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The study examines the relationship between co-operative society 
governance and members’ satisfaction. Co-operative societies face 
problems of how to keep balance between efficiency and governance 
because those in charge of operations of co-operative; the board and 
the staff must meet two demands i.e. good business practice and the 
social responsibility which involves the satisfaction of members. The 
objective of this study is to examine the relationship between co-operative 
governance and members’ satisfaction using Ambrose Alli University 
Workers/Farmers Multi –Purpose the Co-operative Society as a case 
study. The data collected in this study were obtained through structured 
questionnaire. Data analyzed were subjected to descriptive statistics and 
graphs. The data analyzed indicated that the challenges facing the 
co-operative society include theft /fraud and mismanagement. Members 
agitated for transformation of the co-operative society to operate in 
line with the guidelines of the Central Bank of Nigeria. It was 
recommended that for efficiency and high productivity, staff should 
be trained. Also there is need for innovative technology and the necessity 
for the cooperative society in question to network with other 
organizations. 
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1. Introduction
The International Co-operative Alliance (1995) defined a co-operative as an “autonomous association 

of persons united voluntarily to meet their common economic, social, and cultural needs and aspirations 
through a jointly owned and democratically controlled enterprise.” Co-operatives are established by 
people with similar thought process especially the cultural and economic background to meet their 
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economic interests. Ijere (1981) contended that co-operatives are established to play important roles 
in the provision of services that would enhance agricultural development in Nigeria. The author opined 
that regular and efficient performance in agricultural services will accelerate the transformation of 
agriculture and rural economy in Nigeria.

Co-operative society is seen as a business organization where persons come in willingly and associate 
together on the basis of justice, fairness and equity and to promote similar economic interest (Misra 
& Puri, 2008). According to Helms (2005), co-operative society is an association of persons who 
have voluntarily come together to pursue a common goal through the formation of a democratically 
led enterprise, making equitable contribution to the capital required and having fair share of the risks 
and benefits as active members. On the other hand, Nafziger (2006) opined that a co-operative society 
is a voluntary association of persons having mutual ownership in providing themselves the needed 
economic benefits:nonprofit benefits through organized legal system that would enable them accomplish 
their objectives through joint participation of members. 

Nigerian economy has a lot of potentials for development and growth because of the abundant 
natural and human resources available. The human and natural resources need to be harnessed to 
the fullest for the general well being of the citizens of the country. One way to realize this goal 
is through the encouragement of co-operatives movement in the country (Ayanwu et al., 1997). In 
Nigeria, Co-operative societies focus mostly on individuals who wish to start or expand their businesses 
and also medium and small scaleenterprises (MSE) to better their activities or businesses and their 
socio-economic prospect (Agbasi, 2010). It is the process of developing and sustaining economic 
growth, poverty reduction and facilitating job creation through promoting community spirit, identity 
and social organization (Gertler, 2001). 

A study by Manap and Tehrani (2014) noted series of methods co-operative societies use to effect 
changes in the area of economic development of the country such as; building of market stores, 
recreation centers, health centers and creation of jobs opportunities. Thus, co-operative societies promote 
the fullest participation of all people and facilitate equitable distribution of the benefits of globalization. 
According to Levin (2002), co-operative societies contribute to sustainable human development and 
play a vital role in fighting against exclusion to economic development, this is a key factor in the 
promotion of national, international economic and social development of a country.

Co-operatives all over the world face one challenge or the other: ideology, capital, credibility and 
management, cultural transformation, competition, expansion, wage, solidarity, centralization, reorganizat
ion and programmes to increase productivity and participation (Taimni, 1997). In another development 
it was posited that co-operative societies face problems of how to maintain the balance in two areas 
of co-operative business namely, efficiency and democracy, because those in charge of operation 
of co-operative societies especially the board and staff need to display the necessary attitude to achieve 
the goals of the organization (Grove, 1985). 

