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Abstract:

This study investigates counter-bootstrapping practices adopted by co-operatives in South Africa and
examines factors inhibiting full utilisation of financial bootstrapping. The research seeks to provide
insight into why certain bootstrapping strategies remain underutilised, despite their potential role in
sustaining and enhancing co-operative performance and resilience. Using a sequential mixed-methods
design, data were collected from 52 agricultural co-operatives through structured questionnaires and in-
depth interviews. Quantitative findings were analysed descriptively via SPSS, while qualitative data
underwent thematic analysis using Atlas.ti to explore underlying counter-practices and inhibiting factors.
Co-operatives exhibit limited adoption of key bootstrapping methods, often engaging in counter-
bootstrapping behaviours due to unsubstantiated beliefs, education gaps, and structural limitations.
Findings highlight the need for targeted interventions addressing financial literacy, trust, ownership risk,
and structural challenges. Stakeholders must support co-operatives in adopting effective bootstrapping
while discouraging counter-productive financial behaviours that undermine sustainability, growth, and
long-term survival in resource-constrained environments. The study offers novel empirical insights on
counter bootstrapping practices and inhibiting factors affecting co-operatives in South Africa. While
bootstrapping is widely promoted, little is known about why co-operatives fail to fully adopt these
practices. This study contributes to filling that gap, informing policy, capacity building, and financial

management strategies for co-operative sustainability.
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Introduction

Like many developing countries, South Africa continues to grapple with the intertwined challenges of
unemployment, poverty, and inequality. These socio-economic pressures are particularly pronounced
among vulnerable groups such as youth, women, and rural populations who remain disproportionately
affected by limited access to formal employment opportunities (Nyathi et al., 2024). Economic strain has
been further exacerbated by recent global shocks, such as the COVID-19 pandemic, which have
heightened unemployment rates and deepened food insecurity across many communities (Khambule,
2022). In response to these enduring socio-economic challenges, agricultural co-operatives have been
widely promoted as viable vehicles for poverty alleviation, employment generation, and inclusive

economic participation in South Africa's rural landscape (Zantsi, 2021).

Agricultural co-operatives are member-owned enterprises structured to harness collective resources
and provide mutual support among members in pursuit of sustainable livelihoods. They are instrumental
in strengthening local economies, enhancing food security, and promoting social cohesion, particularly
in marginalised rural settings (Nontu et al., 2024; Zantsi, 2021). Globally, co-operatives have played a
significant historical role in empowering disenfranchised communities and improving economic
resilience during times of hardship (Kampmann & Kirui, 2021). Their origins can be traced to the 19th
century in Europe, particularly the Rochdale Society of Equitable Pioneers in England, which
demonstrated how pooling limited resources could provide better access to essential goods and services

for the working class (Grashuis, 2025; Kampmann & Kirui, 2021).

Despite these favourable policy interventions, the South African co-operative sector continues to
experience an alarmingly high failure rate. According to the Zantsi (2021), a significant number of
agricultural co-operatives fail within the first few years of establishment. These failures are attributed to
various factors, including insufficient financial resources, poor managerial capabilities, internal conflicts,
weak governance structures, and inadequate training (Rangwetsi & van der Waldt, 2021; Zantsi, 2021).
Critically, limited access to formal external financing continues to feature prominently as a persistent
barrier to the sustainability and scalability of co-operative enterprises (Mnguni & Mnesi Mdiniso, 2024;
Okem, 2023).

Given these financial constraints, alternative financing approaches such as financial bootstrapping have
emerged as potentially valuable strategies for enhancing co-operative sustainability. Financial
bootstrapping refers to the utilisation of innovative, non-conventional methods by entrepreneurs to
acquire and mobilise business resources without relying on traditional external funding sources such as
bank loans, venture capital, or government subsidies (Fatoki, 2014; Rita & Nastiti, 2024). These

strategies include practices such as minimising capital investments, sharing resources, delaying
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payments, utilising personal savings, and building collaborative supplier and customer relationships to
effectively manage cash flows (Alhammadi & Rahman, 2025; Rita & Nastiti, 2024)).

