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Introduction

Cooperative trade began developing with the emergence of consumer
cooperatives. The commercial activities of consumer cooperatives contribute to meeting
the needs of a significant portion of the population with the necessary goods and
services.1, 2

As a relatively independent economic system in cooperative trade a cooperative
retail network is an integral part of the trade network of a country, its retail trade,
domestic trade and the overall process of commodity circulation3. To adapt the
cooperative retail network to the challenges of the global economy, to allow it to gain
flexibility, financial stability and adequacy in the new economic conditions, to enable it
to withstand the pressure of the integration processes and to find its place in global
competition, it is necessary to develop and pursue an appropriate strategy oriented
towards measures for reconstruction of outlets, territorial regionalization of the
distribution of goods, creation of a national center for delivery of goods in ordered to
capitalize on the “scale effect” of pooling of commercial transactions, building own
national retail chain and organizational restructuring of the cooperatives engaged in
commercial activities.

The aim of this article is to trace and analyze the development and the problems
of the tangible fixed assets of cooperative retail trade in Bulgaria for the period 2003-
2012 (including the changes in the number of the owned and the managed outlets, the
amount of the investments and the development of outlets of retail chain “COOP”)
and thus to reveal the prospects for its development.

Situation and development of the owned and managed cooperative retail
outlets for the period 2003-2012

In 2003 the cooperative organizations embraced a total of 8,882 retail outlets,
99% of which were owned by consumer cooperatives. The cooperative unions owned
only 1% of the stores, and the companies of the cooperative unions and the consumer
cooperatives owned only 10 stores. The analysis of how the facilities were used shows

1 Belev, D. Economics of cooperatives. Sofia, Univ. publ.: “Economics”, 2004, page 20-21.
2 Zhivkov, N. History of cooperatives in Bulgaria. Svishtov, Academic publishing house “Tsempv”,

2009, page 181-182.
3 Aleksandrov, K. Treneva, M. Cooperatives and development of economics. Sofia, Univ. publ.:

“Economics”, 1994, page 19.
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that 4,107 or 46% of the owned stores in 2003 were run by cooperative organizations.4

3,399 (38%) of the outlets were leased, of which only 120 were managed by
cooperatives and cooperative unions, i.e. the trend of leasing out commercial property,
that was observed during the first years of transition, continued. In the same year
(2003) 1,376 stores, or 16% of the owned facilities, were not used at all (see Table 1).

There was a decrease also in the number of the owned retail outlets and in the
number of the leased outlets during the period 2006-2012. 137 (4%) of the 3,490
stores operated in 2006 were fully modernized and included in the new shopping chain
COOP.

Table 1

Owned and managed cooperative retail outlets for the period 2003-2012

There has been a downward trend in the number of the owned outlets since
2006. The number of the COOP outlets, however, has considerably increased and the
number of smaller stores has decreased.

The national retail trade has seen a reverse trend of development: the number of
outlets increased from 103 298 in 2003 to 125 892 in 20125 or there was a growth of
22%. Numerous new formats and foreign commercial operators entered Bulgaria over
the last few years. According to research done by AC Nielsen6, the profile of modern
retail trade in Bulgaria features modern formats (20%) of established Bulgarian and
foreign chains and other formats (such as neighbourhood and specialized stores) – medium
and small-sized – the share of which is constantly declining. An important trend is the
following of good global practices of multi-formats and multi-channels. The number of
outlets is not growing due to the fact that large chain stores open new modern stores

4 Statistical information system of Central Cooperative Union.
5 Source, National Statistical Institute, Domestic Trade, Retail Outlets – total for the country and by

statistical areas. Available at: <http://www.nsi.bg/otrasal.php?otr=5&a1=632&a2=1118#cont>
(14.12.2013)

6 Source: A.C. Nielsen. Available at: < http://nielsen.com/intl/bg.html >

Year Owned outlets
RT (no.)

Leased outlets
RT (no.)

