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IMPORTANCE OF EFFECTIVE 

GOVERNANCE 

   CU/COOP collapse, 

corporate scandals, 

financial crisis largely 

due to failures in 

GOVERNANCE 



COASTAL CREDIT UNION 

NCUA Liquidates $14M 
Mayfair FCU,Philadelphia 



DEBATE ABOUT GOVERNANCE 
Growth causes governance 

to improve ... 
Better governance causes 

growth? 

 CASUALITY…. 
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LEGAL  - ETHICAL - PROFESSIONAL - ACCOUNTABLE  

(LEPA) 





GOOD 

GOVERNANCE 

Consensus-  

Oriented 

TEAMWORK 
Accountable/T

ransparent  
Strategic 

Leadership 

Equitable & 

Inclusive 

Effective & 

Efficient  

Follow the 

RULE OF 

LAW  
PARTICIPATORY 

& DEMOCRATIC 

Responsive/E

mpowering  



Co-op Boards must be 

driven by - and be 

accountable to - MEMBERS 

and understand fully the co-

operative values, 

principles, rules and 

regulations  

It’s not just about MONEY 

and the CU Bottom-lines 
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GOOD 
GOVERNANCE 

DECISION 
MAKING 

Organizational 
Efficiency & 
Effectiveness 

Leads to Facilitates 

Rational 
Informed 

Transparent 

BAD 

GOVERNANCE 
DECISION 

MAKING 

Organizationa

l Failure 
DISRUPTS Leads to 

Based on: Hidden 
Agendas 

Self-Interest 
Bad morals  

Demand-driven 
by MEMBERS 

Supply Driven by 
BOTTOMLINES 

CREDIT UNION GOVERNANCE 
Asian Credit Union Forum 2016 - Robby Tulus 



Organizational 
Efficiency & 
Effectiveness 

SUPPORTS & 
FOSTERS 

Innovation, 
Competitiveness 
Quality P & S 
Members’ Trust 
 

Organizational 

FAILURE 

BRINGS 
ABOUT 

Bad public image 
Lost of members’ 
confidence 
Delinquencies (Rush…) 
 

CREDIT UNION GOVERNANCE 

CU GROWTH & 

DEVELOPMENT 

CU 
COLLAPSE 
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Fiduciary Risk 

Members’ 
contribution 

(savings/loans) are not 
used for purposes 

intended  
 

Reputational Risk 

Losses due to loan 
defaults and/or fraud will 

tarnish credit union 
reputation 

Development 
Effectiveness Risk 

Poor governance- will 
undermine the impact of 
organizational growth & 

development  

Poor Credit Union Governance:  

3 Potential Risks  

 



 Governance Problems: some examples 
 Corrupt practices by Coop/Credit Union leaders:   

 Leaders plundering credit union assets for personal gains 
 Powerful “coop oligarchs” colluding with government officials  

 Corrupt leaders colluding with corrupt investors: using coop law as 
scheme for personal gains or “loan sharking” (offering good returns) 
i.e.  the “Bernard Madoff” syndrome or the Ponzi Scheme 

 Nepotism and Patronage  
 Political pressure for award of contracts, appointments in co-ops 
 Politicized transfers & board supersession (South Asia) 

 Administrative (Petty) Corruption & Inefficiency: 
 Bribes for obtaining coop licenses, permits, government services  
 Diversion of funds for non-essential coop programs 
 Inefficient and ineffective service delivery 
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Roadblocks to effective 

governance 

Poor and/or fraudulent leadership 

“Representational mindset”… 

Lack of sustained commitment to Vision, 
Mission, Values 

Undermining functions, roles and 
responsibilities 

Overlapping or unclear roles between Board 
& Management  

Lack of mutual trust within Board and 
between Board and Management 
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F. W. Raiffeisen (1818 - 1888) 

 “Credit Unions must not 
confine themselves to granting 
loans.  Their main objectives 
should be to control the use of 
money, and to improve the 
moral and physical values of 
people and, also, their will to 
act by themselves.”  



CREDIT UNION GOVERNANCE 
 
 

1. C-op Law: Gov’t 
policies & 
regulations 

  
2. Stabilization Fund/ 

Deposit Guarantee 

CU  Bylaws and Articles of 
Incorporation 
Vision, Mission, Values 
Board Policies (FIVE PILLARS) 
Strategic Plan 
Annual Budget 
Management Policies & 
Procedures 
Data-base & ICT  

.  



 



https://www.youtube.com/wa
tch?v=moHFNsHsIg4 

 
<https://www.youtube.com/w

atch?v=V0zemSfMWSQ> 
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 Board: what is to be 

achieved? For whom 

and at what cost? 

 

 Management: how will 

it be achieved?  
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Board “owns” the 

Vision, Mission and 

Values (ends) 

Management 

“owns” Strategic 

Plan (means) to 

meet ends. 
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Hidden agendas – Rivalries among Board 
members 

Management: Let (and not make)  things 
happen – strategic plan missing or ignored 

Fraud, cultural issues (social status, hierarchy) 

Money politics  

Structural Issues 

Other leadership and operational issues  

 

 



 Social anthropologist David Harvey: 

‘accumulation by 
dispossession’............... 

 
Asian Credit Union Forum 2016 - Robby Tulus 



Processes to Empowerment & 
Accountability 

Members EMPOWER Board & hold Board ACCOUNTABLE 

 

 
MEMBERSHIP 

BOARD OF  

DIRECTORS 

MANAGEMENT 

EMPOWERMENT 

SUPERVISION/C

ONTROL 



Results-Based Governance (RBG) 

ADOPTED FROM GOVERNANCE REORIENTATION AT CUCO-INDONESIA 
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EDUCATION 

SELF-HELP 

UNITY 
Primary 

Secondary 

National 

Regional 

Global 

SOLIDARITY 

INNOVATION 

- Adopted from the CUCO-Indonesia Model - 



Results-Based Governance (RBG) 

ADOPTED FROM GOVERNANCE REORIENTATION AT CUCO-INDONESIA 



 
 

Full line of 

standardized 

financial 

products  

and services 

at all levels 

ATMs and POS terminals 

Mobile Internet 

Telephone 

AccèsD Internet 

Corporations and 
subsidiaries 

Point-of-sale financing 

Business centres 

Card, payroll  
services, etc. 

<Website> 

Integrated CU 
system & expertise 

Credit Union 
FED/CONFED 

 

 

 

 

 

 

 

 

CUs – local/        
nat’l/regional  

CREDIT UNION GOVERNANCE   

- AT  SECONDARY/NATIONAL LEVEL - 

Adapted from an integrated network model introduced by Movement Desjardins 

GOOD PERFORMANCE CAUSES GOVERNANCE TO IMPROVE & HENCE 

GROWTH CONTINUES WITH GOOD GOVERNANCE 
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THEN……. 
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