
Overview of Cooperative Management

Key concepts, structures, and best?practice guidelines for running a successful cooperative.

1. What Is a Cooperative?

Feature Description

Member?Owned The business is owned by the people who use its services (members).

Democratic

Control
One?member?one?vote regardless of capital contribution.

Purpose?Driven
Focus on meeting members’ economic, social, and cultural needs rather than

maximizing profit.

Profit

Distribution

Surplus is returned to members as patronage dividends, retained for growth, or

used for community projects.

Legal Forms
Varies by jurisdiction (e.g., consumer co?ops, producer co?ops, worker co?

ops, purchasing co?ops, multi?purpose co?ops).

2. Core Principles (ICA – International Cooperative Alliance)

1. Voluntary & Open Membership – Open to all who can use the co?op and accept

responsibilities.

2. Democratic Member Control – Members actively participate in setting policies and electing

the board.

3. Member Economic Participation – Members contribute equitably and share in surplus.

4. Autonomy & Independence – The co?op is self?governing; external funding does not

compromise control.

5. Education, Training & Information – Ongoing learning for members, elected

representatives, managers, and employees.

6. Cooperation Among Cooperatives – Strengthening the movement through networks and

joint ventures.

7. Concern for Community – Sustainable development and social responsibility.
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3. Governance Structure

Body Primary Responsibilities Typical Composition

General

Assembly (GA)

Approves bylaws, elects board, decides

major policies, approves financial

statements.

All members (or their proxies).

Board of

Directors

Strategic direction, fiduciary oversight,

policy implementation, hiring senior

management.

5?15 elected members; may include

independent directors.

Management

Team

Day?to?day operations, staff supervision,

financial management, member services.

CEO/General Manager + functional

heads (finance, marketing,

operations, HR).

Committees
Specialized tasks (audit, nominations,

education, marketing, social impact).

Volunteers or appointed members,

often reporting to the board.

Key Governance Practices

Term Limits & Rotation – Prevent concentration of power.

Conflict?of?Interest Policies – Ensure decisions serve the co?op, not individuals.

Transparent Reporting – Regular financial and activity reports to all members.

Member Engagement – Use surveys, town?hall meetings, and digital platforms to keep

members informed and involved.

4. Financial Management

1. Capital Structure

Member Equity Shares – Initial buy?in; may be refundable or non?refundable.

Retained Surplus – Reinvested to improve services, expand capacity, or build

reserves.

External Funding – Loans, grants, or equity from cooperative banks; must preserve

member control.

2. Patronage Refunds
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Calculated on the basis of each member’s transactions (e.g., purchases, sales, labor

contributed).

Distributed annually or retained as per member vote.

3. Budgeting & Forecasting

Operating Budget – Revenue (member sales, services) vs. operating expenses.

Capital Budget – Long?term investments (equipment, facilities, technology).

Cash?Flow Projections – Critical for seasonal co?ops (e.g., agricultural).
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