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Abstract

Cooperatives are based on the philosophy of equahd mutual help i.e.
'All for each and each for all'. They cover a widage of development
services in Nepalese context. The members of aecaige elect a board
of directors in its general meeting for the daydey operation. The board
prepares policy and procedures, and appoints mar{fape implement the
policies and run the program. One of the internsdues in saving and
credit cooperatives is the relationship between agans and the board of
directors which affects on the performance levethefcooperative. In this
regard, the main objective of this paper is to ass¢he relationship
between managers and the board of directors, asdintpact on the
performance of saving and credit cooperatives ikHima. The study also
covers the managers' feelings of job satisfacticareer development
opportunities, and responsibilities of board ofetitors and managerQut
of 212 savings and credit cooperatives in Pokhan@-8etropolitan, 77
cooperatives were selected as sampke questionnaire survey with the
mangers was carried out to derive the primary infation, and annual
audited reports are used as secondary sourcestaf d&e results indicate
that board-manager relation does not affect thepoesibilities of board of
directors and managers, and academic qualificatimismanagers are
positively related to performance of the coopeegiFinally the paper
concludes that the board manager relationship isigpeely related to
return on assets of the cooperatives.
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Introduction

Cooperative is a member controlled business whisters a wide range of
development services. Cooperatives have been metral in financial
inclusion for the rural and agricultural househalddNepal. It is accepted
as a most important part of three-pillar economsngosing of the state,
cooperatives and the private sector. Althoughrethere some serious
issues in cooperatives, especially in saving aeditcooperatives such as
the requirement for suitable legislation for reguig such cooperatives,
effective supervisory and monitoring arrangememwihesing to member
based business activities, setting good governprasice, putting internal
control in place, following ethical practices indmess, and bridling the
temptation to make and distribute undue profit ({hada, 2014).

The internal structure of the cooperatives in Nepahtains general
assembly as apex organization, the executive boardirectors as the
operational agency, and the account and the sgi@mvcommittee as the
strong internal committee with the responsibility perform the job of
auditing by itself or hiring the auditors. The bdaf directors can organize
different subject-wise subcommittees to help irdagy activities smoothly
according to needs (Thakuri, 2010). The board ofatiors appoints the
employees of the cooperative society according e heeds of the
organization. Most of the cooperatives appoint onanager, and the
supporting staff having the position of assistarenager, accountant,
cashier/treasurer, marketing staffs, security guatd. (Thakuri, 2010).

Directors in a cooperative hold a crucial positimiween members and the
managers. Normally, the manager of the cooper#tizgs the office, with
the responsibility of daily transactions. Similariyhe manager act as a
bridge between the board of directors and employleefew cooperatives,
one member from the board of director is workingeascutive director or
managing director of the cooperatives (Thakuri, @@ivkovic, Hudson,
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Johnson & Park, 2015). There are several issuatnglto the cooperative
governance performance i.e. diverse backgroundsire€tors, duties and
responsibilities of the board of directors and ngams, good relation
between board of directors and managers, maximizegpurces and
minimizing cost of cooperatives, and accepting dineerse roles by the
managers (Santiaguel, n. d.). One of the issuesooperatives is the
relationship between manager and the board of tdmecof the
cooperatives.

Another issue or challenge of saving and creditpeoative management
that the cooperative members are consumers, farmenkers, fishers,
informal economy operators — they are not necdgsprofessional in
managing cooperatives. Smaller cooperatives may beotable to hire
professional managers and must therefore rely ensthlls of elected
member, who may excel in their trade but have negen a balance sheet.
This is the reverse of the medal of “democratic aggment”, which needs
to be addressed through training, education, apdogpate advisory, and
support services (Schwettmann, 2014). The effactige of management is
one of the most important factors in determining success or failure of
any firms, whether it is cooperative or an invesigented firm. Both the
board of directors and the managers are involvedhan cooperative
management process and activities such as planorggnizing, staffing,
directing, and controlling. The board needs to kegmagers adequately
informed about cooperative plans, policies, andtsgies. For the success
of the cooperatives, the board requires to fulid adequate employees in a
cooperative, to train employees, to take step dbr gatisfactions and to
spend the career of the employees in the orgaoizatiThe working
relationship between the board and the manageiresqrespect and the
understanding of each other's responsibilities tfer cooperative to be
successful (Cobia, 1989 as cited in Zivkovic et 2015). Thus, the board
manager relationship is the most important parttled cooperative
performance.
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Conceptual Framework

Feltus, Petit and Vernadat (2009) define respolitsibas “having the
obligation to ensure that something happens” (p.F&ltus et al. also
highlight that being responsible needs one or margpacities,
accountabilities and commitments. But at the ogppgine commitment
and accountability always relate to one responsibilwhereas one
capability may be attached to many responsibilitascountability is the
state of being accountable for the achievemenh@frésults of an activity.
Capability describes the required qualities, skiligesources to perform an
activity (Feltus et al., 2009). Commitment is theral engagement of a
person to achieve objective and perform the tastespect of an ethical
code. In cooperative societies, it is the respalityibof the board of
directors to ensure that the cooperative societesply with the standard
and policies that enhance good governance (Otier@ndbuna, 2015). It
means managers and boards are accountable footieiaction relating to
themselves and others.

