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Executive Summary

Five years ago, in 2004, the Canadian Co-operative
Association and Brown Governance Inc. undertook the
first national survey of its kind on credit union governance practices across Canada (published in the report
Measuring Up). In 2008, a second national survey was
completed by 65 credit unions: this report contains the
detailed findings of that research.
Canada’s credit unions have made significant advances
in governance since 2004, in many cases transforming
their boardrooms and the board’s engagement in strategy
and oversight. It is probably no coincidence that the
credit union system is among the most distinctive and
stable in the world, and a pillar of Canada’s financial
services industry, noticeably so as other pillars have been
shaken around the world in 2008 and 2009. Governance
matters, and our research shows that Canada’s credit
unions are “advancing with distinction” in tough times.
When we look for patterns in the research, we see that
many, if not all, of the biggest advances have been in
enhancing and ensuring accountability of the credit

Governance matters, and our
research shows that Canada’s
credit unions are “advancing
with distinction” in tough times
union – of the CEO to the board, and the board/credit
union to the membership and public (the chart below
illustrates these advances from 2004 to 2008):
1.
2.
3.
4.
5.
6.

92% have a Code of Conduct and Conflict of
Interest guidelines................................up from 68%
92% of credit union boards take explicit responsibility for risk........................................up from 81%
94% have written responsibilities for their
CEO......................................................up from 70%
95% have formal performance evaluation for their
CEO......................................................up from 70%
84% have written responsibilities for the Board
(charter/mandate)...............................up from 71%
83% have formal performance evaluation for the
Board....................................................up from 34%

Major Advances in Credit Union Governance Practices
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7.

86% have formal ongoing education programs for
directors...............................................up from 63%
8. 73% disclose governance and/or privacy code
information on-line.............................up from 36%
9. 67% disclose/publish their annual report
on-line..................................................up from 26%
10. 69% use customer satisfaction measures at the
board level............................................up from 49%
11. 63% use employee satisfaction measures at the
board level............................................up from 43%
As with any journey, there are still opportunities to
enhance the governance of our credit unions.
The biggest gap that the research shows is in the whole
area of community, social, and environmental stewardship, an area where we would expect financial co-operatives
to shine:
•

•

•

•

•

2

Credit unions rate low on how well they communicate and explain co-operative principles and values
to members, the public, and even their own employees
and delegates (2.8 to 3.5 on a 5-point self-assessment scale).
Credit unions rate even lower on aspects of effective
two-way communications with members: conducting organized inquiries to find out what members
think, and distributing information to members about
strategic issues and choices prior to making a
decision (2.6 to 3.2 out of 5).
Less than one half (44%) of credit union boards
work with management to develop a member relations
and engagement strategy. Barely one third (34%)
follows this up by identifying criteria to measure
the strategy and monitor its implementation.
With respect to corporate social responsibility
(CSR) strategy, a little less than one third of credit
union boards (31%) work with management
explicitly to develop a CSR strategy. Only about a
quarter (26%) of credit unions follow this up with
measures and monitoring.
Almost 80% of credit unions do not report or use
environmental performance measures at the board
level, compared to only 35% of corporate sector boards.

•

Similarly, a smaller proportion of credit union
boards use social/community or quality performance measures than in the corporate sector in
Canada
•
27% of credit unions have board committees without
a written mandate or position description, and less
than three in ten credit unions conduct formal
evaluations of their board committees (vs. more
than seven in ten corporate boards), implying a
lack of clarity and focus on the purpose and use
of committees dealing with social, membership,
community, and similar types of issues.
These all have to do with a credit union’s distinctives,
i.e. its ownership by its members rather than distant
shareholders, its commitment to co-operative principles
and values, and its active engagement with and stewardship of the local community, society and the environment.
While some credit unions excel in making these a priority,
many credit unions are not. They are not communicating their distinctives well (“sell your strengths”), and
not systematically ensuring or monitoring member,
community and society engagement (“you don’t get
what you plan – you get what you resource, what you
measure, and what you reward”). Undoubtedly, credit
unions and their boards have had to focus on financial
and economic priorities, but in order to maintain their
success and sustain future growth, member and
community engagement will be critical.
The next few years promise to deliver both major challenges
and opportunities to Canada’s credit union system, and
having sound strategy, risk and oversight (governance)
in place will enable the system to weather one and
capitalize on the other.

In order to maintain their success and sustain future growth,
member and community
engagement will be critical

Advancing with Distinction National Report on Credit Union Governance Practices

1.

Profile of Participating
Credit Unions

Detailed Findings

How many credit unions participated?
In 2008, the second national survey on governance practices
was undertaken among both credit unions and nonfinancial co-operatives across Canada. The credit union
research results form the basis of this report—a separate
report is being published concurrently with the research
results from the whole co-operative sector, including
non-financial co-ops such as housing, retail and agri
co-ops. Sixty-five (65) credit unions, representing a
broad cross-section of Canada’s credit union system,
completed and returned the comprehensive research
questionnaire.
What regions of Canada are
represented?
The distribution of responses reflects the underlying
distribution of credit unions across Canada. The largest
number of respondents was from the three Prairie

Provinces, followed by Ontario, British Columbia, and
the Atlantic region, respectively: the first chart below
shows the distribution of the research participants,
compared to the second chart which shows all credit
unions in Canada.
Over 80 per cent of respondents indicated that they are
credit unions (Tier One). Fourteen per cent are provincial
centrals (Tier Two), while 2 per cent are national credit
union organizations (Tier Three).
What is the size of these
credit unions?
Credit union respondents represent a wide range of
assets, revenues, and membership sizes.
Asset size ranges up to several billion dollars with a median
of $180 million. One quarter of respondents has less than
$75 million in assets, and one quarter over $840 million.1

Figure 1.1: : Distribution of

Figure 1.2: Distribution of All

Credit Union Research

Credit Unions by Region (%)1

Participants by Region (%)

• Atlantic 16.4
• Ontario 34.1
• Prairie Provinces 38.7
• British Columbia 10.8

• Atlantic 11
• Ontario 29
• Prairie Provinces 40
• British Columbia 20

1.System data is from Credit Union Central of Canada, www.cucentral.ca/Public/insidecdn/financialdata/content/findata.htm
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Median2 revenues are $8.7 million annually. One quarter
reports less than $3.5 million; one quarter, more than
$33 million.

Figure 1.3: Distribution of
Respondents by Tier (%)

There is also a wide range of total membership numbers
reported among respondents, from under 100 members
to 360,000. The median number of members is 9,580.

• Tier 1 –
Credit Unions 84
• Tier 2 –
Provincial Centrals 14
• Tier 3 –

There is a high degree of correlation between asset size
and revenue, as one would expect. There is also strong
correlation between membership size and asset size, and
between number of employees and asset size as well.
On average, credit unions that participated in the 2008
research are larger than those that participated four years
earlier: an average asset size of $180 million vs. $61 million
in 2004. There are three reasons for this:
•

Credit unions in Canada have experienced strong
organic growth since 2004
•
Mergers, particularly between larger credit unions,
have continued to be commonplace
•
Larger credit unions were more likely to participate
in this (and other) survey research
For comparison purposes throughout this report, we
have grouped the participants into “smaller” and
“larger” credit unions based on their asset size. These
dividing points result in two equally sized groups of
respondents:
•
•

Smaller credit unions are those with less than $180
million in assets.
Larger credit unions have over $180 million in assets.

National
Organizations 2

In some cases, which we have pointed out throughout
this report, there are significant differences in governance practices between larger and smaller credit
unions, so this breakdown will make benchmarking
comparisons more meaningful for readers.
How many employees and are they
unionized?
Respondents indicated a range in the number of
employed personnel, from one to over 1,600 people.
Credit unions reported median employment of 52
full-time equivalents (FTEs).
The majority of respondents indicate that they are
non-unionized by a ratio of almost four-to-one (78%
are not unionized; 22% are unionized).

Table 1.1: Characteristics of “Smaller” and “Larger” Credit Unions in Report

CHARACTERISTICS

“SmallER” CRedit unions

“Larger” Credit unions

Assets

Up to $180 million
(median: $75 million)

Over $180 million
(median: $730 million)

Revenues

Up to $8.5 million
(median: $3.5 million)

Over $8.5 million
(median: $33.6 million)

Membership

Up to 9,000
(median: 3,090)

Over 9,000
(median: 21,000)

Employees

1 to 50
(median: 23)

Over 50
(median: 140)

2.	 For most of the data in this report, we have chosen the median as the more representative or typical case than the arithmetic mean or average. This is because most of
the responses result in skewed distributions and the mean is not representative in these cases (inflated result.) This is typical practice in social studies research.

4
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2.

Governance Framework

In an effort to present these findings in a logical and
overarching way to Canada’s credit unions, both this
report and the research questionnaire itself follow a
modified Agency Model of governance.3 This modified
agency model is consistent with standards for credit
unions in each province and has also been developed
with the co-operative principles in mind.

