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Abstract— The purpose of this study is to analyze 
cooperative management in improving financial performance 
in East Java, Indonesia. Cooperative management in this 
study includes internal control, and the implementation of the 
annual member meeting (AMM). Financial performance is 
measured by a report on the calculation of cooperative 
operating results. Responsibility for collective management 
will be conveyed to AMM. AMM measurements are 
measured at the implementation of an annual member 
meeting. The research data uses secondary data in the form 
of financial reports and annual member meeting reports. The 
object of this study was 159 cooperatives in East Java, 
Indonesia. This study uses multiple regression analysis with 
SPSS. The results of internal control research have a 
significant influence on financial performance. The 
implementation of member meetings does not have a 
significant effect on financial performance. 

Keywords—Cooperative Management, Financial 
Performance, Internal Control, Profit, AMM  

I. INTRODUCTION  

Cooperative organizations have specific 
characteristics compared to other organizations. 
Cooperative organizations have the principle of corporate 
profits that can be enjoyed by all members of the 
cooperative. Divided benefits are taken from reports on the 
remaining results of the business. The component of the 
story on the remaining business results is the cooperative 
income of the business minus the operating expenses of the 
cooperative. The financial performance of the collective 
management will be accountable to members at the Annual 
Member Meeting. The Annual Budget Meeting will discuss 
the achievements of the previous year's performance and 
the collaborative business budget plan. Cooperatives are 
microfinance institutions, having an intermediary function 
as fund-channeling fund collectors. Cooperative as a 
function of collecting funds through the payment of principal 
savings members, mandatory savings, and voluntary savings. 
Collaborative as a function of channeling funds through 
giving credit to members. The financial management of 
cooperatives must be fair, transparent, and accountable. 
Organizations are microfinance institutions. Microfinance 
institutions face a low risk of liquidity. Microfinance 
institutions have the potential to maintain liquidity. 

Microfinance institutions can operate activities in paying off 
obligations in the short term [1]. 

According to Law on Indonesian Cooperative No. 17 
issued in 2012, a union is a legal entity established by 
individuals or legal organization. A cooperative has 
economic, social, and cultural aspects according to its 
principles. The main goal of a cooperative is to prosper its 
members. The union has intermediary functions to collect 
and distribute funds. Members save their money as 
maximum savings, mandatory savings, and voluntary 
savings. The principal conservation is the initial money given 
by the member when registering. Later, the members are 
possibly to borrow the funds (loan) based on its terms and 
conditions. No collateral is needed when they apply for the 
loan. This is one of a cooperative's characteristics as it meets 
the principles of a cooperative, that is, by and for members.  

Essential savings, mandatory savings, and voluntary 
savings will add assets to the cooperative. The cooperative 
organizational structure consists of collaborative 
management and cooperative members. The management 
consists of the Chairperson, Secretary, Treasurer, and 
Supervisor. Operational activities are contained in the 
Cooperative Business Budget Plan, which was approved at 
the Annual Member Meeting. The highest authority is in the 
members of the cooperative because the policy changes 
must get the approval of the members through the Annual 
Member Meeting. Personnel in the organizational structure 
must run according to their respective duties and functions. 
Implementation of corporate governance can be carried out 
if all staff in the organizational structure perform tasks and 
functions correctly. Cooperative management must have an 
attitude of justice, independence, transparency, and 
accountability.  

Collaborative management must be professional to 
improve performance. [2] Proper organizational 
management can give trust to the owner about the return 
on investment invested. In the cooperative, the owner is a 
member of the collective. Returns on investment in the form 
of organizations in the way of remaining business results — 
investment in cooperative members in the form of 
maximum savings, mandatory savings, and voluntary 
savings. The company will improve its financial performance 
and maintain the business performance that is achieved 

International Conference on Research and Academic Community Services (ICRACOS 2019)

Copyright © 2020 The Authors. Published by Atlantis Press SARL. 
This is an open access article distributed under the CC BY-NC 4.0 license (http://creativecommons.org/licenses/by-nc/4.0/)

Advances in Social Science, Education and Humanities Research, volume 390

99



 

well. The purpose of this study is to analyze the management 
of cooperatives in improving financial performance in East 
Java, Indonesia.  

