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5.5: Specialized Forms of Business Organization

4. What other options for business organization does a company have in addition to sole
proprietorships, partnerships, and corporations?

In addition to the three main forms, several specialized types of business organization also play an important role in our economy.
We will look at cooperatives and joint ventures in this section and take a detailed look at franchising in the following section.

Cooperatives
When you eat a Sunkist orange or spread Land O’Lakes butter on your toast, you are consuming foods produced by cooperatives.
A cooperative is a legal entity with several corporate features, such as limited liability, an unlimited life span, an elected board of
directors, and an administrative staff. Member-owners pay annual fees to the cooperative and share in the profits, which are
distributed to members in proportion to their contributions. Because they do not retain any profits, cooperatives are not subject to
taxes.

There are currently 2.6 million cooperatives with one billion members employing more than 12.5 million employees in more than
145 countries worldwide. Cooperatives operate in every industry, including agriculture, childcare, energy, financial services, food
retailing and distribution, health care, insurance, housing, purchasing and shared services, and telecommunications, among others.
They range in size from large enterprises such as Fortune 500 companies to small local storefronts and fall into four distinct
categories: consumer, producer, worker, and purchasing/shared services.

Cooperatives are autonomous businesses owned and democratically controlled by their members—the people who buy their goods
or use their services—not by investors. Unlike investor-owned businesses, cooperatives are organized solely to meet the needs of
the member-owners, not to accumulate capital for investors. As democratically controlled businesses, many cooperatives practice
the principle of “one member, one vote,” providing members with equal control over the cooperative.

There are two types of cooperatives. Buyer cooperatives combine members’ purchasing power. Pooling buying power and buying
in volume increases purchasing power and efficiency, resulting in lower prices. At the end of the year, members get shares of the
profits based on how much they bought. Obtaining discounts to lower costs gives the corner Ace Hardware store the chance to
survive against retailing giants such as Home Depot Inc. and Lowe’s.

Founded in 1924, Ace Hardware is one of the nation’s largest cooperatives and is wholly owned by its independent hardware
retailer members in stores spanning all 50 states and 70 countries. In August 2017, Ace opened its 5,000th store. In 2017, the
company reported its revenues in the second quarter were $1.5 billion, which was an increase of 4.6 percent from 2016’s second
quarter. The net income for the second quarter of 2017 was $51.1 million.

Seller cooperatives are popular in agriculture, wherein individual producers join to compete more effectively with large producers.
Member dues support market development, national advertising, and other business activities. In addition to Sunkist and Land
O’Lakes, other familiar cooperatives are Calavo (avocados), Ocean Spray (cranberries and juices), and Blue Diamond (nuts). CHS
Inc., the largest cooperative in the United States, sells energy, supply, food, and grain.

Cooperatives empower people to improve their quality of life and enhance their economic opportunities through self-help.
Throughout the world, cooperatives are providing members with credit and financial services, energy, consumer goods, affordable
housing, telecommunications, and other services that would not otherwise be available to them. There are several principles that
cooperatives must follow, according to San Luis Valley REC, International Co-operative Alliance, and Daman Prakash, author of
The Principles of Cooperation. They include (1) open membership, which means that cooperatives are open to all people to use its
services; (2) democratic member control, which means that organizations are controlled by their members; (3) members’ economic
participation, which means that members contribute equally to the capital of the cooperative; (4) autonomy, which means
cooperatives are self-help organizations controlled by their members; and (5) education and training, which means that
cooperatives provide education and training for their members while also electing representatives, managers, and employees.

Joint Ventures

In a joint venture, two or more companies form an alliance to pursue a specific project, usually for a specified time period. There
are many reasons for joint ventures. The project may be too large for one company to handle on its own, and joint ventures also
afford companies access to new markets, products, or technology. Both large and small companies can benefit from joint ventures.
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In 2005, South Korea’s Hyundai Motor Company announced it signed a $1.24 billion deal to form a joint venture with China’s
Guangzhou Automobile Group. The arrangement gave the South Korean automaker access to the commercial vehicle market in
China, where its passenger cars are already the top selling foreign brand. Each side will hold equal stakes in the new entity, named
Guangzhou Hyundai Motor Company. The new plant began production in 2007 with an annual capacity of 200,000 units producing
small to large trucks and buses as well as commercial vehicles. According to Reuters, Hyundai made plans to build a fifth factory
in China. With five factories in operation, Hyundai’s annual Chinese production capacity will be 1.65 million vehicles.

CONCEPT CHECK
1. Describe the two types of cooperatives and the advantages of each.
2. What are the benefits of joint ventures?

This page titled 5.5: Specialized Forms of Business Organization is shared under a CC BY 4.0 license and was authored, remixed, and/or curated
by OpenStax via source content that was edited to the style and standards of the LibreTexts platform.

4.5: Specialized Forms of Business Organization is licensed CC BY 4.0. Original source:
https://courses.lumenlearning.com/waymakerintromarketingxmasterfall2016.

7

https://libretexts.org/
https://creativecommons.org/licenses/by/4.0/
https://biz.libretexts.org/@go/page/54184?pdf
https://cnx.org/contents/4e09771f-a8aa-40ce-9063-aa58cc24e77f@8.5:39cbc27f-0332-59b8-8195-03ca9fa63955@8.5#rfin-ch04_7
https://biz.libretexts.org/Courses/HACC_Central_Pennsylvania's_Community_College/Introduction_to_Business_(Gifford)/05%3A_Forms_of_business_ownership/5.05%3A_Specialized_Forms_of_Business_Organization
https://creativecommons.org/licenses/by/4.0
https://openstax.org/
https://openstax.org/details/books/introduction-business
https://biz.libretexts.org/@go/page/2485
https://creativecommons.org/licenses/by/4.0/
https://courses.lumenlearning.com/waymakerintromarketingxmasterfall2016

