
Overview of Cooperatives

1. What Is a Cooperative?

Definition: A cooperative (or co?op) is a member?owned, member?controlled enterprise

that operates for the mutual benefit of its members.

Core Principle: “One member, one vote” – democratic control regardless of capital

contribution.

Legal Form: Can be incorporated as a corporation, association, or other legal entity,

depending on jurisdiction.

2. Key Characteristics

Characteristic Description

Member?Owned Capital is contributed by members; profits (surplus) belong to them.

Democratic

Governance

Each member has an equal vote in major decisions (board elections,

policy changes).

Member Economic

Participation

Members contribute equitably to capital and receive returns in

proportion to their transactions with the co?op, not to the amount of

capital they hold.

Autonomy &

Independence

The co?op remains autonomous, even when entering partnerships or

receiving external financing.

Education, Training &

Information
Ongoing programs for members, employees, and the public.

Co?operation among

Cooperatives
Networks and alliances to strengthen the sector.

Concern for

Community
Sustainable development and social responsibility are integral.

3. Types of Cooperatives

Type Primary Purpose Typical Members
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Consumer Co?ops
Provide goods/services to members

at fair prices
Households, individuals

Producer Co?ops
Help members market, process, or

distribute their products

Farmers, artisans,

manufacturers

Worker Co?ops
Operate businesses owned and

managed by employees
Employees

Purchasing/Procurement Co

?ops

Aggregate demand to obtain better

terms from suppliers

Small businesses,

schools, hospitals

Housing Co?ops
Own and manage residential property

for members
Residents

Financial Co?ops (Credit

Unions)
Offer banking services to members Individuals, groups

Multi?purpose Co?ops
Combine two or more of the above

functions
Varied

4. How Cooperatives Are Governed

1. General Assembly (or Membership Meeting)

All members convene annually (or as required).

Approves major policies, elects the Board of Directors, and reviews financial

statements.

2. Board of Directors

Elected by members; typically 5?15 people.

Sets strategic direction, oversees management, ensures compliance with cooperative

principles.

3. Management Team

Day?to?day operations handled by a manager/CEO and staff.

Accountable to the Board.

4. Committees (optional)
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Finance, audit, membership, education, etc.

Provide specialized oversight and recommendations.

5. Financial Structure

Element Explanation

Member Capital Shares or equity contributed by members; often refundable on exit.

Surplus

Distribution

Allocated as patronage refunds (based on members’ use of services) or

retained for growth.

Loans & Grants May obtain external financing, but must preserve member control.

Reserve Funds
Legal or statutory reserves to ensure stability (e.g., a 5?% reserve in many

jurisdictions).

Accounting
Typically follows standard accounting principles; some jurisdictions require

specific cooperative reporting.

6. Advantages of Cooperatives

Economic Benefits

Lower costs & better prices for members.

Profits returned to members rather than
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