Change in the
owned outlets
% based on

2003

Change in the
leased outlets

% based on 2003

2003 8882 4107 - -
2006 7240 3490 -18% -15%
2007 7216 3447 -19% -16%
2008 7127 3338 -20% -19%
2009 6831 3207 -23% -22%
2010 6732 3020 -24% -26%
2011 6430 2856 -28% -30%
2012 6196 2700 -30% -34%
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while, at the same time, small inefficient grocery shops and other old shops and small
village stores. Studies of retail structure show that the existing 40% of modern formats
will grow at the expense of the decrease of small stores to 50% (see Table 2). The
current trend indicates that big outlets – hypermarkets and supermarkets of commercial
chains – will continue to develop and become established while the number of discount
stores, specialized and convenience stores will go down7 . Cooperative trade follows the
trend and expands the number of COOP outlets at the expense of small retail shops.

Table 2

Structure of retail trade in Bulgaria in the period 2007-2010 (%)8

Reconstruction and modernization of cooperative retail trade outlets
and retail outlets of the national retail chain COOP in particular

In 2002 the Managing Board of the Central Cooperative Union (CCU) decided
on targeted financing for the reconstruction and modernization of some retail outlets
of the cooperatives. Some of them were to be equipped with a computerized system
for sale of consumer goods. At the same time, the above retail outlets provided various
discounts to their members and customers. Such stores laid the foundation for own
cooperative retail chains. In 2004 the Trade and Tourism Commission under the
Managing Board of the Central Cooperative Union approved a detailed program for
improvement of the trade relations in the system. A council of traders was formed
which sets some basic rules for centralized supplies of individual groups of goods, for
pricing policies and for the national retail chain “COOP”. The purpose of these rules
is to attract more cooperative organizations to the single cooperative market through
changes in pricing methods which would extend the range of the traded goods and
establish the COOP trademark and the products offered under own brand names.
New price limits for distribution of the commercial discount between the different
actors are determined in this respect – COOP Trade and Tourism AD, regional
cooperative unions and their commercial companies and consumer cooperatives. The
council of traders approves a system for setting up distribution channels based mainly
on the members of the National Trade Chain COOP and the nomenclature of goods
with centralized supply9. Furthermore, some basic rules for selection of suppliers are

Indicators 2007 2008 2009 2010
Modern RT 25 31,3 36 40,1
Small shops 60,4 57 55,9 51

Other 14,6 11,7 10,1 8,9

7 ICAP Bulgaria, Industry Report Supermarkets and Hypermarkets in Bulgaria, August 2010.
8 Euromonitor International from official statistics, trade associations, trade press, company research,

trade interviews, trade sources, Grocery retailers in Bulgaria, May 2013.
9 Sector analysis of the competences of the work force in sector Retail Trade, Bulgarian Industrial

Association, 2011.
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approved which need to be established producers and/or importers with lasting presence
on the Bulgarian market. Rules for setting up trade chain COOP and the requirements
to retailers for joining the chain were prepared in 2006 as an expected continuation of
the cooperative trade development. On joining the retail chain, the outlets receive a
certificate verifying that they meet the requirements of the elaborated ‘Operating
manual of outlets in the COOP chain’. It regulates the organization of the commercial
process, the optimal use of retail space, the proper grouping and arrangement of goods
in the commercial premises, the methods of service and the duties and powers of
staff, the information signs on the commercial premises, the computer information
systems, etc. Although the stores are owned by individual cooperative organizations
located and operating throughout Bulgaria, the manual imposes a single standard for
organization and management of trade thus serving as a major source for raising the
culture of trading and the quality of commercial service10. A good example is the
results of the restructured outlets of the COOP chain and the comparison of their
sales turnover before and after the restructuring, i.e. for the period 2005-2006. The
data for the first 34 sales outlets restructured in compliance with the ‘Operating manual
of outlets in the COOP chain’ indicate that the average monthly turnover of goods
increased 2 to 8 times. This is evidence of the efficiency of the structural and
organizational changes and the investments made.

