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An original and democratic corporate government

Corporate government is no taboo whatsoever for co-operatives. It is a practice which has been experimented internally and has been regulated and has implied new balances since the inception of our organisations, i.e. over one century ago for a broad range of co-operatives in Europe, i.a. the Crédit Mutuel. Corporate government is a component of an organisational way which has to combine in an appropriate manner the principles, the values and the operation of the co-operatives. With regard to other forms of enterprises, the characteristic and singularity of the co-operatives’ government is their democratic character which materialises in the basic principle of “one person, one vote”. This principle is recognized and implemented by the European co-operatives, and it allows to enhance their democratic specificity since it is very broadly accepted and shared.

Concertation, co-operation and transparency are guiding our actions, initiatives and projects. They have paved the way of the emergence and building up of the ICA-Europe and CCACE joint platform, i.e. Cooperatives Europe within the framework of an open and participatory process, i.e. a democratic approach.

For a long time, co-operatives have not been sharing their corporate government except with and for their members. Considering that corporate government – as well as the co-operatives themselves – belong to their members, most of the communication is dedicated to them. Far from being tacit or implicit, this corporate government is formalised in Statutes, Standing Orders, Codes and Charters. They govern their operational mode, guide and support the elected members in the fulfilment of their responsibilities.

Our corporate government imposes on our organisation a certain pace of life. The year has its own periods when activities are being accelerated and its own benchmarks as well as, its phases of expression, consultation, debate and eventually vote and decision-making. Local General Meetings (2000 per year for the Crédit Mutuel) are followed by regional and national Annual Meetings whereas listed companies hold only one per year. These meetings have their own extension, the Boards. They take up what is done in the Meetings at the various levels (20,000 within Crédit Mutuel). These are highlights in the concertation process which culminates in a general consensus concluding the debate enriched by the exchanges. Over this process, the time issue is fundamental. The development of a co-operative is less dependent on the financial year since it is designed to operate in a longer and more sustainable perspective which could be called “historic”. Therefore our corporate government is a legacy of the founders’ and our predecessors’ practice; it enhances the individual as well as the collective dimension. The strong link uniting and transcending leaders’ generations unveils a concern for permanence to transfer to future generations an organisation which has the capacity and strength to ensure that it becomes perennial. That is sustainable development before it be a widespread concept. For this purpose, we support and strengthen the solidarity between generations. This objective is being achieved by setting up reserves made up of a large share of our surpluses: collective heritage, indivisible equity are a safety and stability factor in the course of more difficult economic periods.
Likewise, voluntary work is the basic rule applied to our managers and it is part and parcel of a dynamic perspective of time donation expected from them to promote a cause and an objective which go far beyond the short-term economic processes of a conventional bank.

The values: solidarity, responsibility, voluntary work… must be maintained as a fundament for the elected managers’ commitment, otherwise this commitment might wither and the corporate government is revealing the essence of our organisation. A democratic corporate government is our backbone. Any weak process would change our behaviour and our own being. Therefore it is necessary to enhance it so as to reinforce our co-operative identity. Hence an open reflection on a proper implementation of our co-operative democracy.
A reflection, a context

The ongoing reflection on corporate government is first of all an exogenous phenomenon. The current fashion of “governance” was inherited from America in the aftermath of the bankruptcy of big US listed companies (Enron, etc.) which highlighted serious problems of information and control of the companies, their leaders and their decision-making processes. The regulatory authorities through laws, regulations and codes have sought henceforth to improve information provided to shareholders and more broadly to stakeholders to supposedly offset for the shortcomings. Beyond all this there is everywhere the emergence of a real feeling of suspicion with regard to the corporate government in all the organisations and more particularly, in Europe. Paradoxically, this feeling is even deeper vis-à-vis enterprises like ours which are more transparent but do not correspond to the single “model” of listed limited companies which is the only one taken into consideration by the regulatory authorities and medias. Not all the companies are listed, they are not all forced to submit their accounts to the financial markets. Co-operatives are operating on another basis: their exclusive duty is to keep informing better the stakeholders with major emphasis on the members and see to it that they can participate increasingly in the co-operative operation and, through their elected officers, to get involved in its management. Transparency is a demand of accountability vis-à-vis the members not the market.
The current communication about our co-operative government is aimed to the same degree, and even to a higher degree, at emphasising the terms and conditions of its success rather than justifying its originality. In this context, the Crédit Mutuel has drafted and coordinated recently a report on the government of French co-operatives and mutual insurance companies (cfr. Appendix). Furthermore, the European Association of Co-operative Banks has endeavoured to assess their specificity in this filed. The hereunder mentioned proposals are to a great extent inspired by these two documents. Without being exhaustive, they are clues to improve at European level our enterprise government through asserting its originality and exemplarity.
Proposals to strengthen our corporate government

These proposals are structured on the basis of two pillars: to make sure that our organisation operates democratically and to promote the search for a balanced management.

To reinforce the co-operatives’ members

“One person, one vote” is the basic principle of the co-operatives’ government. The individual is thereby being given a central place on an equal footing. Co-operatives are the result of the pooling of means by men and women enabling them to improve their economic and social situation both individually and collectively.