Abell (2004) identified yet another challenge; that is the problem of training and retraining of 
members and officers in cooperative societies especially in developing countries. The author noted 
that a co-operative society without strong component of education is likely to face the danger of 
losing essential character, that is, the human and personnel traits which differentiate them as a co-operative 
societies. Nwankwo, Ewuim, and Asoya (2012) identified lack of proper management as a major 
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challenge facing co-operative societies in Nigeria particularly in the area of quality of leadership 
which is a sine qua non for steering cooperatives to their target destination.

Cooperators satisfaction is seen as the total evaluation derived from purchase and consumption 
from goods and services within specific period of time, (Aderson, 2004). The author maintains that 
the quality of goods and services rendered to customers determines their satisfaction. And the customers 
should be given opportunity to express themselves especially when it comes to their demands so 
that they can come again. Anderson (2004), opines that cooperators satisfaction comes from the perception 
of cooperators’ expectation being met. Cooperators’ satisfaction consists of sales, services, profits 
and dividend shared. In this context cooperators’ satisfaction consist of dividend and access to credits 
and goods and services. When the product purchased meets the expectation of the cooperators it 
encourages them to come back again for additional products after fulfilling their first obligation. The 
research question therefore; are members satisfied by the governance structure of the Ambrose Alli 
University Workers/Farmers Multi –Purpose Cooperative Society? The research objective is to examine 
the relationship between the governance structure of Ambrose Alli University Workers/Farmers Multi 
–Purpose Co-operative Society and members’ satisfaction.

2. Theoretical and Literature Review 
Cooperative society governance and members satisfaction are examined by employing the agency 

theory (Jensen & Meckling, 1976). Agency theory explains how the relationship between the principals 
and the agents can be maximized. The authors maintain that principals delegate the day to day activities 
or business to the committee members who are the shareholders and agents (Clarke, 2004). Daily, 
Dalton, and Canella (2003) identify two factors that influence the agency theory. First, the theory 
is conceptually simple and reduces the cooperative into two participants: managers and shareholders. 
Second, agency theory suggests that employees or managers in the organization can have self-interest 
and goals (Haslinda & Valentine, 2009). In the agency theory, the shareholders expect the agents 
to act or work and make decisions in the principal’s interest while, on the contrary, the agents may 
not necessarily or willingly take decisions in the interest of the principals (Jensen & Meckling, 1976). 
Certainly, what should be noted is that the problem arising from the separation of ownership and 
control in agency theory has been confirmed by several scholars including Davis, Schoorman, and 
Donaldson (1997). Scholars claim that in the agency theory, the agents may succumb to self-interest 
and opportunistic behavior, thereby falling short of achieving the principals’ goals and needs.

However, the agency theory was introduced basically as a separation of monitoring, ownership 
structures, and control (Bhimiani, 2008). From the agency theory perspective, insight can be offered 
into how obtaining control of critical resources offers better services to members. This study therefore 
applies agency theory to explain members satisfaction base. While the governance perspective of 
agency is to design controls that enforce compliance (Nkundabanyanga, 2016); the ability of an organizatio
n to cope, survive, grow, and maintain business success is related to the monitoring rights, ratifications 
of management decisions, and innovations to accomplish better services. This is also shared by Haslinda 
and Valentine (2009) who contended that governance must constitute a goals structure that provides 
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for the needs or goods of the shareholders which change the monitoring and innovation that enhance 
members satisfaction. 

The epistemology of monitoring concept indicates that it is derived from cooperative governance 
(Dasgupta & Serageldin, 2000). Monitoring rights in cooperatives are the processes of overseeing 
the activities and operations of cooperative societies. This procedure makes members of cooperative 
societies gain confidence that their co-operative society is operating and managed for their uttermost 
benefits. Monitoring in cooperative society is predominantly task of management committee members 
who are elected at annual general meetings to steer the society to success and to ensure development. 
The management committee has tasks such as being responsible for ensuring excellence, organizing 
and handling of operations while the management committee’s actions involve team-building and 
to satisfy members’ needs. Therefore, the presence of good governance in cooperatives societies brings 
about members satisfaction and membership growth (Ben-Ner & Van Hoomissen, 1991; Hansmann 
& Kraakaman, 2001).