The relationship between boards and manager isedevery differently
within the contrasting theoretical perspectivese Blgency and democratic
perspectives stress the importance of the boardtomnimg and controlling
the work of managers. In contrast, stewardshiprihetresses the role of
the board as a partner to management, workingllab@yation to improve
top management decision-making (Cornforth, 2004hnleM(as cited in
Cornforth, 2004) has pointed tension and confle¢mnss most likely to
occur when boards and senior managers have diffexpectations of their
respective roles. The interdependent of board arahagers offer to
establish a productive working relationship is thgl open discussion and
negotiation over roles and responsibilities. Thamef it is important that
the boards regularly review their relationship witlanagers and how they
are working together.

Job satisfaction refers to the attitudes and fgsliof employees that they
have about their work. Positive and favorable wdiéts towards the job
indicate job satisfaction. Therefore, job satistatts a positive emotional
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state that employee experiences about their d(fileestha, 2015). Luthan
(as cited in Tella, Ayeni & Popoola, 2007) notesp@nse, expectancy, and
attitudes as dimensions of job satisfaction. Enmatioesponse is the matter
of experience and feeling. It cannot be seen ochted. Job satisfaction is
also determined by how well outcomes meet the @apens of employee.

So, it is the difference between the amount of rde@mployees receive
and the amount they expect they should receiveatitude can be as a
positive or negative evaluation of people, objeetgnts, activities, and

ideas. Job satisfaction represents employeesudssit about different

factors: pay (salaries and wages), the work itsedireer development
opportunities, supervision and coworkers.

Manager with a high level of job satisfaction hofuissitive feelings about
the job, while a person with a low level holds rtega feelings. Job
satisfaction influences on productivity and abseiste of employees.
Productivity has the efficiency relationship betweaeput and output. The
evidence suggests that productivity is likely tadeo satisfaction. It also
seems that organizations with more satisfied warlear a whole are more
productive organizations. Absenteeism is the failof people to attend
work. There is an inverse relationship between sfatiion and
absenteeism. Consequently, managers' job satmfidetinds to center on its
effect on organizational performance.

Performance is the act of carrying into action, i@oktment,
accomplishment, representation, and duty. Perfocenamanagement is the
process of creating a work environment or settimgnvhich people are
enabled to perform to the best of their abiliti€di¢no & Ombuna, 2015).
Performance management is a whole work systenb#ghs when a job is
defined as needed and it ends when an employeesléhe organization.
Managing performance requires developing peopléh vehsuring that
organizational aims are achieved (Otieno & Ombu2@l5). It means,
therefore, to look first at managing performancettad level of basic
standards and responsibilities.
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There is no consensus on the dimensions of orgaémz performance.
Some studies focuses on one or two dimensions. wEawénvo clear-cut
dimensions can be suggested: financial and nomdiabperformance. The
dimensions for financial performance include paditity, return on assets,
return on investment, market return, sales reveane others, while the
dimensions for non-financial performance includestomer satisfaction,
job satisfaction, turnover, service quality, qualif job performance and
others (llhaamie, 2015). Thus, organizational peménce is a multi-
dimensional concept. Hence, Seldon and Sowa (&g titllhaamie, 2015)
suggested that researchers use a multi-indicatamrder to measure the
complexity of the organizational performance dimensin this regard, the
study used only financial measure of performareeROA.

Data and Methods

The paper is descriptive in nature and mainly bagedgiticipants'

experiences and views. Primary data were obtanedsing structured
guestionnaire survey. Annual audited reports oalr@® Year 2015/16 are
also collected from the sample cooperatives whiehbasically used for
calculation of return on assets. Besides, liteeatatated to cooperatives,
manager and board relation, organizational/coopesatperformance are
also consulted and used whenever necessary.