The academic discourse on financial bootstrapping has gained considerable momentum over the past
three decades, with numerous studies examining its application across diverse entrepreneurial contexts
(Alhammadi & Rahman, 2025; Fatoki, 2014; Rita & Nastiti, 2024). Winborg and Landstrom (2001) have
contributed significantly to the conceptualisation of bootstrapping by identifying distinct groups of
bootstrapping methods. These methods include owner-related financing, joint utilisation of resources,
minimising capital investments, customer-related strategies, delaying payments, and subsidy financing
(Winborg & Landstréom, 2001). These studies highlight the adaptability and resourcefulness inherent in
financial bootstrapping, particularly for small and emerging enterprises operating under financial

distress.

The limited adoption of financial bootstrapping methods among South African co-operatives can be
attributed to the complex interplay between inhibiting factors. Structural inhibitors, such as poor
infrastructure, limited market access, and weak institutional support, constrain the operational flexibility
required for effective bootstrapping (Ismaila et al., 2022; Zwane et al., 2024). Moreover, socio-
demographic factors such as low levels of financial literacy, lack of managerial experience, and
education deficits impair co-operative leaders’ understanding and application of bootstrapping strategies
(Ismaila et al., 2022). Issues related to ownership risk, unsubstantiated beliefs about debt, lack of trust
among members, and deeply rooted cultural practices further hinder the willingness of co-operatives to

explore alternative financing mechanisms (Zwane et al., 2024).

Against this background, the present study seeks to address two specific research objectives: (1) to
determine the counter-bootstrapping practices that South African co-operatives engage in and (2) to
identify the factors that inhibit co-operatives from fully adopting financial bootstrapping methods.
Understanding these dimensions is critical for developing contextually relevant interventions to improve
co-operatives’ financial resilience and long-term sustainability. By focusing on counter-bootstrapping
behaviours and the underlying inhibitors, this study contributes to both the academic literature and
practical discourse on alternative financing strategies for co-operatives operating in resource-

constrained environments.
Literature Review

Investigating financial bootstrapping in agricultural co-operatives is essential because it provides a
pathway for resource-constrained organisations to achieve sustainability, manage financial risks, and
reduce their dependence on limited external funding. Understanding the factors that prevent co-

operatives from adopting these practices sheds light on the underlying organisational, structural, and
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behavioural challenges that compromise their long-term viability (Fatoki, 2014; Ismaila et al., 2022). This
section defines financial bootstrapping, explores its theoretical foundations, examines its relevance for

co-operatives, and discusses the factors that hinder its full adoption.
Financial Bootstrapping: Definition and Relevance

Financial bootstrapping refers to various innovative and informal financing methods that allow
entrepreneurs to acquire and control resources without relying on formal debt or equity markets
(Winborg & Landstrém, 2001). This approach enables organisations to internally mobilise and creatively
manage limited resources, thereby reducing exposure to financial risk while supporting growth and
operational sustainability (Alhammadi & Rahman, 2025). This is particularly valuable for organisations
that experience barriers to accessing external capital, such as small businesses and co-operatives in

developing countries (Rita & Nastiti, 2024).

In South Africa, agricultural co-operatives operate in a highly constrained financial environment.
Traditional funding options, such as commercial bank loans and government grants, are often
inaccessible because of collateral requirements, administrative complexity, and financial illiteracy
among members (Zantsi, 2021). Bootstrapping is a potentially important mechanism for these co-
operatives to acquire productive resources, preserve working capital, and sustain daily operations
(Fatoki, 2014; Zwane et al., 2024).

Bootstrapping encompasses a wide range of practices. According to Winborg and Landstrém (2001),
these methods can be categorised into six major groups: (1) owner-related financing, (2) customer-
related financing or minimising accounts receivable, (3) joint utilisation of resources, (4) delaying
payments, (5) minimising capital invested in stock, and (6) subsidy finance. These groups serve as a
framework through which small firms and, by extension, co-operatives can limit external financial

dependence while enhancing operational flexibility (Okem, 2023; Rita & Nastiti, 2024).
Theoretical Foundations of Financial Bootstrapping

The adoption or rejection of financial bootstrapping practices among agricultural co-operatives may be
better understood through two key theoretical perspectives: the Pecking Order Theory and the Signalling
Theory. These frameworks offer insights into how co-operatives make financing decisions and why

certain counter-bootstrapping behaviours emerge despite their financially constrained environments.
Pecking Order Theory

Pecking Order Theory (POT) suggests that firms follow a hierarchical preference order in their financing
choices (Singh et al., 2025). Firms prefer internal financing sources such as retained earnings and

member contributions before considering external debt or issuing equity (Jansen et al., 2023). This
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preference arises because of concerns over information asymmetry, transaction costs, and control

dilution, which typically accompany external financing options.