Individuals or groups can influence achieving goals 
[3] [4]. Stakeholder theory addresses the interests of various 
parties, which are based on specific interests. Stakeholder 
theory is a system based on organization and environment. 
Stakeholders and organizations influence each other, can be 
seen from the social relations of stakeholders and 
organizations in the form of responsibility and 
accountability. The application of stakeholder theory to 
cooperatives will have an impact on members, related 
agencies, surrounding communities. When unions develop, 
they affect the welfare of cooperative members. The 
Cooperative Office, as a collaborative coach, will continue to 
guide so that cooperatives continue to develop. The impact 
that is felt on the village community is not entangled in an 
interest bearing interest if they want to borrow. Required 
conditions only become members according to the rules that 
apply in the cooperative. The broader impact of reducing 
poverty in the village. Villagers who need capital can borrow 
from organizations without using collateral. This will help 
communities with low economies in business. 

Within the cooperative organizational structure, 
there must be a division of tasks and authority, so that each 
function can carry out the work correctly and be accountable 
for the job. Clear duties and powers will facilitate the 
evaluation or monitoring of responsibilities and authorities. 
Assessment and monitoring are internal control efforts. [5] 
Applied financial controls will be more efficient using 
information systems. Information systems as a means of 
control in organizations. [6] Management accounting is a 
tool to achieve accountability and control in managing 
funding sources. [7] Internal control influences financial 
performance. Cooperatives carry out internal controls, 
including perspectives on cooperative activities, 
organizational and business supervision, supervision of 
financial capital. The implementation of internal controls will 
run well through the control environment, the application of 
competencies in cooperatives, the assignment of authority, 
responsibility, communication, and information. The control 
environment is the foundation for implementing internal 
controls. The control environment reflects all behavior, 
awareness of all elements in the cooperative [8] research on 
microfinance institutions on governance needs transparency. 
Research on microfinance institutions about an internal audit 
is high in minimizing corruption behavior. [9] information 
systems, company size, operating losses, and profits 
influence inspection. The examination has the effect of 
reducing fraudulent financial reporting systems. [10] 
Corporate governance in the areas of family ownership, 
concentration, self-dealing, executive compensation, and 
other issues. Excessive executive compensation, accounting, 
and audit weaknesses do not cause problems. [11] Corporate 
governance is influenced by internal and external factors. 

Cooperative Law No. 17 of 2012 Cooperatives must 
report responsibly to members on the Annual Member 
Meeting Report. At the Annual Members' Meeting, the 
management says the activities of cooperative activities in the 
form of reports on remaining business results, statements of 

financial position, capital change reports and cash flow 
statements. At the annual membership meeting, the business 
budget plan will be approved for the following year. 
Members have an essential position in yearly member 
meetings. Members can provide input and assess the 
performance of cooperative management. [12] The 
composition of the management and commitment of 
members can contribute to better performance. [13] there is a 
significant relationship between CEO duality and company 
financial performance. This reflects the need to strengthen 
compliance with the Governance Code related to the duality 
status of the board of directors. There is a significant 
relationship between the size of the Board of Directors and 
the company's financial performance. This shows that larger 
council sizes are more effective in monitoring financial 
reporting. There is a significant relationship between Board 
of Directors meetings and company financial performance. 
This indicates that the Board of Directors' conference does 
not affect the company's performance. [14] The presence of 
women as directors can provide benefits to shareholders. 
Powerful Chief Executive Officer has a positive impact on 
the financial performance of Micro Finance Institutions 
(MFI). Gender diversity has a positive effect when balanced 
with gender diversity in management. 
 

II. RESEARCH METHODS 
  

This research uses census data. The research 
samples are 159 cooperatives in East Java, Indonesia. One 
hundred fifty-nine organizations from East Java Indonesia 
Data analysis using multiple linear regression with SPPS. 
Data is taken from the financial statements for 2016 - 2018. 
The measure of financial performance is based on the report 
on the remaining results of cooperative operations. 
Component of the calculation of the remaining business 
results, namely the difference in operating income and 
operating expenses. Cooperative management in this study 
includes internal control, and conducting member meetings. 
Internal control measurements using audit assessments by the 
Cooperative Supervisor.  It measures the implementation of 
Annual Member Meetings for assessment when the 
Cooperative Management is responsible for operational 
activities for all members. 
 