Mid July 2015, there were 212 savings and credipeoatives in Pokhara
Sub- metropolitan (Cooperative Training and Diuns©ffice, 2015). These
entire cooperatives are treated as population.dd@{l2 cooperatives, 77
cooperatives of Pokhara Sub-metropolitan were Hmpse of the study.
The entire managers (i.e. office head) of the sangpbperatives are the
sample respondents for the primary data and coemersampling was
used. Copies of questionnaire schedule with thercktter were prepared
as the instruments for the collection data. Thestioenaire was based on
previous research (Adrian & Green, 2001; Zivkoui@ale, 2015) and it was
translated in Nepali to make it easier for the oesients. The respondents
were visited for questionnaire survey in their afg of the cooperatives.
The time for the respondents was set with the medguats’ cooperation. The
guestionnaire was filled up and collected immedyateWith the
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guestionnaire, the annual audited reports alseceidl from the sample
cooperatives. All the data collected from the goestaire and annual
audited reports are processed in the computer USRGS software. The
responses frequencies are categorized and fre@semp@rcentage are
computed and interpreted. Additionally, regressaoalysis and regression
models are used whether applicable.

The empirical model also used in the analysis scéied in following
regression equation:

ROA = Bo + Bi(JOB) + Bo(CAREER + B3(BOARD + B4(ACADEM +
Bs(SEX +¢

In the model, return on asseBdA represents dependent variable which
is the performance variables of the cooperativdge financial ratio, i.e.
ROA of all the sample cooperatives were calculatednfibeir audited
annual financial statements of the fiscal year ZDZ1BS). In addition to
the variable described above, other right side nolependent variables
include the overall job satisfactiod@B), career development opportunities
(CAREER, board manager relationshiB@QARD, academic qualification
(ACADEM and sex $EX of the respondents. Similarly, intercept or a
constant valuef}), regression coefficientf{ ... Bs) and error termg]
are also used on the right side of the regressjaaten.

Results and Discussion
Background Information

The responses regarding background informatiompeesented in Table 1
to 4. Age distribution of the respondent managergiven in Table 1.
About 36.4 percent of managers are less than 3@ y¢age, 29.9 percent
of managers are of 30 to 40 years of age, 20.8pe@are 40 to 50 years
and the rest are more than 40 year and above. Vidrage age of manager
is 35.65 years.
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Table 1
Age wise Classification of Respondents

Years No Percent Mean Minimum Maximum
20— 30 28 36.4 35.65 22 63
30— 40 23 29.9 Years Years Years
40 — 50 16 20.8

50 — 60 6 7.8

60 and Above 4 5.2

Total 77 100.C

Source: Survey Data 2016

As is evident from Table 2, majority of respondéfit.9 percent) are male
and 22.1 percent are female respondents.

Table 2

Sex wise Classification of Respondents
Sex Number Percent
Male 60 77.9
Female 17 22.1
Total 77 100.0

Source: Survey Data 2016

As evident from Table 3, 76.6 percent of coopemthanagers are married
and the rest, 33.4 percent are unmarried. It atdg& the dominance of
married managers in saving and credit cooperative®khara.

Table 3

Marital Status of Managers

Marital Status No Percent
Married 59 76.6
Unmarried 18 23.4
Total 77 100.0

Source: Survey Data 2016
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Table 4 shows the educational background of theagens of saving and
credit cooperatives selected as sample. Most ofitlaacial practitioners
hold the bachelor or higher degree. The Table shé&4& percent of
managers are holding bachelor's degree, 28.6 gesicenl8.2 percent are
holding master's degree and higher secondary deggpectively.

Table 4

Academic Qualification of Managers

Level-wise Qualification Stem-wise Qualification
Level No Percent Stem No Percent
Below Secondary Level 1 1.3 Management 52 67.5
Secondary Level 3 3.9 Law 2 2.6
Higher Secondary Level 14 18.2 Social Science 14 18.2
Bachelor Level 37 48.1 Education 3 3.9
Master and Above Level 22 28.6 Other 6 7.8
Total 77 100.0 Total 77 100.0

Source: Survey Data 2016

Similarly, 3.9 percent and 1.3 percent are holdsegondary level and
below secondary level respectively (Table 4). As \eapected, the table
also indicates most (67.5 percent) of the manabetd the degree in
management stream (subject), 18.2 percent holdsddugee in social

sciences and 3.9 percent managers hold the degeskication stem. Rest
other (7.8 percent) includes the degree in Endlishature, science, and
without specialization (secondary and below theosdary level of

education).

Career Development Activities

With respect to career development activities, dp@ortunities for the
career development, managers' participation in e@ijye management
training, and their involvement in planning and gedpreparation meeting
were examined as variables of career developmeivites. About career
development opportunities in the field of coopemd 37.7 percent
respondents have felt satisfied, 26 percent stadédatisfied, 22.1 percent
respondents have opinioned that they are disstisf©.1 percent
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respondents have felt highly satisfied and 5.2 fiedty are completely
dissatisfied. Thus, the majority of the respondemésof opinion that they
are dissatisfied in the on the career developmettie job of cooperatives
(Table 5).