In the context of agricultural co-operatives, POT offers a highly relevant lens because co-operatives
generally lack access to external debt or equity markets because of weak collateral, poor financial
reporting, and perceived high lending risk by financial institutions (Mushonga et al., 2018; Zantsi, 2021).
Consequently, co-operatives should theoretically prioritise internal financing mechanisms such as
bootstrapping, which allows them to leverage existing member resources, defer expenses, and

creatively manage working capital (Fatoki, 2014; Zwane et al., 2024).

Despite this theoretical alignment, empirical evidence from South African co-operatives shows that many
co-operatives have failed to consistently apply this internal-first logic. Instead, they often seek external
funding or resort to government grants while underutilising bootstrapping opportunities available through
internal resource mobilisation (Mnguni & Mnesi-Mdiniso, 2024). This behaviour reflects a deviation from
the expected financing hierarchy proposed by the POT and suggests that other cognitive, institutional,

or structural barriers may influence these financing decisions.
Signalling Theory

Signalling Theory, introduced by Spence (1973), provides another important framework for
understanding financial decision-making within co-operatives. This theory posits that organisations
make financing decisions not only to secure capital but also to signal their financial health, credibility,
and competence to external stakeholders such as government agencies, lenders, customers, and

suppliers (Ugbala et al., 2023).

In many co-operatives, leaders may perceive bootstrapping practices, such as resource sharing,
delaying payments, or purchasing used equipment, as signs of financial weakness rather than prudent
financial management. As a result, they may avoid these practices to project an image of financial
strength and operational capability on outsiders, even when such avoidance undermines the co-

operative’s long-term financial sustainability (Fatoki, 2014).

The desire to maintain appearances may also discourage co-operatives from adopting flexible internal
arrangements, such as negotiating discounts or postponing non-essential investments, fearing that
these actions could be interpreted as indicators of instability (Zwane et al., 2024). Consequently,
Signalling Theory helps explain why some co-operatives exhibit counter-bootstrapping behaviours, even
in circumstances where bootstrapping represents the most rational financial choice given their resource

constraints.

In combination, Pecking Order Theory and Signalling Theory provide complementary explanations for

why agricultural co-operatives struggle to fully adopt financial bootstrapping. While POT suggests that
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internal resource mobilisation should dominate financing decisions, Signalling Theory explains why co-
operative leaders may resist bootstrapping due to reputational concerns or perceived external
expectations. Understanding this tension is crucial for designing interventions to promote more effective

financial management practices among co-operatives.
Bootstrapping and the Co-Operative Model

Co-operatives are unique organisational forms that emphasise collective ownership, democratic control,
and shared economic benefits among members (Grashuis, 2025; Rena, 2017). Unlike investor-owned
enterprises, which primarily focus on maximising shareholder wealth, co-operatives are guided by the
principles of mutual assistance, voluntary participation, and equitable distribution of surplus (Fourie &
Malan, 2021; Rena, 2017). These values create opportunities and challenges for financial management,

particularly regarding resource mobilisation and sustainability.

The core philosophy of co-operatives is closely aligned with the logic of financial bootstrapping, as both
emphasise internal resource mobilisation, self-help, and co-operation to overcome financial constraints
(Maliwa & Simatela, 2025; Mushonga et al., 2018). Through joint pooling of member resources, co-
operatives are theoretically well-positioned to minimise external financial dependence, optimise
available resources, and creatively manage working capital. Members contribute not only to capital but
also to skills, labour, equipment, and local networks, which can collectively substitute for expensive

external financing (Winborg & Landstrom, 2001).