It is worth noting that at the end of 2006 the outlets within the COOP commercial
chain were only 137 which is less that 0.5% of the outlets managed within the system
of the Central Cooperative Union and after the structuring they realize more than
10% of the total retail trade turnover. The restructuring of most of the trade outlets
has had a significant impact on the total income from retail trade which has also led to
growing revenues in wholesale trade. Figure 1 shows the average monthly sales turnover
of trade outlets before and after the restructuring for inclusion in the COOP trade
chain, i.e. the period 2005-2006.

Fig. 1. Average monthly sales turnover of trade outlets before and after
the restructuring for inclusion in the COOP trade chain.
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1 0 Georgiev, K. History of cooperative movement in Bulgaria. Volume 4, Sofia, Publ.: “Coopmedia”
OOD, 2013, pages.58-73.
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In parallel with the development and establishment of the COOP trade chain the
efforts were also aimed at improving the profitability of the other trade outlets, most of
which are small stores. Minimum parameters for their efficient operation are prepared
and those who meet them after reconstruction and modernization may work well
under the brand of COOP-Market. For that purpose a separate ‘Operating manual of
outlets in the COOP-Market’ was approved in 2010. It specifies the goals, the methods
of reconstruction and the operating rules of small cooperative stores (more than 2300
stores located mainly in small settlements). These stores account for 50% of retail
revenues and have a potential for development. 47 new stores were restructured and
started operating under the logo of COOP-Market by the end of 2011.11 In practice,
the concept for improvement of cooperative trade is built around the establishment of
a chain of standardized trade outlets operating under one brand COOP.

In the period 2007-2008 the policy was targeted mainly at establishing the COOP
trade chain, symbolizing a ‘convenience’ store with average commercial floor area of
60 square metres, mainly for foodstuffs and in smaller towns - also non-food goods of
first necessity. During the above period of chain operation) the main goal was to
include a significant number of new trade outlets thus popularizing the good trading
practices which were offered. As a result of the investments for reconstruction and
modernization of existing trade outlets, 185 outlets were reconstructed and joined the
COOP trade chain in 2007 and thus the number of the stores in the chain reached 259
by the end of the year. In 2008 another 194 outlets joined the cooperative retail chain.
In the following 2009, the chain expanded by another 149 stores to comprise a total of
602 stores which account for 18% of the 3 207 outlets managed within the chain.
Time has definitely proven the forward thinking and the appropriateness of the expansion
policy pursued by the chain during the period establishing its outlets as ‘convenience’
stores for goods of first necessity. As a result, the chain is joined by trade outlets with
floor area of 300-800 square meters including newly built specialized stores for sale of
industrial goods, building materials, etc., and the average sales space of the stores
increased to 85 sq. m. The type of the sales outlet is determined depending on the
specifics of the settlement. In the period 2008-2009 outlets of the chain were also
opened in Sofia, Kyustendil, Targovishte, Haskovo, and in Varna and Burgas the
rehabilitated outlets of COOP have sales space of more than 500 sq. m.

By September 30th, 2011 the outlets of the COOP chain are 728 and at the end of
2011 they reached 773, while in 2012 their number jumped to 826 outlets including 55
outlets of COOP-Market. In 2011 eleven out of a total of 69 new outlets exhibited a
sales space of more than 100 sq. m. Two of them are stores managed by COOP Trade
and Tourism AD respectively with a sales space of 190 sq. m and 950 sq. m. Figure 2
shows that the COOP trade chain has been expanding steadily and has been increasing
its market share. The number of trade outlets for 2013 is indicative and based on the
outlets planned for reconstruction of the Central Cooperative Union for.12

1 1 Georgiev, K. History of cooperative movement in Bulgaria. Volume 4, Sofia, Publ.: “Coopmedia”
OOD, 2013, pages 77-84.