Good cooperative governance leads to effective monitoring of activities of a society which enhances 
social performance (Djankov et al., 2007). Cooperative governance regulates the relationship between 
members of cooperative and committee representatives. In this regard, control and supervision by 
committee members are key functions of cooperative governance. Therefore, accommodating the interests 
involved, streamlining differences between expectations of groups including owners, guiding and monitori
ng the managers are the main concerns of governance, leading to more transparent relationship, risk 
reduction and improvement of security in the system of organizations. 

Ratification of management decisions includes resolutions that have been implemented prior to 
the general meeting. The ratification process brings about self-assurance of society members that 
their management holds wide consultation and care for members (Dasgupta & Serageldin, 2000). 
In addition, the order of ratification provides opportunities to the executive management to explain 
why timely approval is necessary for members. These new approaches in businesses help members 
to appreciate the services rendered which promote members’ satisfaction. Moreso, the executive committee 
retains formal ratification and monitoring rights which are very crucial for members’ satisfaction 
and confidence (Gianviti, 2005).

Innovative technology or services promote members’ social responsibility and quality services that 
could lead to members’ satisfaction. The reason behind innovation is to bring in new approach of 
delivering services to members such as distribution of inputs, loans and repayments which can now 
be done through mobile transactions. Cooperative businesses have a policy framework that supports 
employees and members to be innovative and creative by producing something fresh to promote 
social responsibility within the society. Birchall (2003) and ICA (1995) contended that good governance 
system can create innovative approach, enable cooperatives to continue to be important means of 
achieving economic security and improve standard of living. Schumpeter (1934) was the first to establish 
a linkage between enterprises and innovation in theory. The author noted the crucial role of innovation 
as it contributes to growth of the economy. Bygrave and Timmons (1992), Legge and Hindle (1997) 
held similar view that innovation is a change of state, a dynamic process and a unique event that 
could promote the successes of cooperative societies. 

A sustainable policy framework for, co-operative societies in developing economies is very necessary. 
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it will assist to create a large and vibrant co-operative sector. According to Mwanja et. al. (2014), 
non-compliance with co-operative dictates and other policies affect co-operative performance. The 
authors maintain that policy compliance ensures that guidelines are followed when taking decisions 
for the well-being of members particularly where the utilization of co-operative funds is involved. 
According to Kobia (2011) policy adjustment helps in introducing new methods toward quality services 
to members. It has been noted that sound governance, risk management and compliance discipline 
can enable co-operators to integrate inefficient, isolated processes and systems into effective and efficient 
co-operative societies. 

3. Research Methodology 
This section of the study discusses the data collection process and method in assessing the level 

of satisfaction derived by cooperators from services rendered by the executive of the cooperative 
society. The study was carried out in Ambrose Alli University Workers/Farmers Multi-Purpose Cooperativ
e Society, Edo State, Nigeria. The cooperative society was established in 1991 with membership 
strength of two thousand nine hundred and twenty four (2,924) members. 

The Multipurpose Cooperative Society finances are from shares/savings, loans and investment. Monthly 
savings is deducted from members’ salaries or given by cash where necessary. Loans are granted 
to member at the interest rate of 15%, for a period of twenty four months. Approval of all loans 
is strictly at the discretion of the executive. A member is only eligible for another loan only after 
full repayment of previous loan while the recovery period of a loan is a maximum of twenty four 
months and the recovery of loans is done by deduction from a member’s salary or by cash where 
necessary.

The research utilized survey design and the choice of this approach is because of its flexibility 
and wide coverage (Kothari, 2003). The underlying principles of this research are to ascertain the 
satisfaction level of co-operators based on the governance of the cooperative (executive committee 
members). Respondents were selected members and staff of the co-operative society. 

