenders as cooperatives 
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development has increasingly become a part of dominant government discourse on economic 
development. Particularly in 2006 the Department of Education’s school nutrition program was opened 
up for cooperatives as suppliers and this led a mushrooming of secondary and tertiary cooperatives, 
although not strong primary cooperatives. Reports on this exercise have shown that where strong and 
established primary cooperatives were contracted, the service to the school improved. There was more 
limited success where secondary cooperatives were established without being rooted in existing primary 
cooperatives7.  
 
In the mainstream discourse on economic development, cooperatives are treated purely as economic 
enterprises. However, the fundamental premise for a cooperative is that it is to provide services to its 
members, and to the community. Cooperation should also be an empowering experience, where the 
members - the workers themselves - own and control the means of production. Democratic decision 
making and control is another element of the cooperative experience. Cooperatives should not be 
instrumentalised as a means to develop small profit making enterprises, but rather the rationale for 
efficiency should be meeting the needs of members and society. Cooperatives should be solidarity 
based, autonomous and people driven and should work closely with other forms of solidarity based 
development organisations8.  
 
In this study, it is evident that cooperatives are seen as prospective employers and a means of providing 
‘livelihoods’ in a poverty stricken context. The development of cooperatives should be part of a larger 
strategy to transform society and be at the centre of the search for meaningful forms of worker 
ownership and production. As a vehicle for job creation at the margins9 of the global economy, 
cooperatives are unlikely to meet the expectations of the hundreds of people that join ‘the movement’ 
every year. It is thus important that cooperatives are not seen as the panacea and solution to all 
problems of poverty and joblessness in the Eastern Cape. Cooperation should also be promoted among 
professionals, students and other that can make this democratic form of enterprise work and provide an 
alternative and more empowering in experience of work, particularly for young people.  
 
 
  

                                                 
7
 Nelson Mandela Institute for Education and Rural Development (2007). Evaluation of the Eastern Cape School 

Nutrition Program. Unpublished.  
8
 Vishwas Satgar (2007) Neoliberal restructuring and primitive accumulation. Labour and the global struggle for 

cooperative alternatives. Paper submitted to Global Labour University Conference, 2007. See www.copac.org.za.  
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7. Recommendations  
 
Based on the above, a brief set of recommendations are made to DEDEA, LED practitioners and others 
involved in the promotion and support of cooperatives.  
 

 In order to understand cooperatives better, as well as better understanding the types of support 
that may have an impact on cooperatives and cooperation more in-depth research is 
recommended. This could take the form of case studies of cooperatives.  

 Database management, tracking and monitoring of cooperatives should be improved. There 
should be a central database, with information feeding in from districts.  

 The study asked questions about income, surplus and surplus payouts, however the data was 
inconsistent and has been left out of this report.  Further research should be conducted to 
obtain such information. The survey method may not be the most appropriate method of 
obtaining this information, unless very well administered and combined with site visits and 
group discussion with several cooperative members or board members. Other methods could 
include ‘financial diaries’.  

 Research could also assist in providing a better understanding of democratic practices in 
cooperatives and the extent to which services (and goods) are provided to the community 
rather than measuring only turnover and surplus.  

 Support provided by DEDEA, LED officers, development finance and other institutions should 
emphasise:  

o Market analysis and marketing support should be at the core of support programs.  
o Training and support in areas of production  
o Sustained mentoring support  

 Although support is essential for fledgling cooperatives in a hostile economy, support should not 
be traded for autonomy of cooperatives.  

 Cooperation between cooperatives  - experience also show that they work when working as a 
whole system, not atomised.  

 



E C S E C C  W O R K I N G  PA P E R  S E R I E S  1 1

Cooperatives in 
the Eastern Cape: 
Struggling for Survival 
and Sustainability 

Summary Report of 
a Baseline Study

Department of Economic Development 
and Environmental Aairs and 
the Eastern Cape Socio-Economic 
Consultative Council 

ECSECC is a multi-stakeholder policy research and development
planning organisation established in 1995. We are dedicated to 
evolving new forms of development cooperation between 
government, labour, organised business and developmental 
non-governmental organisations.

Contact ECSECC           
Physical Address: 12 Gloucester Road, Vincent, East London      
Postal Address:  Postnet Vincent, P/Bag X9063, 
 Suite No 3025246, Vincent 5247   

Telephone:  +27 (0)43 701 3400
Facsimile:  +27 (0)43 721 2704

Resource Centre: 168 Bu�alo Road, King Williams Town  
Telephone:  +27 (0)43 642 3852

www.ecsecc.org
Please write to bheksi@ecsecc.org, russell@ecsecc.org  or siv@ecsecc.org with comments on this publication.
For more information about ECSECC or if you would like to contribute to ECSECC’s working paper series. 