In South Africa, co-operatives, especially in rural agricultural sectors, play a key role in addressing
systemic unemployment, food insecurity, and poverty (Mnguni & Mnesi-Mdiniso, 2024; Mushonga et al.,
2018). They serve as critical vehicles for local economic development, particularly in historically
marginalised communities, where access to formal employment and financial markets remains limited
(Okem, 2023). Agricultural co-operatives enable smallholder farmers to access input markets
collectively, negotiate better prices, share production equipment, and gain bargaining power in output
markets (Zantsi, 2021; Zwane et al., 2024).

Recognising this potential, the South African government has actively promoted the co-operative model
as part of its broader rural development and poverty reduction agenda. Through policy instruments, such
as the Co-operatives Act 14 of 2005, various government departments have introduced targeted
development programmes, capacity-building initiatives, and financial support mechanisms aimed at
nurturing co-operative growth and sustainability (Wadesango & Mabunda, 2017). These policy
interventions seek to foster inclusive economic development by creating opportunities for previously
disadvantaged individuals and communities to participate in mainstream economic activity (Mushonga
et al., 2018).
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Despite these favourable policy conditions and targeted support mechanisms, the South African co-
operative sector continues to face an extraordinarily high failure rate. Estimates suggest that nearly 88
percent of registered agricultural co-operatives fail within the first few years of their operation (Fourie &
Malan, 2021; Mushonga et al., 2018). This persistent failure rate raises serious concerns about co-
operatives’ financial resilience and operational sustainability, especially in resource-constrained rural

areas.

A primary factor contributing to this high mortality rate is the inability of co-operatives to secure sufficient
financial resources for start-up and ongoing operational needs (Rena, 2017; Rita & Nastiti, 2024). Many
co-operatives struggle to access credit because of weak financial management systems, limited
collateral, poor governance structures, and low creditworthiness (Zantsi, 2021). In some cases, even
when financial resources are available, mismanagement, internal conflicts, and the inefficient use of

funds further undermine financial viability (Okem, 2023).
Counter-Bootstrapping

In certain instances, co-operatives engage in what may be termed counter-bootstrapping practices.
These financial behaviours directly oppose the central logic of bootstrapping by increasing financial risk,
escalating operational costs, and undermining the efficient use of scarce resources (Zwane et al., 2024).
Understanding these practices is critical because they reflect not only the absence of bootstrapping but

also the presence of actions that actively erode financial sustainability.

Counter bootstrapping involves decision-making patterns in which co-operatives opt for financing
models that require substantial upfront capital investments, limit resource sharing, or foster dependency
on external funding (Winborg & Landstrém, 2001). For example, rather than jointly utilising or leasing
equipment, some co-operatives prioritise the outright purchase of new equipment, often through costly
debt financing or by depleting limited internal funds (Basarik & Yildirim, 2015). This approach increases
financial exposure and reduces liquidity, which can severely constrain the working capital for core

operations.

Another dimension of counter-bootstrapping is the reluctance of members to contribute to personal or
family resources for collective benefits. Instead of sharing privately owned equipment, land, or facilities
with the co-operative, members may choose to rent these assets to the organisation at market rates,
thereby transforming what could be a cost-saving measure into an additional financial burden on the co-
operative itself (Zwane et al., 2024). This transactional approach disrupts the co-operative ethos of
mutual aid and the shared responsibility that underpins successful bootstrapping practices (Barroso-
Méndez et al., 2020).
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Counter-bootstrapping also manifests in the failure to minimise accounts receivable through
mechanisms such as offering early payment discounts or prioritising customers with favourable payment
behaviours. When co-operatives do not actively manage credit terms or collection processes, they allow
capital to remain tied up in unpaid invoices, reducing the cash flow necessary for operational stability
(Fatoki, 2014; Winborg & Landstrém, 2001). Similarly, many co-operatives do not negotiate extended
payment terms with suppliers and miss opportunities to delay cash outflows, which could relieve short-

term liquidity pressures (Alhammadi & Rahman, 2025).