1 2 CCU, 2012 Report of the Managing Board of the CCU on the activity of Union in 2012, Sofia.
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Fig. 2. Number of the trade outlets in the COOP trade chain

The objective assessment of the results in retail trade shows that the policy of
rehabilitation of sales outlets and their association in a single cooperative retail chain is
a successful model for development of retail trade in the system of the Central
Cooperative Union. This, in turn, has a favourable effect on the development of domestic
trade and makes it possible not only to increase the main economic results but also the
social outcomes, to improve significantly the conditions of commercial service and to
satisfy the needs of the population in the areas serviced by the consumer cooperatives.

Development of the outlets of the COOP trade chain by regions in Bulgaria for
the period 2008-2012

The unfavorable business environment was a deterrent but did not prevent the
investment activity for modernization of the cooperative stores and their inclusion in
the COOP chain. The data in table 3 shows that the COOP outlets generated the
highest volume of sales in 2008-2012 in the South Central Region - from 50 148
thousand BGN in 2008 they grew to 53 201 thousand BGN in 2012 where the average
annual growth rate was 150%.

 Table 3

Development of COOP Trade Chain by regions for the period 2008-2012
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Southwest Region Average annual
growth rate

(%)Indicators / Years Unit 2008 2009 2010 2011 2012

Sales in cooperative retail trade thsd.
BGN 9 016 15 267 17 710 27 581 27 744 132,4

Employees in cooperative retail
trade No. 115 179 209 287 291 126,1

Labour productivity per employee BGN 78 85 85 96 95 105,1
Sales outlets in cooperative retail

trade No. 36 56 65 87 95 127,5
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In the other regions, the cooperative retail chain has also generated high levels
of sales despite the slight decrease during some years of the studied period.

The number of employees in the COOP retail chain has also grown during the
studied period and the average annual growth rate of employment in the COOP retail
chain for each region is as follows: Southwest Region - 126.1%; South Central Region
- 101.6%; Southeast Region - 115.6%; Northeast Region - 111.2%; North Central
Region - 100.2%; Northwest Region - 107.8%. A major highlight in the estimated
change is the constantly growing number of the outlets in the retail chain in all regions
of the country. This is due to the aggressive investment policy aimed both at modernizing
the cooperative outlets and at opening new ones. The number of the retail outlets is
the largest in the South Central Region, followed by the Southeast Region and the
Southwest Region (see Figure 3).

South Central Region

Sales in cooperative retail trade thsd.
BGN 50 148 52 116 53 195 58 045 53 201 101,5

Employees in cooperative retail
trade No. 501 550 602 602 533 101,6

Labour productivity per employee BGN 100 95 88 96 100
Sales outlets in cooperative retail

trade No. 214 247 281 299 276 106,6

Southeast Region

Sales in cooperative retail trade thsd.
BGN 9 957 15 548 18 969 19 535 20 815 120,2

Employees in cooperative retail
trade No. 123 184 207 224 220 115,6

Labour productivity per employee BGN 81 85 92 87 95 104,1
Sales outlets in cooperative retail

trade No. 51 69 82 90 93 116,2

Northeast Region

Sales in cooperative retail trade thsd.
BGN 9 007 15 114 17 459 18 340 15 768 115,1

Employees in cooperative retail
trade No. 106 186 195 196 162 111,2

Labour productivity per employee BGN 85 81 90 94 97 103,4
Sales outlets in cooperative retail

trade No. 36 55 73 84 71 118,5

North Central Region

Sales in cooperative retail trade thsd.
BGN 10 337 17 729 13 068 15 829 14 355 108,6

Employees in cooperative retail
trade No. 119 137 128 134 120 100,2

Labour productivity per employee BGN 87 129 102 118 120 108,4
Sales outlets in cooperative retail

trade No. 32 43 43 47 46 109,5

Northwest Region

Sales in cooperative retail trade thsd.
BGN 9 718 14 335 15 711 17 539 17 719 116,2

Employees in cooperative retail
trade No. 135 172 180 189 182 107,8

Labour productivity per employee BGN 72 83 87 93 97 107,7
Sales outlets in cooperative retail

trade No. 55 74 91 97 94 114,3
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Фиг. 3. Number of retail outlets in the COOP chain by regions,
for the period 2008-2012.