Table 5

Career Development Opportunities

Level of Satisfaction No Percent
Highly satisfied 7 9.1
Satisfied 29 37.7
Not satisfied 20 26.0
Dissatisfied 17 22.1
Completely dissatisfied 4 5.2
Total 77 100.0

Source: Survey Data 2016

Board Manager Relation

As regards to the board manager relationship, neeagere asked about
the types of board manager relationship in thedpeoatives.

Table 6

Board Manager Relation in Respondents' Cooperatives

Relation Frequency Percent
Parent—Child 12 15.6
Principal-Agent 8 10.4
Adult—Adult 48 62.3
Other 9 11.7
Total 77 100.0

Source: Survey Data 2016

In this regards, majority (62.3 percent) managergech that their
relationship is "adult-adult”. Similarly, 15.6 perd, 11.7 percent, 10.4
percent managers noted that the relation: "pareid-¢c "other" and
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"principal-agent” respectively (Table 6). The rasges 'other' includes
"neighbor", "leader follower", "friendship”, "brathhood", "chain of
command”, "body and mind" and "nail and marronérfg ra masj

Board Manager Responsibilities

Managers were asked to rank eight areas of primesponsibility for
performing by board or manager or equally betwdemt (Table 7). For
three of the eight areas, the majority of manageked "manager more
responsible” or "manager most responsible”. Thesasaare "managing
day to day operations of the cooperatives" (94.8%forming members
about the cooperative and its activities" (61.1%)d a"furnishing
information needed for long range planning” (48.1%inilarly, managers
identified three areas where "board and manageanligquesponsible”.
These areas are: "informing members about the catpe and its
activities principles” (57.1%), "developing prografior implementation of
cooperative's policies" (53.2%) and "setting ofibess for the welfare of
the cooperative members" (42.8%). Finally, managgected only two
areas where "board more responsible or board nesgionsible”, are:
"approving the purchase of major capital assets8¢8® and "maintaining
minutes of the board of directors' meeting” (45.5@t of eight areas, the
result of six areas agrees with the result of Adaad Green (2001). These
six areas are: "managing day to day operationshef dooperatives”,
"furnishing information needed for long range pliagi, "informing
member about the cooperatives and its activitisd8yeloping programs
for implementation of cooperative's policies", tsg of business for the
welfare of the cooperative members" and "approypogchase of major
capital assets"
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Table 7

Managers' Responses for Division of Primary Respoitslities between
Management and Board of Directors

Response Ranking

Area of Responsibility" N
1 2 3 4 5
: : 77 18 13 33 5 8
a. Setting of business for the
welfare gf the co-op members (2347 (16.9) (42.8) (65) (10.4)
: — 1 0 3 43 30
b. Managing day to day operatlonz
of the cooperatives (1.3) 0) (3.9) (55.8) (39.0)
o . 777 17 18 15 19 8
c. Maintaining minutes of the
board of diregtors' meeting (22.1) (23.4) (194) (24.7) (10.4)
: 77 37 19 18 1 2
d. Approving purchase of major
capital assets (48.1) (24.7) (23.3) (1.3) (2.6)
- 77 8 10 41 9 9
e. Developing programs for
implementation of co-op's policies (10.4) (13.0) (53.2) (11.7) (11.7)
ST - 77 6 6 28 27 10
f. Furnishing information needed
for long range planning (7.8) (7.8) (36.3) (35.1) (13.0)
: 77 4 3 23 31 16
g. Informing members about the
co-op and its activities principles (5.2) (3.9) (29.8) (40.3) (20.8)
77 15 15 44 1 3

h. Hiring, training and setting
compensation for employees

(19.5) (19.5) (57.1) (1.3) (2.6)

Note.The divisions of response are defined as follows:hbard most
responsible, 2 = board more responsible, 3 =daad manager equally
responsible, 4 = manager more responsible and $ragea most

responsible.
Source: Survey Data 2016

! Adrian and Green (2001) used fourteen areas pbresbility relating to board and
manager of the cooperatives. Out of them only edgbas are appropriate in Nepalese

context and used in this paper.