The member is different from the customer of any conventional enterprise considering his capacity of partner and customer which makes it possible to go beyond the possible conflict between shareholder and client. The starting point of whatever reflection on a co-operative’s government is the members. When all the customers are not members, the focus must be to increase the membership ratio so that the feeling of pertaining to the co-operative is shared by everybody. In a context of trivialisation of services and behaviours, it is more than ever essential to develop a stronger communication with members regarding their original role in our corporate government and its operational mode. To further sensitise our members, it is often necessary to increase the level of participation in our General Meetings. It is difficult to assess in absolute figures a target to be reached considering the diversity of co-operatives; it must be adjusted to each case. When it is too low, it reveals that our internal democracy is being atrophied and there is a loss of legitimacy. Members must be kept active during the year and therefore should be sent regular information in addition to the General Meeting, meetings dealing with specific issues, exchanges between elected officers and members, welcoming new members, etc.
General Meetings

Of primary importance - as reminded hereabove - is a broad participation which may be materialised through various modalities of vote (by mail, by email...). Objectives aimed at improving information and transparency can then be defined: to put across the accounting results in a more pedagogical manner, to communicate annual activity reports, mutualised balance-sheets, etc. Exchanges and debates such as encounters, fora, conventions must be organised as well. If necessary, a website makes it possible to consult rapidly the members on a specific topic.
Governing Body

The governing body is the core of the co-operatives’ government. It represents the members (and their interests) and monitors the implementation of the strategic guidelines and, in close co-operation with the employees, it monitors the day-to-day management. Formalising rules and practices governing its own operation and their dissemination would enable to better understand the co-operatives’ government.
About representativeness

The members elect their Governing body and, if necessary, the supervisory council, and are represented by them. At local, regional or national level, it has to be representative (age, sex, socioprofessional categories, origins, etc.). The co-operatives must also set targets and a calendar to increase significantly women’s participation in their Governing bodies until 2008.

About selection, evaluation and training
Screening future managers, to prepare and train leaders’ teams: these priorities must lead us to give more attention to the choice, assessment and training of elected managers.
It is important to formalise and inform on the identification and screening process of managers. Too often it is not clearly defined and publicised though it is a prerequisite and even a demand for our choices whatever the practice, cooptation (virtual) or direct election. In both cases, a Screening Committee would enable to have a previous screening. Internal promotion, which is a strong component of the co-operative culture, should be given the priority in the choice of the President.
Managers’ expertise presupposes that they are trained. This training must therefore be mentioned, with greater clarity, be assessed and measured in the annual report and according to figured indicators. Information is a major issue. Managers must receive the papers drawn up for them, i.a. those defining their role and function in the corporate government. This formalisation may lead to adopting codes of deontology, charters for elected officers, etc. In addition to hardcopy documents, Internet and Extranet websites should facilitate the access to different files – and related exchanges – or the follow-up to the agenda. The objective is invariably to enable managers to better fulfil their responsibilities.
About powers and decision-making

Managers must be increasingly aware of the operational situations of the enterprise. To this end, various committees and commissions may be created by the Board to look into audits and accounts, appointments, pay, etc. Nonetheless the Board keeps the power and its decision-making responsibility, more particularly when a Strategy Committee is in place and may be tempted to take away some its attributions.
Prior to making any decision, managers must be given enough time (one week??) to read and study the appropriate information. This adequate period of time must go hand in hand with the readability of the file: index cards, analysis of the different options, synthesis which facilitate the understanding of strategic objectives, investment and organisation choices. In case of emergency, for major decisions which may impact the future of the enterprise, the Board must be able to meet time and again to reflect and discuss.

About the “independent” manager

At the very core of the co-operative organisation, the presence of external managers is nonsensical and unjustified though external experts who are not Board members may be called upon in some cases. Independence is the natural result of the combination of being elected, work on a voluntary basis and being representative. Therefore it is fundamental to see to it that these three requirements be effectively met. In the subsidiaries, be they listed or not, with a minority of external shareholders or not, to call upon a few external managers may be a factor promoting the opening and widening of the Board attributions.
The employees

In terms of corporate government the co-operatives’ specificity does not lie only in the members and managers, but also in the employees. They must be made aware of the original management of the organisation employing them which is a component of its enterprise culture. As in any enterprise, this culture must be shared by all stakeholders of the co-operative, who share the responsibility for its identity and image. As for the institutional participation of employees, no common rule seems to emerge from the current practices and it remains an unanswered question.

The manager/director relation

There is a natural complementarity between the functions of elected officers and employees. The elected officers should know well the field operations and the expectations of the members and local partners; he is responsible for the strategic guidelines. The employed director has the expertise and responsibility for the operational management.
Beyond the often strong personality of these individuals, this complementarity could often be more organised through periodic meetings, assignment of powers, joint commissions and committees, etc. Without being a single model, the separation of both functions of President and General Manager is often considered as a proper way to operate efficiently.
*

Though it is very little talked about and often badly known, our enterprise government is very distinctive from what it is in any other organisation. It is original and rooted in our past on the basis of which our future is being built. This originality will be all the stronger and recognised as we share among European co-operatives. They operate in the same manner, they are confronted with the same difficulties, they often sought for the same solutions: let us do it together.
In this context, the submitted proposals may seem self-evident: are they implemented everywhere? They are rather considered as recommendations or clues which may open a dialogue or a debate. The diversity of co-operative enterprises in Europe makes it almost impossible and very likely undesirable to work out a single model. What is essential is that the democratic organisation of the co-operative is known, first of all, by the members and controlled by themselves, and is lively, i.e. participatory and contributing to the primary purpose of the co-operative: to serve its members. Now all modalities may be envisaged. The exchanges between us on our (good) practices and our projects will promote our corporate government so as to transform its originality into a model.

This transformation would be timely since co-operatives, and more particularly their corporate government, offer a practical and efficient answer to the problems of our economy and society as living cells where responsibility and solidarity are being practised, and above all where the commitment of men and women is being guaranteed to serve and improve our common future.
June 2006