COOP has most numerous stores in the area of Cooperative Union Plovdiv,
District Cooperative Union of Sofia, Cooperative Union Stara Zagora, Cooperative
Union Burgas, Cooperative Union Varna, Cooperative Union Pleven, Cooperative
Union Haskovo, Cooperative Union Pazardzhik, Cooperative Union Targovishte,
Cooperative Union Ruse, Cooperative Union Montana, Cooperative Union Lovech,
Cooperative Union Kardzhali, Cooperative Union Smolyan and Cooperative Union
Dobrich.

Dynamics of the investments in cooperative retail outlets
for the period 2003-2012

The main reason for the achieved positive results in retail trade is the solid financial
support by the Investments Mutual Support Fund under the Central Cooperative Union
which will be further driving the modernization of the stores of COOP retail chain. As
seen in 2002 a priority in the investment policy of the cooperative system is the
improvement of the type and operational characteristics of the cooperative stores.
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Table 4

Dynamics of the investments in cooperative retail outlets
for the period 2003-2012

The total investment for the period 2003-2012 is 81,123 thousand BGN, from
2,896 thousand BGN in 2003 to 10,958 thousand BGN in 2012, which is more than a
fourfold increase. The average annual growth rate is 129.62, or an increase of 29.62%.
The total funding provided by the Investments Fund for reconstruction of outlets,
purchase of commercial equipment and introduction of modern forms of commercial
services for the period 2007-2008, has grown significantly and the sum amounted to
25,629 thousand BGN. Thanks to the policy to increase the returns on the financing
from the Fund, the annual amount of financial support provided by this source has
been growing every year. A more in-depth analysis could estimate the risk of reducing
the size of the total investments in national retail trade and the risk of decreasing the
amount of the investments in cooperative retail trade (see Table 5).

Table 5

Determination of the risk for the investments made in the Retail Sector
and particularly in Cooperative Retail Trade for the period 2005-2011

Years Investments in retail trade,
tsnd. BGN Investment change rate13

2005 457 758
2006 691 526 0,510
2007 1 017 358 0,471
2008 1 151 583 0,132

1
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w w

w


 i i-ri

i-

1 3

Years
Investments
retail trade
tsnd. BGN

Absolute
growth on

benchmark
base (BGN)

Absolute
growth on
chain base

(BGN)

Relative
growth on

benchmark
base (%)

Relative
growth on
chain base

(%)
2003 2896 - - - -
2004 3909 1 013 1 013 35% 35%
2005 3735 839 -174 29% -4%
2006 6196 3 300 2 461 114% 66%
2007 11 689 8 793 5 493 304% 89%
2008 13 940 11 044 2 251 381% 19%
2009 9689 6 793 -4 251 235% -30%
2010 7091 4 195 -2 598 145% -27%
2011 11 020 8 124 2 929 281% 55%
2012 10 958 8 062 -62 278% -1%
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It will be used to evaluate the instability of the investment activity in three main
strands of the capital investments. The calculated values of the risk for the investments
in national retail trade σ = 0,26814 and respectively the investments in cooperative
retail trade σ = 0,33815 reflect a higher probability of decreasing the value of the
investments in cooperative retail trade than decreasing the value of the investments in
the national retail trade in comparison to the risk. Refraining from investments in
tangible fixed assets in a period of crisis is one of the ways to increase the working
capital of commercial companies in order to obtain revenues within shorter periods.
The insecure market environment contributes to the shrinking amount of loans taken
for expansion of company facilities. Only financially stable entities with trained specialists
who are able to assess the risk of “freezing” the funds in tangible fixed assets for
longer periods can afford to take risks.