At a broader level, counter-bootstrapping can be seen in the continued overreliance on government
grants, donor funding, or external credit facilities. While such external resources may provide temporary
relief, they often create financial dependency and discourage the internal resource mobilisation that
bootstrapping encourages (Mushonga et al., 2018). Moreover, when these external funds are poorly

managed or fail to materialise, co-operatives face heightened vulnerability to collapse.
Methods and Data

This study employed a mixed-methods research design consistent with the exploratory nature of
examining financial bootstrapping, counter-bootstrapping behaviours, and inhibiting factors in South
African agricultural co-operatives. A sequential approach combining quantitative and qualitative data
was adopted to obtain both the breadth and depth of understanding of the phenomenon (Creswell &
Inoue, 2025).

Sample and Procedures

The target population for this study consisted of agricultural co-operatives operating within the
uMshwathi Municipality located in KwaZulu-Natal, South Africa. The study population was identified
using the uMshwathi Local Municipality co-operative database, which contains a list of 60 registered co-
operatives at the time of the study (uUMshwathi Municipality Database, 2022). Considering the population

size, a census sampling method was adopted. As such, all 60 co-operatives were invited to participate.

Data were collected through self-administered structured questionnaires distributed to the executive
members of each participating co-operative. To ensure clarity and informed consent, a cover letter
accompanied each questionnaire, explaining the purpose of the study and assuring participants of the
confidentiality and voluntary nature of their participation. A total of 52 completed questionnaires were

returned, resulting in a response rate of 100% in the quantitative phase.

For the qualitative phase, purposive sampling was used to select 12 participants from the original
quantitative sample for the follow-up semi-structured interviews. These participants were selected based

on their leadership roles within their respective co-operatives and their ability to participate in in-depth
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interviews. The interviews were conducted face-to-face, audio-recorded with consent, and transcribed

verbatim.
Measurement Scales

Quantitative data were collected using a self-developed structured questionnaire designed to capture
the dimensions of financial bootstrapping, counter-bootstrapping, and inhibiting factors, along with basic

socio-demographic data. The questionnaire consisted of four main sections:

e Socio-demographic data: This section collected background information on the
respondents, including age, gender, education level, position in the co-operative, and years
of co-operative membership.

¢ Financial bootstrapping practices: Iltems were developed based on the bootstrapping
methods categorised by Winborg and Landstrom (2001). These include owner-related
financing, joint utilisation of resources, delaying payments, minimising capital investment,
customer-related bootstrapping, and government subsidies. Respondents were asked to
indicate the extent to which each method was practised in their co-operative on a five-point
Likert scale ranging from 1 = "Never" to 5 = "Always."

e Counter-bootstrapping behaviours: This section included statements measuring
behaviours that contradict bootstrapping principles, such as purchasing new equipment
rather than leasing, reluctance to share resources, dependence on government grants, and
failure to negotiate favourable payment terms. The responses were captured using the
same five-point Likert scale.

¢ Inhibiting factors: Items measuring inhibiting factors were developed based on barriers
identified in the existing literature (Fatoki, 2014; Mittal & Raman, 2021). These include
structural challenges, financial literacy limitations, governance weaknesses, psychological
barriers and cultural resistance. Respondents indicated their level of agreement with each

statement using a five-point Likert scale from 1 = "Strongly disagree" to 5 = "Strongly agree."

For the qualitative phase, a semi-structured interview guide was developed to further explore the
nuances behind counter-bootstrapping behaviours and factors inhibiting bootstrapping adoption. The

guide allowed flexibility in probing emerging issues, while ensuring consistency across the interviews.
Analytical Strategy

Quantitative data collected from the questionnaires were analysed using the Statistical Package for
Social Sciences (SPSS) version 26. Descriptive statistics were used to summarise the prevalence of

bootstrapping and counter-bootstrapping practices, as well as perceived inhibiting factors. The reliability
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of the scales was assessed using Cronbach’s alpha, with all scales demonstrating acceptable reliability

coefficients above 0.70 (Iravonga et al., 2023).

Qualitative data from semi-structured interviews were analysed thematically using ATLAS.ti version 22.
Following the procedures outlined by Braun and Clarke (2024), the transcripts were read multiple times
to familiarise the researcher with the data. Initial codes were generated, followed by the development of
broader themes related to the counter-bootstrapping and inhibiting factors. Triangulation between
quantitative and qualitative findings was used to enhance the validity of the results and provide deeper

insight into the financial behaviours of agricultural co-operatives.
Ethical Considerations

Ethical clearance for this study was obtained from the Durban University of Technology, Faculty of
Management Sciences Research Ethics Committee (FREC No: 50/19FREC). The participants were fully
informed of the purpose of the study and assured of anonymity, confidentiality, and voluntary

participation. Written informed consent was obtained from all respondents prior to data collection.