There were twenty seven (27) questions asked participants including their socio demographic status. 
Other related questions were on duration of membership, product loan used for, executive management 
policy and satisfaction of their services by the cooperators, training of both staff and members, transformati
on and regulation of cooperative society, network and collaboration with other organization, social 
responsibility and social performance and the challenges and threats to cooperative society.

The sample size was randomly selected from the population of two thousand nine hundred and 
twenty four (2,924) and three hundred cooperators representing 9.7% were sampled and questionnaires 
were administered to them and two hundred ninety three (293) were retrieved from the respondents 
representing 98%. The questionnaire instrument consist of open and close –ended questions; some 
dichotomous, multi-choice questions in which the researchers provided a choice of answers. The dichotom
ous questions had only two response alternatives namely, yes or no. The data analyzed were subjected 
to descriptive analysis which has to do with the use of percentage (%) and graphs.
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4. Data Presentation
4.1 Descriptive Analysis

Fig. 1 below shows that majority of the members of the cooperative were between 11-20 years, 
those that have been members for 1-10 years, 33.1% and 20.1% of the respondents have been 
members for 21-30 years. In terms of the products loans are used for, Fig. 1, reveals that the 
loan collected were spent on personal loans, 48.8%, car loans, 31.1% and housing loans 20.1% 
in that order.

Fig. 1. Duration of Membership and Product loan used for (Source: Field Survey 2020)

Fig. 2 below shows that 48.8% of the respondents agreed that the executive management adhered 
to the policy of the cooperative while 51.2% said they did not adhere to the policy of the cooperative. 
On satisfaction of their services to the cooperators, 65.2% of the cooperators or respondents said 
No, meaning they were not satisfied with their services while 34.8 said yes that they were satisfied 
with their services. On the existence of legal department, 65.5% of the co-operators or respondents 
said that they do not have legal department in the cooperative while 34.5% of the respondents 
said yes, meaning there is legal department. 
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Fig. 2. Executive Management policy and Satisfaction of their services by co-operators 
(Source: Field Survey 2020)

Fig. 3 below indicates that 44% of the respondents or cooperative staff often receive training 
while 56% of the staff or respondents indicated that they do not receive training. On training of 
members, 95.2% of the respondents said that they do not receive training at all while 4.8% of 
the respondents mentioned that they do receive training often.

Fig. 3. Training of both staff and Members (Source: Field Survey 2020)
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Data from Fig. 4 showed that 79.2% of the respondents were of the view that their cooperative 
society should be transformed to a microfinance bank while 20.8% do not share the view or accept 
transformation. On the issue of willingness of the cooperative society to accept innovative technology, 
99% of the respondents seriously agreed that new innovative technology be introduced in the operations 
of co-operative societies while 1% of the respondents disagreed. On the issue of regulation by 
Central Bank of Nigeria, 98% of the respondents agreed that it should be regulated while 2% 
of the respondents did not share the view of regulation by the Central Bank of Nigeria. On issue 
of restructuring of the management team, 51.2% of the respondents agreed to restructuring while 
48.8% opposed - restructuring. 

Fig. 4. Transformation and regulation of cooperative Society (Source: Field Survey 2020) 

Data from Fig. 5 below indicates that the co-operative does not have network with other organizations. 
A total of 98% of the respondents said that there is no network while 2% of the respondents 
agreed that there are networks with other organizations. On collaboration with other cooperative 
societies, 15.4% of the respondents agreed that there is collaboration with other co-operative societies 
while 84.6% of the respondents said that there is no collaboration with other co-operative societies. 
On the issue of monitoring rights 81.2% of the respondents agreed that there is a committee on 
monitoring rights within the cooperative society while 18.8% of the respondents disagreed that 
there is a committee on monitoring rights within the cooperative society. On the issue of ratification 
of executive committee decisions, 86.9% of the respondents strongly disagreed that there is such 
committee while 13.1% agreed and said such a committee exists.
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Fig. 5. Network and collaboration with other Organization (Source: Field Survey 2020)

Fig. 6 below indicates that theft/ fraud and poor management are the major challenges and threat 
to the cooperative society. 66.9% of the respondents were of the opinion that fraud was a major 
challenge while 33.1% of the respondents disagreed. 