AGENCY THEORY

Every credit union in Canada has a great deal of leeway
in selecting its own governance model as long as it does
so within certain parameters set down in provincial law
and regulation. Each province has its own credit unions
act and deposit insurance, deposit guarantee and/or
stabilization regimes, whose sound business practices
set a minimum standard.

Figure 2.1: Agency Theory

Members

Reporter

Leader

Board
Monitor
Steward

Management

Source: Brown Goverance 2003

“Governance” in the agency model has four core
responsibilities (see Figure 2.1):
1.

2.

3.

4.

Leadership: setting the strategic direction of the
credit union (purpose, mission) and putting in
place the leadership (CEO selection, board renewal)
to accomplish that direction.
Stewardship: shepherding resources belonging to
others (trustee/fiduciary on behalf of credit union’s
members or “principals”) including risk management, allocation of duties/roles/responsibilities, and
delineation of authority.
Monitoring: receiving and reviewing measures of
credit union performance, and holding management (CEO; “agents”) accountable for success
(achieving the purpose, creating “value”).
Reporting: accounting to the “principals” (memberowners and other stakeholders) on the results of
using their capital (resources, labour, etc) and
accomplishing their purpose.

In addition to these core structural responsibilities,
effective governance encompasses relational and
cultural responsibilities:
5.

Citizenship: engaging and dealing fairly with, and
relating to the credit union’s stakeholders, the
community and the membership in particular.
6. Innovation: embracing a culture of learning and
change, recognizing that no system, including a
credit union’s governance, remains static but is
dynamic.
The remainder of this report details findings from the
national credit union research organized according to
these six responsibilities that comprise governance.

3.Agency governance was articulated by Adam Smith in 1776 in An Inquiry into the Wealth of Nations. The modified Agency Governance model has been articulated and
is used in training by Brown Governance Inc. www.browngovernance.com
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3.

LEADERSHIP

Setting the strategic direction of
the credit union (purpose, mission)
and putting in place the leadership
(CEO selection, board renewal) to
accomplish that direction

What do credit union boards take
responsibility for?
The vast majority of credit union boards actively take
responsibility for all 11 core leadership and governance
areas (illustrated in Table 3.1).4
In most cases, there has been an increase in the proportion
of boards taking on these responsibilities since 2004, with
particularly large commitments in the areas of management succession planning, measuring and monitoring,
and risk oversight: critical accountability drivers.

Table 3.1: Areas of Active Responsibility by Credit Union Boards

2008: % of
Credit Union
boards

2004: % of
Credit Union
boards

Change: 2004
to 2008

Developing credit union’s approach to governance
issues

89

81

+8

Working with management to develop strategic
direction

95

94

+1

Identifying criteria for measuring strategy

83

77

+6

Leadership Responsibility

Monitoring the implementation of strategy

94

83

+11

Setting objectives to measure management’s
performance

88

80

+8

Assessing management’s success in meeting its
objectives

88

85

+3

Identifying the principal risks of the credit
union’s business

92

81

+11

Ensuring the implementation of appropriate
systems to manage risks

92

81

+11

Ensuring internal controls and information
systems by verifying data integrity

84

85

-1

Ensuring compliance with accounting principles

89

89

-

Management succession planning

84

64

+20

4.These 11 board responsibilities are drawn from the Dey Committee’s Report Where Were The Directors? (1994) for the Toronto Stock Exchange, and are often used as
benchmarks for boards across sectors in Canada.
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“The board of directors’ key responsibilities include reviewing and approving:
- the credit union’s mission
- structure and controls
- objectives, strategies and plans
- management succession
- an enterprise risk management
framework
- integrated strategic, risk and capital
management …”
Excerpts from Credit Union Deposit Guarantee
Corporation’s Risk-Based Monitoring (Saskatchewan)

A comparison of key board responsibilities—governance, risk, and controls—with Canada’s corporate
sector is shown in Figure 3.1.5

comparing all credit unions and larger credit unions
(since they are more likely to benchmark themselves
with large corporations) to Canada’s corporate sector.
The biggest difference is in ensuring internal controls:
a number of larger publicly-traded corporations have
adopted external audits of internal controls as required
by section 404 of the Sarbanes-Oxley Act (U.S. 2002).
Canada has decided not to follow the route of requiring
these second external audits, but boards, Audit Committees, CEOs and CFOs are all required to review
internal controls sufficiently to reach high levels of
confidence in their effectiveness.
How this is done varies considerably from place to place,
including among credit unions, and it is probably fair to
say that boards and Audit Committees in Canada are
still working towards finding the “right” process and
reaching a comfort level.

Credit unions now track fairly closely with private
sector boards in core responsibilities. The chart below
tracks key leadership responsibilities at the board level,

Figure 3.1: Comparison of Selected Leadership
Responsibilities between Credit Unions and the
Corporate Sector
100

(%)

90

89

91 90

92

94

92
88

84 83

84 83 84

80
70
60
50

Approach to
Governance

Systems to Ensure Internal Management
Manage Risks
Controls
Succession
Planning

“Credit unions have the
responsibility of identifying,
measuring and managing the
risks they assume.”
Credit Union Deposit Guarantee Corporation
Risk-Based Monitoring (Saskatchewan)

• All Credit Unions • Large Credit Unions
• Corporate

5.Unless otherwise stated, corporate comparator data are ©The Conference Board of Canada’s Canadian Directorship Practices.
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Do the boards of smaller and larger
credit unions take on different
responsibilities?
Interestingly, boards of smaller credit unions are more
likely to be actively involved in strategy (direction,
measuring, monitoring, assessing) than their colleagues
at larger credit unions. Our research also found this in
2004. Larger credit unions have more senior management and are often more complex (services, branching,
financing), and therefore the “professionals” (managers)
may play a larger role in strategy there. As we’ve seen
from recent financial services industry failures outside
the credit union system, good governance is always
rooted in sound strategy, and boards cannot rely solely
on managers to set sound strategy.
The boards of larger credit unions have increased their
focus on governance, risk, and compliance (often referred
to collectively as “GRC”), and have surpassed their colleagues
at smaller credit unions in taking active responsibility

for these areas. These three are the core of the last
generation of governance and regulatory reform, and
are also emphasized in most province’s latest updates
to sound business practices for credit unions. Taking a
risk-based approach to capital, governance and compliance is central to effectiveness and sustainable
performance in credit unions.
Who is on credit union boards and how
do they get there?
The following sections cover board composition,
selection and nomination research findings.
What is the size of credit union
boards?
The average size of a credit union board in Canada is
10.1 directors. 6
This is close to the average corporate board (of 11
people) and is comfortably within the range of

Table 3.2: Comparison of Active Leadership Responsibilities between Boards of Smaller and Larger Credit Unions

Areas of Active Responsibility

% of Small Co-op Boards % of Large Co-op Boards

Developing credit union’s approach to
governance issues

87

91

Working with management to develop
strategic direction

97

94

Identifying criteria for measuring strategy

90

78

Monitoring the implementation of strategy

97

94

Setting objectives to measure management’s
performance

87

91

Assessing management’s success in meeting
its objectives

90

88

Identifying the principal risks of the credit
union’s business

91

94

Ensuring the implementation of appropriate
systems to manage risks

91

94

Ensuring internal controls and information
systems by verifying data integrity

86

83

Ensuring compliance with accounting
principles

87

94

Management succession planning

86

83

6.	 In these cases (board size, terms, tenure), the arithmetic mean or average is a more representative or typical case than the median. This is because these questions’
responses result in normal or “bell curve” distributions.
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“best practice” board size often cited (5–15, where 9–13
is preferred). In the corporate sector, the average board
size has not changed in over 30 years: large boards have
become smaller and smaller boards, larger.
Board size typically correlates with the size, complexity
and age of an organization, and this holds true in credit
unions, too.
Too small a board risks a lack of diverse views, independent thought, and quorum. Smaller boards may also
contribute to an under-use of committees by credit union
boards since it is more difficult to populate committees.
Too large a board risks a lack of active deliberation,
cohesion, and individual engagement, and can readily
become dominated by a small sub-set of directors.
How many women are on credit union
boards?
Many more men serve on the boards of Canada’s credit
unions than women (see Figure 3.2).
There is a much higher proportion of women board
members in credit unions than in the corporate sector,
however. Close to one-in-four (23%) director positions

on all credit union boards are held by women; on
corporate boards, less than one-in-seven (14%) of
director positions are held by women.
The proportion of women is often used as a proxy for
how diverse a board is7, and for how important diversity
(in background, experience and thinking, not just gender
or heritage) is to the organization and its board.
The vast majority of credit unions (94%) have at least
one woman on their board.
How independent are credit union
boards?
A fundamental principle of effective governance is the
ability of the board to think and act in the best interests
of the credit union itself (its “fiduciary” duty), and not
in the interests of management, nor any other specific
stakeholder or membership group.
In terms of board mix, very few credit union paid executives serve on their boards – traditional practice in the
co-op sector has been to exclude the CEO and other senior
executives from boards. This differs from Canada’s private
sector, where an average of 1.5 senior executives also sit

Figure 3.2: Comparison of Board Composition by
Gender between Credit Union and Corporate Boards

# of directors

Taking a risk-based approach to
capital, governance and compliance is central to effectiveness
and sustainable performance in
credit unions

12

11
10.1

10
8

9.5

7.8

6
4

2.3

2
0

1.5

Co-operatives

Corporate

• Male • Female • Total
7.	 See, for example, Brown and Brown: Not Just the Right Thing, But the Bright Thing (Conference Board of Canada)
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on their board (14%), being the CEO in almost all cases,
and one other executive (e.g. COO, EVP) on half of these.
Overall, credit unions report that 93 per cent of their
board members are “independent”. This is above the
comparable corporate sector proportion of 80%. By
“independent,” we go beyond non-employees, to encompass those individuals who are free of material interests
or relationships with the credit union, such as family
members and recent employees, the credit union’s lawyer,
consultant or landlord (interests beyond membership in
the credit union itself).
There are a number of other measures in place that enhance
a credit union’s board independence from management.
The research survey explored criteria that enhance
independence; the top four reported by credit unions
in ranked order are:
1.
2.
3.
4.