III. RESULT AND DISCUSSION 

TABLE 1 DESCRIPTIVE STATISTICS 

 N Minimum Maximum Mean 
Std. 

Deviation 

Profit 159 1,E+07 1,E+08 6,E+07 4,E+07 

IC 159 3,E+01 1,E+02 5,E+01 2,E+01 

AMM 159 3,E+01 1,E+02 8,E+01 2,E+01 

Valid N 
(listwise) 

159         
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TABLE 2. Coefficien Linear Test 

Exogenous 
Variable 

Endogeneous 
Variable 

Estimation 
Coefficiens 

t Statistic 
P 
value  

Discription 

IC Profit -0,963 -5,067 0 Significant 

AMM Profit 0,072 0,379 0,705 
Not 
Significant 

Sig F 
change 

0         

R Square 
Change 

0,797         

 
Table 3 shows the F test of 0,000. The alpha 0.00 yield less 
than 0.05 shows an influential result. These results indicate 
test variables simultaneously has an effect on financial 
performance 
Model :    

FP = a + b1IC + b2 AMM + e 
Information: 
IC = Internal Control 
AMM = Annual member meeting 
 
Discussion 
 
Internal control 

The linear regression results of internal control on 
financial performance produce alpha 0,000. This means that 
alpha less than 0.05 has a significant effect with a negative 
direction. This means that women's cooperatives that 
generate large profits internal supervision in cooperatives are 
still very weak, whereas women cooperatives that have small 
profits have large internal controls. Cooperative supervision 
has not gone well. The cooperative's financial performance 
went well due to the hard work of the executive board. 
 
Implementation of Member Meetings 

Regression results show the annual member meeting 
on financial performance produces alpha 0.705, this means 
alpha is higher than 0.05, does not have a significant effect. 
Implementation of member meetings in carrying out 
cooperative operations must be carried out according to the 
rules. Cooperatives that experience large profits and small 
profits must carry out annual member meeting activities as a 
responsibility in cooperative management. The responsibility 
of the board to members is not only at the annual member 
meeting but continuously in the cooperative's operational 
activities. The AMM will be accounted for in the previous 
year's cooperative revenue budget plan. The AMM discusses 
work programs for the following year. The management must 
be transparent and responsible in running the cooperative's 
operations 

The results of this study support the stakeholder 
theory. Stakeholders will benefit from corporate governance 
implementation that improves performance. Cooperatives 
that perform well will help members and the surrounding 
community. Cooperative members can feel the results by 
obtaining business capital with low interest — the population 
before the collective borrowed money from loan sharks. 
More broadly, the existence of cooperatives can reduce 
poverty and improve the economy of the community. This 
study supports [15], [16] describes that corporate governance 
has a vital role in performance, in particular the 

implementation of internal control and the implementation of 
annual member meetings as a function of accountability. 
 

IV. Conclusion 
Cooperative management is needed to improve 

performance. The implementation of Cooperative 
management supports the principles of justice, independence, 
transparency, and accountability. Implementation of 
Cooperative management in cooperatives can be seen from 
the activeness of managers and members who support the 
operational responsibility of unions. Internal control hurts the 
financial performance of women's organizations. 
Cooperative administrators carry out collaborative operations 
by the guidelines so that even though the level of internal 
control is low, it does not make the management perform 
poorly so that financial performance continues to run well. 

The implementation of member meetings does not 
influence financial performance. This means that the 
operational activities of the cooperative have gone well. The 
management of the cooperative has carried out the function 
well so that financial performance can increase. Profit or 
report on remaining operating results will increase with the 
active role of cooperative members. Business results reports 
will be reported at annual member meetings. In AMM, the 
remaining proceeds are distributed to members by the 
provisions. Cooperative members feel the benefits of profit 
sharing. Another advantage of cooperative members, 
borrowing money from a cooperative does not need to use 
asset guarantees. 