Opportunities for development of sales outlets in cooperative retail trading

On the basis of the analysis of the development and problems of TFA of
cooperative retail trade in Bulgaria we can conclude that the cooperative trade had a
long path of development during the studied period 2003-2012. Although the total
number of the owned retail outlets has been growing every year, the COOP retail
chain continues to develop very fast. As mentioned earlier, this development started in
2002 when the experts of the Central Cooperative Union elaborated and the managing
bodies of the Union approved new rules for organization of cooperative trade. The
actions undertaken at that time were a logical and correct step towards an overall
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restructuring and development of the activity which has seriously boosted and
completely changed and form of trading within the cooperative system as early as the
following years. Several perspectives for its future development can be suggested
taking into account the results of the analysis of the development of the main indicators
characterizing the activity of TFA of cooperative retail trade for the period 2003-2012:

• Using franchising in cooperative trade will ensure better flexibility in the
management of cooperative property. It will allow the cooperatives involved
in retail trading especially those which experience shortage of financing to
provide their unprofitable sales outlets to private companies which invest their
own capital in the business activities.

• The better future development of the sales outlets of the COOP chain requires
development of new forms of retail trade through pilot Internet stores thus
covering a broader range of consumers besides those who are familiar with
the outlets. This form will also allow them to become acquainted with the
whole range of goods offered in the sales outlets – both with the goods with
own brand names and the rest of the product range – without losing time.

• Although the COOP stores are well known and preferred in a number of
settlements, the policy for their optimization and increased competitiveness
will continue. In view of the strategic goal, the chain of cooperative stores
should serve both consumers in cities and the larger municipal centers in the
country in the future. The chain form of trading can also be realized by creating
chains of modern, medium-sized supermarkets (convenient and attractive
family-type stores, i.e. close to consumer homes – neighbourhood shops). A
cooperative retail chain can take up a share in the specific market niche of the
stores which are smaller in size, located closer to consumer homes and offer
diverse assortments of the most needed goods at competitive prices. These
stores are more convenient and easily accessible and are visited more
frequently than the enormous hypermarkets and supermarkets. Thus
cooperatives will be able to gain higher profits and constant revenues from
their business activities. This is a precondition for the financial stabilization
and efficiency of the business activity of cooperatives.

• The implementation of a flexible pricing policy should continue including through
the use of electronic labels which have been introduced to 9 outlets in the
country so far. More importantly, the number of sales outlets using electronic
labels will continue to expand;

• There should be an increase in the number of the COOP chain outlets that will
participate in the project for supply of goods from producers applying the
principles of fair trade (Fair Trade) and development of healthy food programs
suitable for all age groups. At this stage ‘Fair Trade’ goods are imported in the
Bulgarian cooperative retail trade mainly from COOP United Kingdom.
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Conclusion

On the basis of the analysis of the development and problems of TFA of
cooperative retail trade *we can conclude that despite the difficult economic and
financial conditions, the cooperatives continue to follow the policy launched a few
years ago for stimulating the commercial activities and restructuring the sales outlets
so as to make them a major competitive and profitable business of consumer
cooperatives.

(*We can conclude that despite the troubled economic and financial situation,
for the last couple of years the cooperatives have been persistent in their efforts to
encourage the sales activities and upgrade their retail outlets so that they can gain a
competitive advantage.)
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Abstracts

The commercial activities carried out by consumers’ cooperatives are conducive to
satisfying the needs of a considerable part of the population with the necessary goods and
services. As a relatively autonomous economic system in cooperative trade, the cooperative
commercial network is an integral part of the commercial network of the country, of retail trade,
of domestic trade and of the entire process of stock turnover. The present article is aimed at
tracing and analyzing the development and the issues of tangible fixed assets (TFA) of
cooperative retail trade in Bulgaria for the period 2003-2012 (including the development in the
number of owned and operated outlets, the amount of the invested funds and the development
of the outlets of the retail chain Coop) and, based on the conducted analysis, drawing some
prospects for its development.
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