Independent external auditor (100%)
Audit Committee consists entirely of independent
directors (95%)
Board chair cannot be management (92%)
Responsibility for Board’s relationship with
management assigned to chair who is independent
of management (72%)

Many provincial credit union regulators take their lead from OSFI, which
says: “best practices suggest or require
that all audit committee members be
independent board members.”

Who chairs credit union boards?
Canadian credit unions indicated overwhelmingly that
their board chair is more likely to be male than female
by a ratio of six-to-one (86% male; 14% female).
The chair of the board in credit unions is more likely to
be part-time and independent than in the corporate sector.
A full 99 per cent of credit union board chairs are part-time,
which is an indicator of the separation of the governance function from management; some argue that a
full-time chair is a CEO by another name! Ninety-three
per cent of credit union board chairs are independent,
meaning they are neither “inside” (current CEO or
employee) nor “connected” (having a material interest
beyond their normal membership).
These are both indicators of the ability of the board’s
leader, and by extension the board, to function, think,
and act independently of the management and staff if
and when this becomes necessary.

Figure 3.3: Length of Director
Terms for Credit Unions (%)

• 3 years 98
• 1 years 2

(Office of the Superintendent of Financial Institutions,
Corporate Governance Guideline, Ottawa: 2003).

7.In these cases (board size, terms, tenure), the arithmetic mean, or average, is used instead of the median, since board size data is normally distributed and therefore
the mean is the most representative or typical case.
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Are credit union directors elected
for terms?

(corporate) sector, 7 years; and in the public (Crown)
sector, 4 years.

Three-year terms are most common among credit unions
(98%). Three-year terms are typically staggered to ensure
continuity of leadership and a more stable renewal of
the board. This is the traditional model of electing
credit union directors.

This year, we asked participants whether they regarded
board turnover as sufficient, with mixed results. 23 per
cent of respondents are satisfied (somewhat or a great
deal) with turnover on their credit union board, 40 per
cent are neutral, and 37 per cent are not satisfied that
board turnover is sufficient.

At many credit unions, with small member turnouts
at the Annual General Meeting (AGM) and no proxy
voting, this is one way of guarding against a tiny cadre
of members replacing an entire board with its own slate.
Corporate practice has moved to one-year terms—
electing a slate of directors at every AGM. This is in
response to investor activism, the intention being to
ensure director accountability each year. In practice,
corporate shareholders have very little democratic power
in selecting directors, as they usually have to vote “yes”
or “no” to an entire slate and cannot separate nonperformers from exceptional board members.
How long do/can directors serve?
On average, credit union board members have 9 years
of service (tenure) on their board. Indeed, almost a
quarter (23%) report that the average length of service
of directors exceeds 10 years, and another quarter
average nine or 10 years.
This is the longest average tenure of any sector where we
gather benchmarks. The average tenure of board members
at non-financial co-operatives is 7.5 years; in the private

Board turnover, like employee turnover, is a balance.
Too long a tenure may limit fresh ideas and the board’s
challenge function (“groupthink”): in the UK, 10 years’
service on a board is considered a litmus test for losing
independence. But too short a tenure may limit directors’ grasp of issues and risks, and may limit cohesive
thinking and action.
One reason is difficulty in attracting new board members
to run, particularly with the expectations and standards
placed on credit union directors today. Several credit
unions do report aging memberships and challenges
with member engagement.
Another reason is mergers, which have continued apace
in Canada’s credit union system to ensure sufficient
critical mass to optimize capacity and expensive resources
(e.g. IT systems, branches, and management expertise.)
In mergers, typically, experienced board members from
both predecessor boards serve on the new merged board
for a time; multiplied across the system, this can have
the effect of minimizing the natural “churn”, i.e. the
number of seats available for new candidates.

Several credit unions do
report aging memberships
and challenges with member
engagement

2008 Research Questionnaire Findings

11

Similarly, few credit unions mandate retirement from
the board at a specific age – less than 5 per cent, much
less than the 31 per cent of corporate boards in Canada.
When retirement is mandated, the age is usually 70, but
there is a trend to increasing this to 75 paralleling longer
working lives and better health.
How are credit union directors
chosen?
One of the toughest governance decisions faced by credit
unions is the appropriate extent of involvement in the
board selection and renewal process.
There is increasing pressure from regulators and “best”
corporate practices for an intentional process of renewal
that would be more likely to yield directors with specific
skills and experience, including financial and business
skills. Yet one of the co-operative principles emphasizes
“democratic member control,” which many interpret
to mean that the board selection process must be left
entirely to the membership without involvement of the
credit union or its board.
The 2004 national credit union research resulted in
ground-breaking findings in this area. In that research
we found that the majority of credit union boards do
get explicitly involved in board renewal. In other words,
they don’t view active board involvement in recruiting
and qualifying board candidates as conflicting with, or
threatening, democratic member control. Instead of
“either … or”, the majority of credit unions now view
these as “both … and”.
The 2008 research confirms this dramatic trend, as
illustrated in Figure 3.4 which shows the degree of
board involvement reported for various steps of board
renewal and succession.

The top five ways in which respondents indicate that their
board is involved in board succession and renewal are:
1.
2.
3.

Assessment of credit union’s strategic needs (81%)
Election of board members (79%)
Recruitment: identification of a pool of candidates
(72%)
4. Profiling skills, desired attributes and criteria for
candidates (69%)
5. Selecting individuals to stand for election from a
pool (68%)
These findings demonstrate that the credit union sector
is actively embracing the reform era of corporate governance, where directors are more than just representative
of members’ interests but also bring specific attributes
that enable them to actively govern the credit union.
This is another area where practice differs between
smaller credit union boards and larger credit union
boards (see Table 3.3, on next page).

Figure 3.4: Credit Union Boards’ Involvement in Board
Succession Activities
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to the maximum number of terms a director can serve.
Where a maximum is indicated, three terms is usually the
limit (i.e. directors must step down after three terms served).

88
81
69

72

61

60

41

40
20
0

• Board Renewal
• Assess Needs
• Profile Skills
• Recruit

12

79
68

Advancing with Distinction National Report on Credit Union Governance Practices

• Select
• Election
• Train
• Evaluate to Renew

Table 3.3: Comparison of Renewal Responsibilities between Boards of Smaller and Larger Credit Unions

% of Small Credit
Union Boards

% of Large Credit
Union Boards

Assessing organization’s strategic needs

83

81

Profiling skills, attributes, criteria for
candidates

61

78

Recruiting: identifying pool of candidates

74

73

Selecting candidates from pool

77

58

Election of board members

81

77

Identifying skills gaps and providing training

58

66

Evaluating contributions as input to renewal

32

52

Areas of Active Responsibility

This illustrates that different approaches to board renewal
are often taken at smaller and larger credit unions.
Smaller credit unions’ boards are more likely to get
involved by actively recruiting and selecting candidates
to run for election. Larger credit unions are more likely
to prepare a profile of desired skills and attributes of
candidates for nomination and election. Once the AGM
is over, and the new board is in place, larger credit union
boards are more likely to get actively involved in director
development (identifying gaps and providing training) and
evaluation (evaluating contributions as input to renewal).

These differences highlight that smaller credit unions
prefer to help board renewal by encouraging new people
to get nominated, while larger credit unions prefer to focus
more explicitly on specific skills, helping the membership
craft a competency-based board.
The national survey also examined who has the most
influence in the board selection process. The top five parties
that respondents indicated as influencing their board
selection process are illustrated in Table 3.4, below.

Table 3.4: Comparison of Who Influences Board Selection Processes between Credit Unions and the Corporate Sector

Rank

Credit Unions: 2008

Credit Unions: 2004

Corporate Sector

1

Governance/Nominating
Committee (83%)

Governance/Nominating
Committee (97%)

Governance/Nominating
Committee (95%)

2

Membership (41%)

Membership (49%)

Board as a Whole (92%)

3

Board as a Whole (34%)

Board as a Whole (43%)

Board Chair (80%)

4

Management (34%)

Management (19%)

Management (68%)

5

Board Chair (9%)

Board Chair (4%)

Shareholders (36%)
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This reflects a much better balance among different
parties in selecting board members at credit unions than
in corporate Canada where shareholders have very little
real say in widely-held public companies, and where the
Board Chair and CEO often hold too much sway. Credit
union boards are almost twice as likely to seek input
from management than they were in 2004.

