
Definition and Principles of Cooperative Management

(A concise study guide for quick reference)

1. What Is Cooperative Management?

Aspect Description

Core Idea
Managing an organization that is owned and controlled by its members, who are

also its primary beneficiaries.

Legal Form
Typically a cooperative society (e.g., consumer, producer, worker, agricultural,

credit cooperatives).

Governance Democratic, one?member?one?vote system regardless of capital contribution.

Objective
Satisfy members’ economic, social, and cultural needs rather than maximizing

profit for external shareholders.

Key Actors

• Members – owners and users of services.

• Board of Directors – elected by members, sets policy.

• Management Team – implements policies, runs day?to?day operations.

• Committees – may handle audit, education, marketing, etc.

2. Foundational Principles (International Co?op Principles)

# Principle Practical Implication for Management

1
Voluntary & Open

Membership

Recruit members without discrimination; maintain transparent

admission criteria.

2
Democratic Member

Control

Ensure one?member?one?vote; hold regular general meetings;

enable member participation in decisions.

3
Member Economic

Participation

Allocate surplus proportionally to members (e.g., patronage

refunds); limit return on capital to avoid profit?driven behavior.

4
Autonomy &

Independence

Preserve decision?making authority; avoid undue influence from

external investors or governments.

5
Education, Training &

Information

Provide continuous learning for members, board, and staff; keep

stakeholders informed about performance and governance.
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# Principle Practical Implication for Management

6
Co?operation Among

Cooperatives

Build networks, joint ventures, or shared services with other co?ops

to achieve economies of scale.

7 Concern for Community
Align activities with local development goals; practice sustainable

and socially responsible operations.

3. Core Management Functions in a Cooperative

Function What It Entails Cooperative?Specific Focus

Planning
Set strategic goals, forecast

demand, allocate resources.

Align plans with member needs and the

cooperative’s mission.

Organizing
Design structure, define roles,

establish committees.

Preserve democratic structures; ensure

clear lines of accountability to members.

Leading
Motivate staff, foster a

participatory culture.

Encourage member engagement,

transparency, and shared ownership

mindset.

Controlling
Monitor performance, financial

reporting, compliance.

Use member?focused metrics (e.g.,

member satisfaction, patronage) alongside

financial ratios.

Marketing &

Member Services

Promote products/services,

maintain quality.

Emphasize member benefits, community

impact, and cooperative values.

Financial

Management

Capital acquisition, budgeting,

surplus distribution.

Apply member equity rules, limit profit

distribution, reinvest for member benefit.

Risk Management

Identify and mitigate

operational, legal, and market

risks.

Protect member assets; maintain solvency

to ensure continuity of services.

4. Decision?Making Process

1. Proposal Development – Initiated by members, board, or staff.

2. Member Consultation – Information shared via newsletters, meetings, or digital platforms.

3. Deliberation – Open discussion at General Meeting or special session; committees may

provide
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