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ABSTRACT

A Study on Fund-Raising Practices and Improvement Measures |

for Small Business Cooperatives

Yoo, Youhg—Ho

Major in Digital Small
Business Administration
Graduate School of
Digital Small Business

Hansung University

The change of economic environment surrounding SMEs after 1990s
~transforms SME policy into the direction of establishing fair
competition system of market economy, so—called ’autonomy and
competition’. But some SME cooperatives tend to depend still on
governmental policy of protection and nurture rather than to seek for
change in order to adapt to market economy system..

Though it is difficult to deny the public contribution of the roles in the
national economy played by SME cooperatives considering the
characteristics of the cooperatives as self~made organization of the
weak in society and economy, it is doubtful that cooperatives are as
worthy as of the ideal pursued, and they will overcome the pressure for

change from inside and outside and intrinsic limitation from the
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characteristics that their member is user, owner, and controller.
However, it is very suggestive to Korean SME cooperatives the fact
that the cooperatives of advanced countries in Europe or North America
are already endeavoring to overcome the intrinsic limitation in
cooperative management with maintaining the identity of the cooperative
to the minimum and transforming the system and management of the
cooperative keeping up with the change of the times.

Therefore this study reviewed the conditions of the cooperative and
new change of overseas cooperatives from a theoretical point of view.
In fact, it is keenly needed for the cooperatives to expand the capital
for moving ahead with the projects required by their members for the
sake of the existence and development of the cooperatives with value.
But in actuality, cooperatives have much difficulty in funding owing to
their different funding system from the corporations.

That is because member financing and undistributed profit alone, that
is, the traditional funding method of the cooperative, hardly meet the-
request of the capital expansion required for new investment in
equipment, nor provide investment inducement to outside of the
cooperative due to the restriction of profit earnings distribution, capital
gains and etc. in proportion to investment.

However, in order to solve those problems, western cooperatives are
adopting and running new funding systems such as base capital plan,
which imposes the responsibility of financing fairly in proportion to the
usage rate of services of the cooperative, per-unit capital retains,

flotation of stocks targeting members or outside investors, establishment
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of subsidiary company by common investment, and etc.

Accordingly, this study examined the characteristics of cooperative
funding system, limitation. factors and situations of funding in Korean
SME cooperative funding and then suggested the ways of funding after
considering new funding systems introduced and operated by» western
cooperatives recently.

Hopefully this study will be used as a basic material to introduce new
funding system for SME cooperatives, which are enlarging the demand
for the policy line and increase of capital required for improving the

condition of management for SME cooperatives.
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