There are differences between smaller and larger credit
unions here: larger credit unions are more likely to rely
on members and delegates to influence board selection;
smaller credit unions are more likely to have the board
and management play a greater role (see Table 3.5):

Table 3.5: Comparison of Who Influences Board Selection Process between Boards of Small/Medium and
Large Credit Unions

% of Small Credit
Union Boards

% of Large Credit
Union Boards

The Board as a Whole

52

18

Nominating Committee

71

67

Governance Committee

3

24

Management

39

27

Membership

29

52

Board Chairperson

13

6

3

15

Who has the most influence?

Delegates

Beyond determining if and who influences board
selection, the research survey asked what criteria are
applied in selecting board members. The top five criteria

14

respondents indicated as affecting board selection as
illustrated in Table 3.6.
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Table 3.6: The Top Five Criteria Affecting Board Selection for Credit Unions over time and in the Corporate Sector

Rank

Credit Unions: 2008

Credit Unions: 2004

Corporate Sector

1

Character/personal qualities
(81%)

Active member
(75%)

Character/personal qualities
(88%)

2

Financial knowledge/experience
(62%)

Character/personal qualities
(75%)

Financial knowledge/experience
(84%)

3

Active member
(59%)

Financial knowledge/experience
(32%)

Specific skill set to complement
the board (76%)

4

Specific skill set
(51%)

Co-op/credit union experience
(31%)

Industry experience
(62%)

5

Geographical representation
(44%)

Geographical representation
(24%)

Similar organization experience
(60%)

Clearly, credit unions have increased their emphasis on
financial knowledge and other specific skills in selecting
new board members, coming closer to the emphases on
these same attributes in Canada’s corporate sector. No
doubt the recent rounds of credit union governance
reform, focusing on risk, control, capital and prudential
governance, have contributed to this trend. Increasing
complexity of financial services products (e.g. asset

securitization), and more recently a major upswing in
financial (credit, liquidity and market) risks, are also
seen as drivers, both historically and going forward.
Beyond these “head” skills, the fact that character and
personal qualities score the highest in both sectors
indicates how important relational, behavioural and
cultural strengths are to effective board composition
and functioning.

Clearly, credit unions have increased
their emphasis on financial knowledge and other specific skills in
selecting new board members
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4.

Stewardship

Shepherding resources belonging

written mandate (e.g. CEO job description, board charter,
committee mandate) and a delegation of authority levels
(approval and reporting limits) in writing (see Table 4.1,
below).

to others (trustee/fiduciary for
“principals”, credit union members),

The vast majority of Canadian credit unions do have
written position descriptions/mandates for their CEO,
board and committees of the board. Over nine out of
ten credit unions delegate authority levels/limits to their
CEO in writing. These are other governance practices
which we see more broadly adopted by credit unions
since the 2004 baseline year.

including risk management, allocation
of duties/roles/responsibilities,
delineation of authority
How are duties allocated and authority delegated?

Interestingly, fewer credit unions now have written authority
limits for board committees (31%, down from 56% in
2004.) Rather than being a negative sign, this is an
indicator that more credit unions are realizing that

Once both the strategy and board are in place, the next
logical step in governance is to allocate accountabilities
and delegate authority. This typically involves both a

Table 4.1: Percentage of Credit Union Boards with Position Descriptions and Written Authority Limits

16

% with Position
Description/
Mandate: 2008

% with Position
Description/
Mandate: 2004

% with Written
Authority Limits:
2008

% with Written
Authority Limits:
2004

CEO

94

70

95

71

Board as a Whole

84

71

69

60

Board Committees

73

67

31

56

Individual Directors

92

51

n/a

n/a

Delegates

16

Not asked

12

Not asked
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board committees may be more effective if they review
and recommend decisions for board approval, rather
than making decisions on behalf of the board at the

committee level. (We explore this trend further in the
section following this).

Table 4.2: Comparison of Position Descriptions and Delegation of Authority between Smaller and Larger Credit Unions

% of Smaller Credit Unions

% of Larger Credit Unions

CEO

94

97

Board

80

91

Board Committees

80

70

Directors

90

97

Delegates

14

20

Larger credit unions are more likely to have this governance
documentation in place than smaller credit unions, with the
exception of committee mandates.

“A board of directors must determine
the duties, the limits of authority, and
the accountability requirements of the
board committees and the CEO.”

This is an important step in governance, to explicitly draw
the “bright line” between the board and CEO in terms of
“who does what”, and is particularly important in a financial
intermediary where the approval of loans, interest rates, and
maturities matching is critical to success.

Standard #4, Standards of Sound Business Practice
(Credit Union Deposit Guarantee Corporation,
Manitoba)

Table 4.3: Comparison of Position Descriptions and Written Authority Limits at Credit Union and Corporate Boards

% with Position
Description/
Mandate: Credit
Unions

% with Position
Description/
Mandate:
Corporate

% with Written
Authority Limits:
Credit Unions

% with Written
Authority Limits:
Corporate

CEO

94

95

95

85

Board as a Whole

84

95

69

43

Board Committees

73

74

31

34

Individual Directors

92

58

n/a

n/a

Delegates

16

n/a

12

n/a
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These practices are comparable to Canada’s corporate
sector, and in some cases credit unions are more likely
to have written mandates in place (e.g. individual
directors, and CEO delegation of authority).

First, that corporate boards in Canada have, over time,
overwhelmingly (90% plus) adopted the reform model
of board and committee governance, where:
•

How do credit union boards use
committees?
Committees are used by the board to conduct work on
its behalf, to draft policies and guidelines for board approval,
and to oversee and review management information in
specific areas. The more complex, larger, and heavily
regulated an organization is, the more difficult it is for
its board to operate without committees.

•

•
•

A full one hundred per cent of credit unions in this study
indicated that they have board committees in place.
Figure 4.1 compares this national credit union system
research with board committee use in the corporate
sector, showing also trends in both sectors over time.
The chart below takes a moment to absorb, since it
illustrates a number of things.

•

Committees do not approve decisions, they
undertake major aspects of the board’s due
diligence work in oversight, then report and
recommend to the board which has final approval
Therefore the board generally does not use an
Executive Committee (down to 9% of corporate
boards)
An Audit (or Audit and Finance) Committee is
responsible for financial oversight
A Human Resources (or Compensation) Committee is responsible for overseeing the CEO employment
relationship, and also executive and incentive
compensation plans in general
A Governance (or Governance and Nominating)
Committee is responsible for overseeing the board
itself, including the selection and evaluation
processes, committee and meeting functioning

Figure 4.1: Comparison of the Use of Board Committees
between Credit Unions and Corporate Boards and trends

100

over time

90
80
70
(%)

60
50
40
30
20
10
0

Audit

HR/
Comp.

Governance

EHS

Nominating

Risk/
Invest

Executive

Pension

• Credit Unions 2008 • Corporate 2008 • Corporate 1999
• Credit Unions 2004 • Corporate 2003 • Corporate 1995

18

Advancing with Distinction National Report on Credit Union Governance Practices

Ethics

Member
Relations

About 30% of corporate boards also have an
Environment, Health and Safety (EHS or SHE)
Committee of the board to oversee these areas of
risk – predominantly in the energy, utilities and
related sectors
•
A subtle but important aspect of this reform model
is that board committees, through their chair, are
the primary reporting mechanism to the board on
areas of their responsibility, while management
provides back-up expertise and resources – in the
traditional model of board committees, management
provides most of the reporting and presentations at
both the committee and board levels (often resulting
in duplications and overlaps of presentations and
discussions at both).
Credit Unions, however, are split on which committee
model they use:
•
•

About 30% of credit union boards have adopted
this reform model of board-committee governance
About 50% of credit union boards continue to use
the traditional model of board-committee governance, which:

relies on an Executive Committee to oversee the
employment relationship with the CEO, including the CEO’s evaluation and compensation

This Executive Committee is often delegated
approval authority to make decisions on behalf
of the board between board meetings (e.g.
leases, purchases, large transactions)

A separate Nominating Committee is used for
the board nomination process, this committee
is often struck with different members each
year solely to focus on ensuring that enough
candidates are nominated for the board for
election at the AGM, and this committee’s work
is often concentrated in the months leading up
to the AGM

An Audit Committee is used, although it may
(or may not) have approval authority over
certain items (budget, capital expenditures,
financial reports) rather than recommending
them to the Board

Other Board Committees are typically also
used depending on the needs of the credit
union and its board: credit unions are more
likely to have a board-level Member Relations
Committee (21%), Investment or Risk Committee (38%), Ethics or Conduct Committee
(42%), or other board committees (43%) than
corporate boards, where these responsibilities
are more likely to be incorporated with one of
the three core oversight committees (e.g. ethics
and conduct with Governance or Audit, risk
with Audit), or left with the board as a whole
(e.g. risk, investment).
About 20% of credit union boards have adopted a
hybrid between the two models, characterized by:

the core reform oversight committees (Audit,
Governance, HR)

but retaining the Executive (and often Nominating) Committee,

meaning that sometimes committees make
decisions,

and often management still brings recommendations through committees and
ultimately also to the board.