Results

Common Method Variance

Because both quantitative and qualitative data were collected from the same respondents using self-
reported questionnaires and interviews, the potential for common method variance (CMV) was
acknowledged. To minimise CMV, the questionnaire was pre-tested and carefully designed to separate
items measuring bootstrapping, counter-bootstrapping, and inhibiting factors into distinct sections.
Anonymity and confidentiality were ensured to reduce the response bias. Given the exploratory nature
and the absence of overlapping constructs in the measurement, no significant indication of common

method variance emerged.
Construct Validity

The measurement scales employed in this study were adapted from previously validated bootstrapping
studies (Fatoki, 2014; Winborg & Landstrém, 2001). Reliability was assessed using Cronbach’s alpha
coefficient for each of the main constructs. Financial bootstrapping yielded a Cronbach’s alpha of 0.81,
counter-bootstrapping of 0.76, and inhibiting factors of 0.79, indicating satisfactory internal consistency
for all scales (Creswell & Inoue, 2025). Facial validity was ensured during the pilot phase, where the
questionnaire was reviewed by five independent co-operative leaders to confirm content clarity and

relevance.
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Descriptive Statistics

Table 1 presents descriptive statistics for the sample characteristics. Of the 52 participating co-
operatives, the majority operated in primary agricultural sectors such as crop farming, poultry, and
livestock. Approximately 65% of respondents were chairpersons or secretaries of their co-operatives,
while 35% held other leadership roles. Most respondents were above 35 years of age, with education
levels ranging from basic secondary education to diploma or certificate qualifications. Only 19% of the

respondents reported having received formal financial training related to co-operative management.

Variable Category Frequency
(%)
Sector Crop farming 38%
Poultry 27%
Livestock 21%
Mixed farming 14%
Leadership role Chairperson/Secretary 65%
Treasurer/Other 35%
Age group Below 35 years 18%
35 years and above 82%
Financial management training Yes 19%
No 81%

Table 1: Sample Characteristics
Objective 1: Counter-Bootstrapping Practices

Analysis of the quantitative data revealed several dominant counter-bootstrapping behaviours among
agricultural co-operatives. A high proportion (72%) of the co-operatives reported a preference for
purchasing new machinery rather than leasing or buying used equipment. Similarly, 68% indicated that
members were reluctant to contribute private equipment or facilities for collective use, instead hiring

them to the co-operative at commercial rates.
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Joint utilisation of resources was seldom practiced, with only 24% of respondents reporting regular
sharing of resources, such as tractors, storage facilities, or transport. Additionally, financial records
indicate that many co-operatives lack structured credit control mechanisms to manage accounts
receivable. A few respondents (18%) offered early settlement discounts to customers or negotiated

extended payment terms with the suppliers.

The qualitative interviews confirmed these patterns. One respondent stated, “Members prefer to hire
their tractors to the co-operative because they feel they need to protect their personal investments.”
Another respondent remarked, “Buying new equipment is seen as progress, even if it puts financial
strain on us.” These responses reflect a behavioural tendency towards counter-bootstrapping, where
actions directly increase financial obligations rather than preserve cash flow.

Objective 2: Inhibiting Factors Preventing Full Bootstrapping Adoption

Multiple interrelated factors were identified as obstacles to full adoption of bootstrapping practices.
These inhibiting factors emerged consistently from both quantitative and qualitative data and are
summarised in Table 2. The structural barriers were prominent. A significant proportion of respondents
cited a lack of basic infrastructure, such as proper roads, storage facilities, and reliable transportation,
as critical external constraints. Poor market access limits the ability of co-operatives to generate

sufficient revenue and undermines the viability of collaborative resource sharing.

Financial literacy limitations were also common. Only 19% of respondents reported any form of financial
management training. Many admitted that financial planning, negotiations, and long-term capital
management were areas of weakness. As one respondent stated, “We can farm, but when it comes to

managing money, most of us are not confident.”