REFERENCES 
 
[1] Gietzen, Thomas. 2017. The exposure of microfinance institutions to 

financial risk, Review of Development Finance xxx (2017), PP 1-14 
[2] Shleifer, A. and R.W. Vishny. 1997. A Survey of Corporate Governance. 

Journal of Finance, Vol.52. pp.737-783. 

[3] Freeman. 1984. Strategic Management: A Stakeholders Approach, 
Fitman, Boston. 

[4] Busyra Azheri, .2012. Corporate Social Responsibility; Dari Voluntary 
Menjadi Mandatory, Rajawali Pers, Jakarta. 

[5]   Umarovich A., U. Albekov, V. N. Gennadyevna, A. O. Vladimirovna, 
S. R. Alexandrovich. 2017. Block Chain and Financial Controlling in 
the System of Technological Provision of Large Corporations’ 
Economic Security, European Research Studies Journal Volume XX, 
Issue 3B, pp. 3 - 12.  

[6] Miguel, N.P., J.C. Lage, J. I.De La Pea Esteban. 2017. A First Approach 
to a Public Financial Information System for Social Benefits, European 
Research Studies Journal Volume XX, Issue 2A, pp. 109-127 

 [7] Wuryani, Eni. 2012 The Improvement of the Women Cooperative 
Performance by Implementing Good Corporate Governance, IAMURE 
International Journal of Business and Management, Volume 3, pp 229 
-240. 

[8]   Azim Mohammad I., Kuang Sheng, Meropy Barut, 2017,  Combating 
corruption in a microfinance institution,  Managerial Auditing Journal, 
Vol. 32 Issue: 4/5, pp.445-462 

[9]   Suryanto, Tulus. 2016. Audit Delay and Its Implication for Fraudulent 
Financial Reporting: A Study of Companies Listed in the Indonesian 
Stock Exchange, European Research Studies Volume XIX, Issue 1, 
2016 pp. 18 – 31. 

[10]  Michael Bryane, S.H. Goo, 2015, Corporate governance and its reform 
in Hong Kong: a study in comparative corporate governance. 
Corporate Governance, Vol. 1 Issue: 4. 

[11] ElKelish Walaa Wahid, 2018,  Corporate governance risk and the 
agency problem, International Journal of Business in Society, Vol. 18 
Issue: 2, pp.254-269 International Journal of Business in Society, Vol. 
18 Issue: 2, pp.254-269. 

Advances in Social Science, Education and Humanities Research, volume 390

101



 

[12] Pang Sulin, Jinmeng Yuan, A Study on Enterprise Risk Management 
and Business Performance. 2018.  Journal of Financial Risk 
Management, 2018, 7, 123-138 

 

[13] Atty Ashraf Mohamed Abdel, Mohamed Moustafa soliman, Amr E. 
Youssef. 2018. The Effect of Board of Directors Characteristics on 
Firm’s Financial Performance: An  Empirical Study on the Most Active 
Firms  in the Egyptian Stock Exchange, Open Access Library Journal 
2018, Volume 5, e4993 

[14] Usman Muhammad, Muhammad Umar Farooq, Junrui Zhang, 
Muhammad Abdul Majid Makki, Muhammad Kaleem Khan, 2018, 
Female directors and the cost of debt: does gender diversity in the 
boardroom matter to lenders? Managerial Auditing Journal, Vol. 34 
Issue: 4, pp.374-392 

[15] Cornett, Marcia Millon, Jamie John McNutt and Hassan Tehranian. 2009. 
Corporate governance and earnings management at large U.S. bank 
holding companies. Journal of Corporate Finance. Vol 15, pp. 412–
430. 

[16] Wuryani, Eni. 2012 The Improvement of the Women Cooperative 
Performance by Implementing Good Corporate Governance, 
IAMURE International Journal of Business and Management, 
Volume 3, pp 229 -240. 

 

 

 

 

 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

  

Advances in Social Science, Education and Humanities Research, volume 390

102