This probably leads to some confusion over
committee roles, responsibilities and accountability lines, particularly between Executive and
HR Committees (since it is easier for Nominating and Governance Committees to draw a
clear line between their roles, and some credit
unions and co-ops include non-board members on their Nominating Committee with
reported success.)


•

•
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There are differences in board committee use between
smaller and larger credit unions:
Table 4.4: Comparison of Board Committee Use: Smaller and Larger Credit Unions

% of Credit Unions

% of Smaller –
Credit Unions

% of Larger –
Credit Unions

100

100

100

HR/Compensation

55

36

60

Governance

47

27

56

Nominating

83

90

80

Executive

74

81

71

Audit

Not surprisingly, a higher proportion of larger credit
unions have adopted the reform board-committee
model, while smaller credit unions are more likely to
follow the traditional board-committee model.

How often do credit union boards and
committees meet?
Table 4.5 illustrates the timing of board and committee
meetings in credit unions and the corporate sector:

Table 4.5: Comparison of Board and Committee Meetings between Credit Unions and the Corporate Sector

Credit Unions

Corporate

Board Meetings: 10-12 per year

Board Meetings: 7 per year

Length of meetings: 3 hours

Length of meetings: 5 hours

Committee Meetings: 2 - 5 per year depending
on the committee

Committee Meetings: 4 to 5 per year

While both credit union and corporate boards meet for
about 30-35 hours regularly each year, credit union boards
have more frequent but shorter meetings. The typical
pattern of credit union board meetings is monthly, the
traditional model in Canada. Most corporate boards
have adopted a reform model of 6 regularly scheduled
face-to-face meetings annually, often being 4 quarterly
business meetings, a strategic retreat plus a governance/
evaluation/education session (and 1 tele-conference
meeting) annually.
Over 70 per cent of credit union boards meet 10 to 12
times a year, which is essentially monthly (since many
boards do not meet regularly over the summer or

20

holiday season); about one-in-seven credit union boards
meet six or less times annually.
In some provinces, this is due to credit union regulations and standards that call for boards to meet no less
frequently than monthly. While the intent of these
regulations is sound, to ensure active oversight of
management, an unintended consequence of monthly
board meetings with set business agendas is to force
management to produce monthly performance reports,
which can draw the board into operational matters and
cloud longer-term trends and strategic variances. Further,
a monthly board schedule often crams board committee
meetings too frequently and too closely with board
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meetings, leading to duplication, overlaps and frustration for both board and management team members.
One reason that fewer credit unions have fully adopted
the reform model of governance is this requirement to

hold monthly board meetings. We do find that, when
permitted by regulation, larger credit union boards
trend towards fewer meetings annually, giving committees time to meet and work between these (see Table 4.6).

Table 4.6: Comparison of Board Meetings between Smaller and Larger Credit Unions

% of Smaller
Credit Unions

% of Larger
Credit Unions

Monthly: 10 – 12 board meetings annually

87

70

Quarterly or bi-monthly: 4 – 6 board meetings
annually

10

30

2 hours 40 min

3 hours 40 min

Length of typical board meeting

Most credit union board committees hold quarterly
meetings. This is typically the case for Audit, Governance, Human Resources, and Risk Management
committees. Nominating committees meet less frequently, generally one-to-three times annually to
deliberate and recommend the year’s plan or candidates.
These meeting rates are similar to the corporate sector.

How are credit union directors
compensated?
The vast majority (85%) of the responding credit unions
now pay their directors for serving on the board and
committees, up from just over half in 2004.
Of those credit unions that do compensate directors,
here is a breakdown: 8

Figure 4.2: Methods of Compensating Credit Union
Directors
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responding credit unions now pay
their directors
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8. Compensation varies widely in amount and method in the credit union system; we encourage users to contact the Canadian Co-operative Association and/or Brown
Governance Inc. to obtain accurate current comparison data from their peer group(s), province, and community.
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•

•

•

•
•

76% pay per-meeting fees, averaging $187.50 per
meeting

typical meeting fees are $50, $60, $75, $100,
$125, $150, $175, $187, $200, $250 or $300
54% pay an annual retainer or honorarium,
averaging $6,075

these vary even more widely than meeting fees,
from $300 to $5,000, $10,000, $12,500 and higher
31% pay a per diem (hourly or daily rate based on
time) averaging $254 per day

These are similar in amounts to per meeting
fees, although more often as high as $300 or
$500 per day

Per diems often cover board and committee
meetings and other credit union business such
as conferences, training, members’ meetings,
regional or provincial meetings
Two credit unions reported reimbursing board
members for lost wages/salary
These add to more than 100% since a number
of credit unions pay a combination of retainers
and fees

•

•
•

•

•

to directors
78% of credit unions pay Board Chairs additional
compensation:

Usually by way of annual retainer: these average
$6,100 annually but vary widely from $1,000 to
$16,000 or more.

Approximately one third of credit unions that
pay their Chair additional compensation do so
per meeting: fees range widely from $25 to
$1,800, with a median of $155.
Vice-Chairs are sometimes paid, typically half the
Chair’s retainer.
Committee Chairs are also paid additional compensation, also by way of a higher retainer,
averaging one-third to one-half of the Board
Chairs.
A small number of credit unions pay differential
compensation to committee chairs based on the
degree of work and expertise involved (Audit, HR
and Governance, for example, being double other
committees.)
Of the one third of credit unions that reported

Figure 4.3: Average Compensation of Credit Union Directors
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having delegates, just 23 per cent indicated that
these delegates receive compensation.
•
Beyond cash compensation, credit union board
members often receive other forms of remuneration or reimbursement of expenses, the most
frequent being:

Mileage (79%)

Compensation for training time (63%)

Life insurance (29%)

Compensation for travel time (26%)

Waived or reduced service fees (23%)

Discounts on products and/or services (12%)

Another benefit that some credit unions offer
their board members are communications
expenses (internet, cell phone), in some cases
providing directors with laptop computers
(larger credit unions).
Credit unions that participated in the 2008 research
spend a median amount of $15,000 annually on board
travel and related out-of-pocket expenses.
An estimate of average potential compensation for a credit
union director in 2008 is $7,075, based on attending all
board meetings and serving on 1-2 board committees.

The average credit union in Canada
is paying all directors combined the
equivalent of one director in the
private sector

This amount of compensation still pales compared to
Canada’s corporate sector, where the average potential
compensation for private sector directors was $77,000
in 2007. This means that the average credit union in
Canada is paying all directors combined the equivalent
of one director in the private sector.
A significant trend in the private sector has been away
from meeting fees and towards a single flat fee or retainer
for directors. This recognizes that measuring time spent
in meetings or on official business is not a very good
measure of level of effort or value exchange, and can
actually incent too many meetings or events. Instead, a
reasonable amount is agreed upon, that reflects the total
value exchange for skills, expertise, preparation,
meetings, education, conferences, and risk.
Compensation varies dramatically in both the co-operative
and corporate sector based mainly on the size of the firm,
but also its industry. For example, board members in
smaller private sector firms average compensation of
$18,000; health and education averages $4,500; while oil
and gas corporation directors reached $200,000. For this
reason, we recommend that credit unions conduct peer
comparator, industry and community research before
setting compensation amounts.

We recommend that credit unions
conduct peer comparator, industry
and community research before
setting compensation amounts

2008 Research Questionnaire Findings

23

5.

Monitoring

Receiving and reviewing measures
of credit union performance, and
holding management (CEO; “agents”)
accountable for success (achieving
the purpose, creating “value”)
How do boards measure the credit
union’s performance?
Every board receives some form of measure of financial
success of their credit union, from the three basic

financial statements (income, balance sheet, and cash
flow), interest rate and matching schedules, and budget,
to increasingly sophisticated levels of segmentation,
ratios, comparisons, and modelling.
Beyond this, boards rely on different non-financial
performance measures to evaluate the extent to which
the credit union is succeeding. The main non-financial
performance measures (and the percentage of credit
unions that report them) are shown on Figure 5.1, with
comparisons to 2004, and to Canada’s corporate boards.
The biggest increase in non-financial performance measures
used by credit union boards from 2004 to 2008 reflect the

Figure 5.1: Comparison of Non-Financial Performance Measures
Used in Credit Union and Corporate Boards
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5.

key stakeholder groups whose interests the board is
overseeing or ensuring: the members (in their roles as
owners as well as customers), and the employees.

Monitoring

Satisfaction and retention are traditional metrics used
to track whether an organization is serving stakeholders’
interests: satisfaction is usually determined by survey,
retention by internal counts. Engagement metrics are
becoming more popular, as with member participation
in credit unions. Employee engagement metrics, for
example, go beyond satisfaction and retention to levels
of affinity, loyalty and participation employees have
with the organization, and may be better long-term
predictors of the health of these relationships.