2 Figures in parentheses indicate percentage otarésponses.
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For the calculation of the overall board managepoasibilities, all the
variables of areas of responsibilities, settindpo$iness for the welfare of
the co-op members, managing day to day operatibriseocooperatives,
maintaining minutes of the board of directors' nmggtapproving purchase
of major capital assets, developing programs foplémentation of
cooperative's policies, furnishing information neeédfor long range
planning, informing members about the co-op andadasvities, principles
and Hiring, training and setting compensation forpeoyees, have been
added to get overall job satisfaction level of th@nagers. Then the median
was computed to find the percent of responsibdlibé board, manager and
both. Median value has been used to find out ovdraard manager
responsibilities because of responsibilities is ngeithe qualitative
dimension. The final outcome shows 48.1 percent; 4®rcent and 6.5
percent of the board of directors, managers and fambining board of
directors and managers) are responsible for thengaveas (Table 8).

Table 8

Overall Responsibilities between Management and Bod of Directors
Particulars No Percent
Board of Directors 35 455
Both (Board of Directors and Managers) 5 6.5
Managers 37 48.1
Total 77 100.0

Source: Survey Data 2016

To test whether the association between board neamagponsibility and

board manager relationship is significant, chi-squast was run, but there
IS no significant association observed. The resudicates that board
manager responsibility and board manager relatrennat related (since
the p-value .368 is greater than 5 percent). Ilamseboard manager
relationship does not affect the responsibilitiethe board of directors and
managers (Chi square =6.5 with df 6 and p-valu86&).
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Job Satisfaction

All the job satisfaction variables, job securitgward and punishment
system, compensation and benefit system, commiuomncatith the board,

nature of the work, current remuneration systenreara development
opportunities, nature of supervision and busine$ation with the board,

have been added to get overall job satisfactioellef’the managers. The
final outcome shows 44.2 percent of managers atiefied and 55.8

percent of managers are dissatisfied (Table 9).

Table 9

Overall Job Satisfaction

Response No Percent
Satisfied 34 44.2
Dissatisfied 43 55.8
Total 77 100.0

Source: Survey Data 2016

Organizational Performance and Board Manager Relatn

One model is developed to evaluate the impact efallvjob satisfaction,
career development opportunities, academic qualiino, sex of the
respondents and board manager relation on thedimaperformance of
saving and credit cooperatives in which financatfprmance is measured
by return on assets.

For the purpose of the linear regression of ROAt@various measures
(independent variables) produces the following ltesu

ROA = 4.67 — 0.2820B) + 0.004CAREER + 0.226BOARD +
0.792ACADEM) — 1.4616EX

The ANOVA points out that the overall fit of the del is significant
because p-value is less than one percent (p-vdu@ with df 5 and F-
value =4.45). The model indicates that academidifoqpzion and board
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manager relationship are positively related to Rt not significant

because p-value of both 0.115 and 0.613 are grelader five percent
level). In the model, the overall job satisfactisnnegatively related with
ROA where as p-value (0.002 is less than one pgreehighly significant

(Table 10). This is conflicting results as compared earlier studies
(Zivkovic et al., 2015) which may be due to theieas limitations such as
information on ROA, computation of overall job sédiction etc.

Table 10
Regression Equation of ROA on Selected Variables

Unstandardized Standardized
Coefficients Coefficients

Model B Std. Error Beta t Sig.
(Constant) 4.671 3.315 1.409 .163
Overall Job Satisfaction -.282 .088 -.380-3.191 .002
Ocsgifthﬂﬁi"ee;"pmem 004 406 001 010 .992
Board Manager Relation .226 446 .055 .508 .613
Academic Qualification 792 497 193 1.595 115
Sex of Respondents -1.461 1.002 -.171-1.458 .149

Dependent Variable: ROA
Source: Survey Data 2016

Conclusion

With the purpose of assessing the effect of Boaeshd\der relation on the
performance level of cooperatives in Nepalese csontzased on a
guestionnaire survey in Pokhra, this study finds tiis relation is more
‘adult- adult’ relation. The majority of the maaegy are well-qualified,
energetic, matured and competent in their field énewv;, the percentage of
female managers is low. Regarding career developogportunities, the
majority of the sample respondents expressed tlkssatisfaction.
Similarly, under the heading of Board-Manager resfialities, the data
shows that the Board is more responsible than theagers and the
combination of both. However, the result of chirsce indicates that the
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Board-manager relation does not affect the respdaitigis of the board of
directors and managers.

Concerning the cooperative performance and boambage relation, one

model is developed to evaluate the impact of oVghlsatisfaction, career
development opportunities, academic qualificateex of the respondents
and board manager relation on the financial perémre of saving and
credit cooperatives in which financial performanseneasured by return
on assets. The model indicates that academic wmadiin and board

manager relationship is positively related but sighificant. In the model,

the overall job satisfaction is negatively relatgth return on assets where
as p-value is highly significant.
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