Fig. 6. Challenges and threats to co-operative Society (Source: Field Survey 2020) 
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5. Summary of Findings
In the agency theory, the shareholders expect the agents to act or work and take decisions in 

the principal’s interest. In this study it was observed that the agents which are executive and staff 
provide certain services and products for members’ satisfaction. However members are not satisfied 
with their services. From the study, the agents provide different forms of loan products for the 
cooperators and these are personal loans, car loans, housing loans and agricultural and educational 
loans. But from the study, it was revealed that the loans collected are spent mostly on personal 
needs 48.8%, car loans 31.1% and housing loans 20.1%. On issue of adherence to the policy of 
the co-operative to achieve members satisfaction, it was revealed that the agent (executive) adhered 
to the policy. 51.8% of the members agreed on the issue while 48.2% were of the opinion that 
they did not adhere to the policy of the cooperative. On satisfaction of their services (executive) 
to the cooperators, 65.2% of the cooperators said they were not satisfied with their services while 
34.8 said yes that they were satisfied with their services. On the existence of a legal department 
to deal with members legal issues, 65.2% opined that there is no legal department within the co-operative 
management. From the data analysis it was observed that both the staff and members of the co-operative 
society have not been trained at all considering the importance of training in an organization and 
training enhances productivity that brings about satisfaction. Further, members were not satisfied 
with the activities of their agents (executive/staff) because of the level of theft /fraud, and this 
has led to agitation for new innovative technology that can track theft and fraud. Also, due to 
the high level of theft/fraud, members are agitated for transformation of the co-operative society 
to a microfinance bank so that it can be regulated by the Central Bank of Nigeria and through 
this members’ satisfaction could be achieved. From the study it was also observed that the co-operative 
society does not network and collaborate with other organization and it does not bring a new ideas 
that can assist the cooperative society to satisfy their cooperators. It was observed that most members 
clamoured for restructuring of the executive committee (management team) to bring about satisfaction 
to the co-operators. The greatest challenges identified by members confronting the co-operative 
society were theft/fraud by the staff and poor management. These have greatly hampered members’ 
satisfaction and these should be a major concern to every cooperative societies and researcher.

6. Conclusion and Recommendations
In conclusion, a sound policy implementation for strengthening cooperative systems should be 

encouraged since it is the channel through which cooperative societies can attain better performance. 
For this reason, cooperative should take initiative to provide a clear explanation and acceptable 
assurance that effective governance through regulation, networking, restructured management and 
new innovation, will improve efficiency in quality services which will give better benefits and 
enhance performances and members’ overall satisfaction.

Based on the above findings, the following recommendations are hereby made; 
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For co-operative members to be satisfied with the services of the executive management, innovative 
technology must be developed to track every transaction of cooperators for proper accountability. 
Innovation brings about new ideas and systems that enhance development and members’ satisfaction. 

Co-operative activities should be regulated especially when members’ savings are involved. From 
our findings it was revealed that the greatest threat to the co-operative is theft/fraud and this can 
reduce co-operators’ confidence. If regulated, it will minimize the level of theft and fraud. 

Staff and members of co-operative society should be trained to enhance effective performance 
that can promote cooperators satisfaction. Capacity building is very important in service delivery; 
training will bring in new innovations and ideas that will assist the staff and management for effective 
service delivery to their members. 

There is need for co-operative society to have network with other organizations. It will broaden 
its scope. This can be done through networking, meetings, newsletters, emails and exchange of 
personnel. 

Ratification committee outside the general assembly must be constituted to always ratify the 
decisions of the executive committee of the co-operative. This will help to bring about transparency 
and accountability in the system. 

The Executive Committee that acts as Monitoring Rights Committee should be restructured to 
meet the modern trend of monitoring and to add value to the activities of the management by 
checking and verifying the financial and non-financial transactions in the cooperative society. The 
advancement of the delivery of committee reports is paramount to the overall performance of the 
co-operative society.
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