Again in 2008, corporate boards are more likely to review
performance indicators in the “softer” areas of social,
community, quality and environment than credit union
boards. There is probably heightened sensitivity over
legal liability, risk assessment and to reputational and
public/investor relations issues on private sector boards.
Another plausible explanation is that many credit unions
feel they are, by their very nature, community-based;
that they are intrinsically and systemically engaged with
their communities through patronage dividends, volun-

teerism, community involvement, and providing services
that commercial enterprises would not provide, or have
withdrawn. In this case, they may not feel an additional
need to measure and report in these areas.
As with other areas in this report, we are not suggesting
that all of these metrics are “best practice”, but that credit
union boards and managers can compare their own
non-financial performance metrics to what other boards
are using, and to their own strategic plan and objectives.
For example, if a credit union’s mission, values and goals
focus on the community and society, but its board is not
receiving measures of success in these areas, this may be
a prompt to ask for them.
Larger credit unions are more likely to use value (member/
customer perception) (49%), social/community responsibility (61%), customer satisfaction (82%), and innovation
(36%) as non-financial performance measures in the
boardroom compared to smaller credit unions.
Comparatively, smaller credit unions are more likely to
use member participation (52%) and member retention
(74%) as non-financial performance measures compared to larger credit unions.

The quality of the board’s performance will be demonstrated by its
effectiveness in:
- performing regular, in-depth reviews and evaluations of the
credit union’s business objectives and strategies …
- establishing thresholds for the type and significance of issues to
be brought to its attention …
- performing a self-assessment against its responsibilities and
promptly addressing matters identified.”
Excerpts from Credit Union Deposit Guarantee Corporation’s Risk-Based Monitoring
(Saskatchewan).
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How do credit unions evaluate their
boards and CEOs?
Once strategy, people, duties, structure, and monitoring
are all in place, a key board role is to evaluate performance and to ensure accountability of management to
the board and of the credit union to its members.
Figure 5.2 illustrates the 2008 research results for credit
unions, compared with 2004 and with Canada’s
corporate sector.
The vast majority of credit unions have evaluations in
place for the CEO, while four out of five evaluate the
Board as a whole, and about half conduct evaluation of
individual members (peer and/or self evaluation).
These results are well up from 2004, particularly for board
and director evaluations, where more than double the
credit unions now conduct formal written evaluations
than 4 years ago.
There are some differences reported by credit unions
of different sizes. Large credit unions are more likely to

Figure 5.2: Evaluations Conducted in Credit
Unions and Corporations
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conduct performance evaluations of individual directors (65% versus 30% of small), and the board as a
whole (94% versus 74%).
However, the incidence of director and committee evaluation
in the credit union system falls well short of the corporate
sector in Canada. Less than three in ten credit unions
undertake formal board committee evaluations, while
more than seven in ten corporate boards do. Given the
increasing responsibilities for diligence work delegated
to board committees in reform governance, it is difficult
to see the rationale for excluding committees from
formal evaluation and accountability.
And individual director evaluations also lag far behind:
•

47% of credit union directors have self-assessments
(vs. 88% of corporate)
•
21% of credit union directors have their peers
assess them (vs. 48% of corporate)
More robust evaluation practices have taken several
years to be adopted in the private sector, and compliance

“It is a sound business and financial
practice that the board of directors of an
institution understands its responsibilities,
exercises independent judgment, addresses
the material risks to which the institution
is exposed, and regularly evaluates its own
effectiveness and that of management.”
Standard 1(a), Deposit Insurance Corporation of Ontario
By-Law 5

7
Corporate

• CEO
• Board as a Whole
• Committees
• Individual Directors – self assess
Individual
Directors
–
peer
assess
•
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with both mandatory standards and “best practice”
codes (like the Globe & Mail’s and CCGG’s) have been
key drivers. We are seeing similar trends in the credit
union sector.

For those credit union CEOs whose performance is formally
evaluated, most of these evaluation results do affect the
CEO’s compensation (82%) and renewal/re-appointment (64 per cent).

There are those who argue that informal performance
evaluations and face-to-face “chats” between Chair
(President) and CEO are all that is required in smaller
or less complex credit unions. Certainly there is no
substitute for a strong and transparent relationship of
trust and accountability between a CEO and Chair. Even
a short form evaluation questionnaire, however, completed
by each board member, collected and reported on by a
trusted intermediary (who may or may not be the Chair)
almost always adds value to understanding and enhancing performance.

A key barrier in implementing effective performance
evaluations is often fear—fear of rejection; fear of
division; fear of the unknown. Yet good CEOs appreciate a constructive appraisal and good directors seek
individual evaluations. 9

It is difficult to see the rationale for
excluding committees from formal
evaluation and accountability

“A board of directors must regularly evaluate the CEO’s effectiveness and prudence
in managing the operations of the credit
union, and in managing the risks to which
the credit union is exposed.”
Standard #6, Standards of Sound Business Practice (Credit
Union Deposit Guarantee Corporation, Manitoba)

9. McKinsey & Co. research shows that four-out-of-five board members would like to see their performance evaluated by their peers, but only one-in-five actually does.
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6.

Reporting

Accounting to the “principals”

What about on-line disclosures?

(credit union’s owners/members,

Perhaps the single biggest governance practice change
adopted by credit unions since the 2004 baseline year is
in harnessing technology such as the Internet, intranet,
and websites to improve communications with members
and others, and to improve organizational transparency.

and other stakeholders) on the
results of using their capital
(resources, labour, etc) and
accomplishing their purpose

•

Information on disclosure and privacy policies - 73%
compared to 36% in 2004
Annual Report, including financial statements - 67%
compared to 26% in 2004
Governance (and delegate) structure - 38%
compared to 13% in 2004
By-laws - 20% compared to 7% in 2004
Committee composition - 13% (compared to
8% in 2004)
Committee terms of reference/mandates - 6%
(compared to 3% in 2004)
Board meeting summaries or minutes - 5%
(compared to 6% in 2004)

The final step in a board’s core structural governance
responsibilities is ensuring a fair accounting back to the
credit union’s members/owners. This is accomplished
through an effective information system, audit and
control regime, and reporting.

•

What communications responsibilities
do credit union boards assume?

•
•

Overall, respondents to the national governance
research indicate that their boards do take responsibility
for most aspects of communications within their credit
union. Of primary focus are ensuring:

•

•
•
•
•
•
•

Large credit unions are particularly likely to disclose their
Annual Reports, at 82% compared to 53% of small credit
unions. Large credit unions are also more likely to publicize
their by-laws, at 30% compared to 7% of small credit unions.

Information flows to the board (82%)
Internal controls as part of the Annual Report (72%)
Effective communication with members (48%)
Communication plan or policy (48%)
Effective communication with other stakeholders (42%)
Effective communication with the public (34%)

These results are consistent across credit union size.
Eleven per cent of credit unions complete a social
accountability or social responsibility report. Just
three per cent of responding credit unions complete
an externally verified social audit.
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The national research asked credit unions what information they make available on-line and/or on their
websites:

•

•

More than ever before, financial institutions are under the
spotlight for protecting and respecting their customers’
privacy, and for being intentional and transparent in
their disclosure practices. Posting financial and governance information on-line for all to see is one indicator
of a credit union’s transparency and accountability.
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Citizenship: Co-operative
Identity, Member, Stakeholder
and Community Relations

7.

Engaging, dealing fairly with and
relating to credit union’s stakeholders, the community and the
membership in particular
Beyond core structural governance responsibilities, it is
generally recognized that boards have additional distinctive relational and cultural responsibilities. In credit unions,
relational responsibilities mean boards ensuring that
members, the community and other stakeholders are
being listened to, being engaged, and are being served.
Cultural responsibilities include promoting co-operative
values, modeling and encouraging the co-operative identity.

5.0

Credit unions report a range of results here (see figure 7.1),
with open membership, autonomy and community being
the strongest, but education and co-operation the lowest
of the principles applied by their boards (4.0 out of 5).
We then asked more specifically, how well the:
•
Board takes into account members’ interests, act
in credit union’s....................................................4.4
•
Board members are chosen in an open and transparent way............................................................ 4.3
•
Members experience improved benefits when
credit union thrives..............................................3.9

Co-operative Principles

4.4

4.3
4.1

4.0

For the first time in the 2008 survey, we asked participants a series of co-operative identity questions10 to rate
on a scale of 1 (“not at all”) to 5 (“a great deal”) to what
extent the board of directors applies each of the
co-operative principles.

Figure 7.1: Credit Union Boards Applying the

4.6

4.5

How well do boards ensure the
“co-operative identity”?