Governance and leadership weaknesses restrict the adoption of bootstrapping. Internal leadership
conflicts were common. Disagreements over decision-making authority and financial control created
mistrust among members. As one interviewee explained, “There are fights over who should control

finances. Without trust, members don’t want to share equipment or money.”

Finally, psychological and cultural barriers strongly influence financial behaviour. Members expressed
fear of losing control of personal property, which contributed to the co-operation. Several participants
referenced past experiences where mismanagement led to the loss or misuse of collectively held assets,
reinforcing risk-averse behaviours. A participant commented, “Once something becomes co-operative

property, you don’t know if you will still have access to it when you need it.”

Table 2 summarises the main inhibiting factors identified in this study.
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Inhibiting Factor Key Themes Identified

Structural barriers Poor infrastructure; weak market access
Educational limitations Limited financial literacy

Governance weaknesses Leadership conflicts; trust deficits
Psychological resistance Asset control fears; prior negative experiences

Table 2: Summary of major inhibiting factors

Discussion

This study set out to examine two key issues: (1) the counter-bootstrapping practices engaged in by
agricultural co-operatives and (2) the factors that inhibit co-operatives from fully adopting financial
bootstrapping methods. The findings highlight several important patterns that both confirm and extend
the literature on bootstrapping, particularly within the under-researched context of South African

agricultural co-operatives.

Counter-bootstrapping Behaviours Undermining Co-Operative Financial

Resilience

The study confirms that while some bootstrapping practices, such as owner-related financing through
member contributions, are occasionally adopted, a significant portion of co-operatives engage in
financial behaviours that directly contradict bootstrapping principles. The dominant counter-
bootstrapping behaviours identified include the widespread purchase of new equipment rather than
leasing or acquiring used assets, minimal resource sharing among members, and poor credit

management practices.

This finding supports the findings of Zwane and Nyide (2017), who observed similar tendencies in rural
South African co-operatives, where members often hire their own equipment to their co-operatives at
commercial rates rather than contributing these resources to collective use. Similarly, Weigel and Hiebl
(2023) noted that small enterprises tend to prefer outright equipment ownership, even when this choice
creates greater financial strain. Such behaviours reflect a prioritisation of individual financial interests
over collective financial sustainability, which contradicts the core philosophy of co-operatives that

emphasises mutual support and internal resource mobilisation (Ribas et al., 2022).

Additionally, the failure to actively manage accounts receivable and negotiate supplier payment terms

suggests limited engagement with key working capital management strategies that are central to
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effective bootstrapping (Winborg & Landstrém, 2001). As Weigel and Hiebl (2023) explain, these simple
but critical cash flow management practices allow businesses to extend liquidity and reduce their
dependence on external funding. The absence of such practices suggests that many co-operatives do

not fully exploit the financial flexibility offered through bootstrapping.

Structural, Educational, and Organisational Factors Inhibiting Bootstrapping

Adoption

This study also identifies multiple interrelated inhibiting factors that prevent co-operatives from fully

embracing bootstrapping practices. These barriers align with and extend earlier findings in the literature.

Structural barriers, such as poor infrastructure, limited market access, and weak institutional support,
remain dominant constraints, consistent with Asirvatham et al. (2023). The rural operating environment
often restricts opportunities for resource sharing, joint utilisation, and scale efficiencies, which would

otherwise facilitate bootstrapping practices.

Educational barriers, particularly low financial literacy, were also prominent in this study. Similar to Fatoki
(2014) and Hashim et al. (2025), this study found that many co-operative members lack basic financial
management knowledge, limiting their ability to engage in complex but crucial financial decision making,
including supplier negotiations, credit control, and long-term capital planning. Without such knowledge,

bootstrapping remains misunderstood and underutilised.

