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“Members contribute equitably to, and democratically control, the capital of
their co-operative. At least part of that capital is usually the common
property of the co-operative. Members usually receive limited
compensation, if any, on capital subscribed as a condition of membership.
Members allocate surpluses for any or all of the following purposes:
developing their co-operative, possibly by setting up reserves, part of
which at least would be indivisible; benefiting members in proportion to
their transactions with the co-operative; and supporting other activities
approved by the membership” (ICA, 1995).

Third cooperative principle of the ICA, “Member Economic 
Participation”:



Member economic participation is regulated:

• At national level (different national regulation, cooperative law, etc.) 

• Inside national level:

• Regional regulation

• Industry, cooperative branch (agricultural, worker, etc.)

• At cooperative firm level (Statutes)

Cooperatives around the Word apply different accounting standards:

• Local/National GAAP (including US GAAP)

• IFRS

How member economic participation is accounted and reported in the
financial statements?



Producer cooperatives (f.e. Agricultural):

• Members supply goods to the cooperative.

Worker cooperatives:

• Members provide work.

Consumer cooperatives:

• Cooperative supplies / provides goods or servicies

How member economic participation is accounted and reported in the
financial statements?



Producer cooperative / 
Worker cooperative

Consumer cooperative

Full economic reward to the member as 
distribution of profit

NA

Full economic reward as an expense 
recognised in the profit and loss account

Full transaction is considered as a sale 
recognised in the profit and loss account.

Therefore, patronage dividend as an
adjustment of the initial prices

The economic reward to the member is
splitted in:

1) An expense 
2) Distribution of profits (named patronage

dividend, patronage refund, “retornos 
cooperativos”, “ristournes”.

The full transaction is splitted in:
1) A sale
2) Distribution of profits (named patronage

dividend, patronage refund, “retornos 
cooperativos”, “ristournes” or a 
intermediate result in the P&L  account
(UK)



• How to measure the performance of the cooperative? How to compare?

• Accounting numbers should be adjusted according to the purpose of the
analysis

• Accounting standards can missunderstood the economics of the cooperative. In 
fact, they do:

• The case of IFRS 15 “Revenue from contratcs with customers” and patronage
dividend in UK   → Impacts not only for members, also outsiders. F.e. What is the
impact on risk measures as the ratio net income before interest and taxes to 
interest expense?

• What about the FASB mirror standard in USA (Topic 606 1“Revenue from
contratcs with customers”)? Why is it not an issue for American cooperatives? 

IMPLICATIONS
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