4.3
4

4

3.5
3.0

• Voluntary open membership • Democratic member control • Member economic participation
• Autonomy and independence • Education, training and info • Co-operation among co-ops
• Concern for community
10. CCA’s Good Governance Committee, in particular Brett Fairbairn, suggested the addition of this area and these questions for 2008 – whom we acknowledge
with thanks.
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•

Credit union’s strategy reflects important things
in the lives of members .......................................3.8
•
Credit union’s services or products reflect cooperative values....................................................3.6
•
Credit union experiences improved benefits when
members thrive.....................................................3.6
•
Credit union has a clear sense of the members’
values, expectations, etc........................................3.5
•
Board ensures employees are educated in cooperative principles..............................................3.5
•
Board ensures delegates are educated in cooperative principles..............................................3.4
•
Staff members are effective in explaining the
co-op’s distinct values...........................................3.4
•
Credit union conducts organized inquiries to find
out what members think......................................3.2
•
Board ensures members are educated in cooperative principles..............................................2.8
•
Credit union distributes information to members
about strategic issues and choices prior to making
a decision..............................................................2.6
Credit unions rate low on how well they communicate
and explain co-operative principles and values to members, the public, and even their own employees and
delegates (2.8 to 3.5 on a 5-point self-assessment scale).
Credit unions rate even lower on aspects of effective
two-way communications with members: conducting
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organized inquiries to find out what members think, and
distributing information to members about strategic
issues and choices prior to making a decision (2.6 to 3.2
out of 5.)
Less than one half (44%) of credit union boards work
with management to develop a member relations and
engagement strategy. One third (34%) follows this up by
identifying criteria to measure the strategy and monitor its
implementation. These results are consistent for smaller
and larger credit unions.
With respect to corporate social responsibility (CSR)
strategy, the survey found that a little less than one third
of credit union boards (31%) work with management
explicitly to develop a CSR strategy, with larger credit
unions more likely to do so (44%) compared to smaller
credit unions (19%). About a quarter (26%) of credit
unions follow this up with measures and monitoring.
These all have to do with a credit union’s distinctives,
i.e. its ownership by its members rather than distant
shareholders, its commitment to co-operative principles
and values, and its active engagement with and stewardship of the local community, society and the environment.
While some credit unions excel in making these a priority,
many credit unions are not. They are not communicating their distinctives well (“sell your strengths”), and
not systematically ensuring or monitoring member,
community and society engagement (“you don’t get
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what you plan – you get what you resource, what you
measure, and what you reward.”) Undoubtedly, credit
unions and their boards have been forced to focus recently
on financial and economic priorities, but in order to
maintain their success and sustain future growth,
member and community engagement will be critical.
How do credit unions engage their
members?
The national credit union governance research then
focused on how credit unions engage members and
encourage their participation, first by asking about
activities other than the Annual General Meeting
(AGM) in order to measure the health of “democracy
without voting.” (see figure 7.2)
Large credit unions are particularly likely to use focus
groups to encourage members to participate in the
credit union beyond the AGM, reported by 61%
compared to 35% of smaller credit unions.

80
70

(%)

40
30
20

We then measured the extent to which member participation is encouraged and members empowered at the
AGM itself:
•

95 per cent of credit unions enable members to
nominate a board candidate,
•
80 per cent permit members to propose a resolution at the AGM, and
•
74 per cent allow members to add items to the
AGM agenda.
These results are also fairly consistent across smaller and
larger credit unions.
With respect to a member being able to exercise the
recall/dismissal of directors during their terms, barely
four-in-ten (42%) of respondents answered that
members could do so.
These figures do, however, far surpass the corporate
sector, where the typical shareholder in a publicly traded

80

Figure 7.2: Credit Union Member Engagement
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What democratic powers can credit
union members exercise?

Beyond the AGM
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• Member Surveys • Focus Groups
• Member Meetings
• Site Visits by Staff • Site Visits by Directors
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company faces almost insurmountable obstacles to
adding items to an AGM agenda, proposing resolutions,
or nominating candidates. In fact, the Securities Exchange
Commission continues to consider ways to change these
practices, spurred on by the recent round of financial
and governance failures at major global firms based in
the United States.
There are limits to the extent that credit unions extend
voting rights to members. Less than one in five (18%)
of credit unions allow proxy voting, and only one of the
responding credit unions permits non-members to
serve as board members.
Both of these practices are often prohibited by provincial statute, regulations or bylaws governing credit unions.
Proxy voting is sometimes regarded as a way to empower
management and the board, and to disempower members,
or at least to dilute the power of engaged members who
come to AGMs. Non-member directors are often seen as
violating the co-operative principle of member control.
There is a case for proxy voting: it is a mechanism that
can broaden out the base of members who are engaged
in the democratic control principle by voting. Some
argue that proxy voting’s time has come, when credit
unions experience difficulty attracting many members
to the AGM, and particularly when bonds of association
(trading areas) are expanding to cover entire provinces,
with members living hours away from the AGM. Proxy
voting can also help to prevent a small number of members from “stacking” an AGM and taking control of a
credit union for its own purposes.11

“A board of directors must approve policies
of ethical business conduct for directors,
the CEO, and other employees. The board
must also obtain evidence that the CEO has
developed and implemented procedures to
promote compliance with those policies.”

Do credit unions use delegates?
Overwhelmingly, Canada’s credit unions indicated that
their voting structure is based on one person, one vote
(85 per cent). The other 15 per cent use a delegate system,
two-thirds based on size (assets, membership or dues),
and one-third based on region (district, geography).
Where delegates are selected based on region/district/
geography it is exclusive to large credit unions, where
ten per cent report this approach.
In credit unions that report using delegates, their
responsibilities include:
•
•
•
•
•
•
•

Electing board members........................ 62 per cent
Involvement in board succession/renewal
................................................................. 47 per cent
Auditor appointment, reporting, questions.............
................................................................. 40 per cent
Representing segments of the membership (e.g. in
strategy).................................................. 38 per cent
Recruiting and selecting candidates to run for the
board....................................................... 33 per cent
Working with the board (e.g. in strategy)................
................................................................. 31 per cent
Other responsibilities (e.g. representing the credit
union)..................................................... 33 per cent

Do credit union boards ensure a code
of conduct and conflict of interest
guidelines?
The research also gauged ethical leadership by boards,
where we found that the vast majority of credit union
boards do take responsibility for a code of conduct
(92%) and conflict of interest guidelines (92%).
These results are consistent across small and large credit
unions, and indicate a significant increase in these practices
compared to the 68% observed for each in 2004.

Standard #8, Standards of Sound Business Practice (Credit
Union Deposit Guarantee Corporation, Manitoba)

11.	 Ontario’s Ministry of Financial Institutions, for example, changed the law to allow proxy voting precisely because of the risk of a small number of people taking
control of a credit union and acting outside the interests of all members.
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8.

Innovation: Learning and Change

Embracing a culture of learning and
change, recognizing that no system,
including a credit union’s gover-

education for both. An organization can excel in
strategy, recruitment, systems, and relationships but
there will always be skills gaps to bridge on the board
and management team.

nance, remains static but is dynamic

Do credit unions orient and educate
directors and the CEO?

The sixth and final governance responsibility is for the
board to encourage and ensure that its organization’s
culture is one of learning and change. This begins with,
but is no means limited to, the development of people
(human resources) in the organization, including
orientation for new staff and directors, and on-going

Orientation and ongoing education programs exist
mostly for board members, and far less so for delegates,
committee members or even the credit union’s CEO.

100
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80

Figure 8.1: Prevalence of Orientation and On-going
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Table 8.1: Comparison of Orientation and On-going Education in Credit Unions over time and with the Corporate Sector

Credit Unions:
2008

Credit Unions:
2004

Corporate

New Director Orientation

70%

50%

83%

Committee Orientation

27%

13%

33%

On-going Director Education

86%

63%

80%

Mandatory Director Education

37%

22%

n/a

CEO On-going Education

60%

48%

68%

This is another area where all of these governance
practices have shown an increase since 2004, indicating
that more credit unions are introducing formal orientation and education programs. In most of these areas,
credit union practice is similar to that of the corporate
sector, keeping pace with a significant increase in

ongoing director education there in the past five years.
And even in CEO development and committee orientation, where credit union practice still leaves a lot of
room for improvement, the numbers are comparable
to Canada’s corporate practice.

Table 8.2: Comparison of Orientation and On-going Education between Smaller and Larger Credit Unions

34

All Credit Unions

Small Credit Unions

Large
Credit Unions

CEO Orientation

20%

23%

19%

Director Orientation

70%

65%

78%

Committee Orientation

27%

30%

25%

CEO Education

60%

53%

69%

Director Education

86%

87%

87%

Committee Education

31%

37%

26%

Mandatory Director Education

37%

30%

44%
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Orientation and education is not an area where larger
credit unions predominate. While larger credit unions
are more likely to have a formal orientation program for
newly elected directors, and to mandate ongoing
director education, it is smaller credit unions that are
more likely to have formal orientation and education
programs for board committees.
Credit unions score highest in ongoing director education, where programs such as CUSOURCE’s national
credit union director achievement program (CUDA)
continues to expand and evolve, providing much
needed capacity-building for those chosen to govern
Canada’s financial co-operatives in these challenging
and uncertain times.12

per director annually, or one-tenth-of-one per cent of
the median revenues of responding credit unions, a small
amount indeed for an area that can make such a difference.
In 2008, we added new questions, to rate on a scale of 1
(“not at all”) to 5 (“a great deal”) to what extent:
•

Board members are adequately prepared to fulfill
their responsibilities.............................................3.7
•
Credit union recognizes, rewards or celebrates new
ideas.......................................................................3.6
•
Staff members are a source of new ideas and
innovations...........................................................3.6
These are fairly moderate ratings, illustrating that the
culture of many credit unions would benefit from a
“shot in the arm”.