Organisational factors such as governance, leadership, and trust deficits further inhibit bootstrapping
adoption. These findings confirm prior research by Kampmann and Kirui (2021); Zantsi (2021), who
highlight the governance vulnerabilities faced by many African co-operatives. Where internal conflicts
persist, members hesitate to contribute personal resources for collective use, undermining both financial

stability and organisational cohesion.
Psychological Barriers that Limit Willingness to Share Resources

Perhaps the most noteworthy are the psychological and cultural barriers that emerged as a central
theme in both quantitative and qualitative data. Many members expressed deep fear about losing control
over their personal property once committed to the co-operative. These asset-control anxieties appear
rooted in prior negative experiences with mismanagement or loss of collective property, experiences
that have created long-lasting mistrust. This finding supports that of Mushonga et al. (2018), who
identified unsubstantiated beliefs about ownership risks as a major obstacle to resource pooling in South
African co-operatives. Ugbala et al. (2023) similarly argued that psychological factors, including fear of
loss and mistrust, play a significant role in shaping financial decision-making within collective

organisations.
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While bootstrapping strongly aligns with the co-operative principles of self-help and mutual aid (Mittal &
Raman, 2021; Rangwetsi & van der Waldt, 2021), these psychological constraints inhibit members from
translating these ideals into practice. Even when structural and educational barriers are addressed,
these deeply rooted fears may persist unless targeted trust-building and governance reforms are

implemented.
Theoretical Reflection: Pecking Order Theory and Signalling Theory

The findings of this study can be further interpreted through the lens of POT and Signalling Theory.
According to Myers and Majluf (1984), organisations should prioritise internal financing over external
sources to avoid information asymmetries and maintain control. In this study, however, many co-
operatives exhibit behaviour that violates POT logic, prematurely seeking external government grants
or loans despite lacking the internal financial capacity to manage these funds. This suggests that a lack
of confidence in internal financial management may override the instinct to preserve autonomy, as noted
by Hashim et al. (2025) and Fatoki (2014).

Signalling Theory (Spence, 1973; Ugbala et al., 2023) helps explain why some co-operative leaders
might avoid bootstrapping out of concern that it may be interpreted externally as a sign of financial
weakness or desperation. Some participants implied that leasing used equipment or negotiating delayed
payments could be viewed by external stakeholders as poor financial management rather than prudent
liquidity control. This illustrates how perceptions of legitimacy and status may discourage leaders from

adopting financially rational bootstrapping behaviours.
Conclusion

This study set out to examine counter-bootstrapping practices and the inhibiting factors preventing
agricultural co-operatives in South Africa by fully adopting financial bootstrapping. Using a sequential
mixed-methods approach, the research revealed that many co-operatives engage in financial
behaviours that undermine cash flow and increase financial risk, such as purchasing new equipment
instead of leasing, failing to share resources, and not managing payment terms effectively. The findings
also identified structural, educational, organisational, and psychological barriers that limit bootstrapping

adoption, despite its alignment with co-operative principles of mutual aid and resource sharing.

From a theoretical perspective, this study extends the understanding of counter-bootstrapping as a
distinct phenomenon and demonstrates how Pecking Order Theory and Signalling Theory can jointly
explain the financing decisions of co-operatives. While Pecking Order Theory suggests a preference for
internal resource mobilisation, many co-operatives deviate from this pattern, often due to reputational

concerns and internal confidence gaps highlighted by Signalling Theory. These insights contribute to the
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literature by highlighting the complex interplay of rational, cultural, and perceptual factors that shape

financial decision-making in collective enterprises. Future research could explore the following.

e The role of trust-building mechanisms in overcoming psychological resistance to resource
sharing.

e Long-term effects of counter-bootstrapping on co-operative survival rates.

e Comparative studies between agricultural co-operatives and other types of member-owned

enterprises.

Practically, this study offers clear recommendations for stakeholders aiming to improve the financial

resilience of agricultural co-operatives.

e Enhance financial literacy: Implement targeted training for leaders and members on
resource mobilisation, liquidity control, and cost-saving strategies.

e Strengthen governance capacity: Provide leadership development and conflict resolution
training to foster transparent, accountable decision-making.

e Address psychological barriers: Facilitate trust-building initiatives and create safeguards to
protect shared assets from misuse.

e Improve infrastructure and market access: Invest transport, storage, and distribution
systems to enable cost-efficient resource sharing.

e Reduce overreliance on external funding: Shift development support towards capacity

building rather than purely financial grants.

By recognising and addressing the multi-layered barriers to bootstrapping, agricultural co-operatives
can move away from counter-productive financial behaviours and towards strategies that enhance

sustainability, resilience, and long-term growth in resource-constrained environments.
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