What is the level of commitment and
investment of credit unions in
boards?
Credit unions spend a median amount of $12,000
annually on training and development for the whole
board. This represents an investment of only $1,000

The culture of many credit
unions would benefit from a
“shot in the arm”

12. See www.cusource.ca
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9.

Looking Forward

We close out this report, as we ended the research
questionnaire, with three areas that are meant to cast
our eyes forward, to get a sense of what priorities credit
unions are facing in governance and what trends lie just
around the corner.13

and risking member apathy or alienation. At the same
time, competition, shrinking margins and expensive
technology put pressure on achieving “share of wallet”:
member relationship and member loyalty are at the
heart of credit union sustainability.

What are the top strategic issues that
credit unions are facing?

What are the top governance priorities
for credit unions?

One priority will be strategy. The top strategic issues
credit unions report they will face over the next three
years are:

The second priority for credit unions and their boards is
governance. Governance priorities identified by credit
unions include, in order of priority:

1.
2.

1.
2.
3.
4.
5.

Growth – 65%
Profitability, shrinking margins, cost/expense
control – 43%
3. Succession planning – 42%
4. Mergers – 39%
5. Human resources development – 39%
6. Financial stability – 32%
7. Market share, meeting competition, new
products – 29%
8. Member relations, engagement and
participation – 29%
9. Communications and branding – 20%
In the future, member engagement will be critical to the
sustainability of credit unions, as growth and profitability
drivers (the top two strategy issues, above) create everlarger credit unions, weakening the bonds of affinity

Member engagement will be critical
to the sustainability of credit unions

Succession planning – 45%
Policy development – 34%
Director recruitment – 34%
Director and board evaluation – 32%
Accountability – 19%

What are the top priorities for
director education?
Finally, director training and education continues to
be, and will further emerge as, a priority. Respondents
indicate that the top priorities in ranked order for
director training/education are:
1.
2.
3.
4.
5.
6.
7.
8.

CUDA (CUSOURCE’s Credit Union Director
Achievement) – 57%
Governance effectiveness – 48%
Risk management – 45%
Directors’ roles – 40%
Financial management – 39%
Succession planning – 25%
Legislative compliance – 22%
Member relations – 8%

13. Percentages reflect % of respondents giving specified answer; respondents were able to provide multiple responses per question in this section, resulting in figures
that total to greater than 100%.
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About CCA and Brown Governance

The 2008 National Survey on Credit Union and
Co-operative Governance Practices has set new benchmarks in assessing the co-operative and democratic
health of Canada’s credit unions. As a system, we should
not underestimate the importance of this survey and
building on the data and practices we are generating
over time. We know, as a system, that our governance
practices and processes are some of the most robust in
Canada and by benchmarking our practices we can
continue to strengthen them further. This survey now
has a strong baseline to compare our governance
practices – not just against the corporate sector but also
historical data from credit unions across the country.
The 2008 research results show a significant commitment by credit unions and their boards to embracing
governance excellence, and there are numerous transformative and iterative changes noted across the board.
Most of these relate to efforts to enhance the accountability of credit unions and their boards, from codes
of conduct and charters/mandates to performance
measures, formal evaluations and on-line disclosures.

We want to give recognition to the care of duty and
dedication employed on a daily basis by co-operative
and credit union directors. CCA’s Leadership in
Co-operative Governance Awards is one way of recognising these achievements within the sector: for more
details go to http://www.coopscanada.coop/pdf/
Governance/2007/CCA_Governance_Awards.pdf.
This research and report are intended to publicize
comparative benchmarks and to inform co-op and
credit union leaders of governance practices, trends,
and choices as they move forward. At the Canadian
Co-operative Association and Brown Governance Inc.,14
we remain firmly committed to excellence in cooperative governance and welcome your comments,
suggestions, or inquiries.

14. For CCA, see www.CoopsCanada.coop and www.governance.coop. For BGI, see www.browngovernance.com.
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About the Canadian Co-operative
Association

The Canadian Co-operative Association (CCA) is a
national association for co-operatives in Canada,
representing more than nine million co-operative and
credit union members from over 2,000 organizations.
CCA members come from many sectors of the economy,
including finance, insurance, agri-food and supply,
wholesale and retail, housing, health, utilities and the
service sector. CCA provides leadership to promote,
develop, and unite co-operatives and credit unions for
the benefit of people in Canada and around the world.
CCA has built up a reputation amongst its members
and partner organisations within the co-operative
movement for providing content-rich materials relating
to corporate and co-operative governance.

•

•

Institute of Co-operative Studies – this biannual
event is not solely focused on corporate governance, it is recognised that the Institute provides
many opportunities for directors and senior
management of co-operatives and credit unions to
explore governance issues with a diversity of co-op
leaders and experts from Canada and the world.
Leadership in Co-operative Governance Awards
– annual awards sponsored by CCA which recognizes overall governance excellence, excellence in
co-operative governance practices, and governance
leadership amongst leading co-operatives and
credit unions.

The association has consistently raised the bar in terms
of the co-op system’s understanding and knowledge of
the latest thinking and activities relating to governance
and the role of the board and directors. Recent activities
undertaken by CCA in governance include:
•

•

Publication of Governance Matters (published up
to 6 times per year) – this electronic newsletter,
edited by Debra Brown of Brown Governance,
provides an update on recent activities or issues
relating to governance and tackles specific subject
areas such as the role of the Corporate Secretary or
in-camera sessions at board meetings.15
Co-operative Governance Conference – this
biannual event is focused on providing CCA
members’ corporate secretaries and staff responsible for board development an opportunity to share
best practices, knowledge and information amongst
each and learn from acknowledged experts in the
field of corporate governance, member relations,
communications and co-operative systems.

Contact Details

Quintin Fox
Director, Consultancy and Training /
Manager, Member Services
Canadian Co-operative Association
Suite 400, 275 Bank Street
Ottawa Ontario K2P 2L6
Tel: 1-613-238-6711 ext 234
Toll Free: 1-866-266-7677 ext 234
Fax: 613-567-0658
E-mail: quintin.fox@coopscanada.coop
Web: www.coopscanada.coop

15. If you would like to subscribe to Governance Matters please contact Donna Balkan, Communications Manager, CCA (donna.balkan@coopscanada.coop) or go to
www.governance.coop/govmattersnewstools/
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About Brown Governance Inc.

Brown Governance Inc. has over eighteen years of
experience working full-time in corporate governance,
including significant experience gained in working with
boards in the private, public, co-operative and not-forprofit sectors. We understand the challenges and
opportunities of co-operative governance and have
developed a reputation and expertise in this area.

•

•

•

Brown Governance Inc. has developed particular
expertise in the following governance areas:
•

•

•

•

Brown Governance Inc. has developed and tested a
comprehensive principle-based governance system
that has been adopted and adapted by award-winning,
leading governance organizations including The
Conference Board of Canada and BMO Financial
Group (Bank of Montreal) in Canada’s private
sector, federal and provincial governments in the
public sector, and the Directors College in the
academic sector. This principle-based system, is the
basis of our systematic, robust and highly effective
governance review and benchmarking systems.
The roles, responsibilities and relationships and
delegation of authorities of the Board, committees,
Chair, CEO, Shareholder (Members), their appropriate level of engagement including developing
terms of reference, mandates, workplans and
necessary by-law revisions.
Strategic Planning: Facilitated strategic planning
sessions with numerous boards in a variety of
sectors across Canada (including setting of vision
and mission, development of goals, objectives and
strategies and setting of targets and measures
directly aligned throughout the organization.)
Board and CEO selection including needs assessments, skills profiles, search and recruitment and
strategic board succession and renewal (e.g. the
right board size, terms of office, composition, mix,
skills and experience).

•

•

Performance evaluation of the Board, Chair,
committees, CEO (self, peer, individual, 360 degree;
questionnaires, interviews and facilitated dialogue).
Compensation of board and committee members
and chairs (peer data and approach to compensation and compensation committees of the board).
Board functioning (e.g. frequency of board meetings, the relationship of committee meetings to
board meetings and implications for information
management, reporting and accountabilities,
agenda management, reports and presentations to
the board, effective meetings, deliberations and
decision-making, transparency of minutes and
board reports).
Risk Management: Brown Governance has developed a board level risk management system that
has been completely integrated with best governance practices and principles. In addition, we have
a fully developed training program in strategic risk
management for Boards of Directors.
Board Training and Development including pioneering
board governance training seminars across Canada
since 1996, co-founded and key faculty of The
Directors College, and deliver governance training
and director development customized for individual boards.
Contact Details

We are located at:
28 Deakin Street, Suite 102
Ottawa, Ontario K2E 8B7
We can be reached at:
Phone: 613-226-2704
Fax: 613-226-3646
Toll Free: (888) 698-3971
email: dbrown@browngovernance.com
Web: www.browngovernance.com
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