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Abstract

KEYWORDS: Governance, Democracy, Management, Rahipe Role-
Clarity

This paper examines the understanding the salanadagers have of the
role of their board of directors; of their own robs managers and of the
tentative impact of such understanding on the r@tathip between the two.
The study focuses on lIrish credit union managerstemnms of their
perception of these roles and how their perceptiotpacts on the
relationship between the manager and the board.

With relatively little research in this area of voltary organisations, the
findings may impact on the approach to managenretiia sector. Credit
Unions are a unique financial institution being wmait societies that exist
to attain the economic and social goals of the nastbp. Credit Unions
part of the ‘Not-for-Profit’ sector which includezharities, trade unions
and public sector bodies. They are run by voluntboards and thus
present an ideal model for examination in relatitm developing best
practice of management for the voluntary sector.

The results of this work show that there is no @entifiable model of
management being applied in credit unions. A paghip approach has
been adopted in the main, by the credit union baafrdlirectors of the
credit unions and their managers. There are areash as strategy,
monitoring, communications and governance wherenmtheagers provide
support to the board in accomplishing their funaso A need for board
and the credit union movement in general, to suppad recognise the
value of managers is identified.

The recognition that Irish credit unions are becogiimore professional

and that they have evolved into organisations thas greater need for
formal governance is emphasised. Implicit in thithe need to recognise
the value in understanding the necessity for aedhiapproach by the
governors of credit unions and those that work @sefonally in leading

the provision of the day-to-day delivery of theamgations strategy and
vision.



PALABRAS CLAVES: Gobierno, Democracia, Direcciorsodiacion,
Papel - Claridad

Este documento examina el concepto que los direstasalariados tienen
del papel de su consejo de administracion, de sapipr papel como
directores y del impacto provisional que dicho cepto podria tener en
las relaciones entre ambos. Con una investigacelativamente pequefia
en este campo de organizaciones de voluntarioscda€lusiones peude
impacto en el enfoque dirigido a la direccion ersettor.

Las cooperativas de crédito son las Unicas institues financieras y

mutuas a su vez que existen para alcanzar los iebgeteconémicos y
sociales de las personas que forman parte de lagas. Forman parte del
sector “sin &nimo de lucro” en el que se incluyenganizaciones

benéficas, sindicatos y entidades del sector pobkstan gestionadas por
consejos de voluntarios y presentan por ello unetwiieal de examen en
relacion con el desarrollo de la mejor practica destion para el sector
del voluntariado.

Los resultados de este trabajo muestran que noeextismodelo de gestion
unico identificable aplicado a las cooperativasatédito. Se ha adoptado
un enfoque de asociacién en general, por parte ae donsejos de
administracién de las cooperativas de crédito y directores. Existen
areas tales como estrategia, seguimiento, comuitinas y gobierno, en
las que los directores colaboran con el Consejoapalr cumplimiento de
sus funciones. Se ha manifestado una necesidadahslejo y el sector de
cooperativas de crédito en general de apoyar y mecer el valor de los
directores.

Se pone de relieve el reconocimiento de que laperativas de crédito
irlandesas se estan volviendo mas profesionalesey&stas evolucionan
hacia una organizaciéon con una mayor necesidad rdgabierno formal.

Implicita en dicho reconocimiento se encuentraXeencia de reconocer
el valor de entender la necesidad de un enfoquendin por parte de los
dirigentes de las cooperativas de crédito y por tpade aquellos
profesionales cuya labor se centra en proporciodi a dia la estrategia
y la visién de las organizaciones.



MOTS-CLES : Structure de Direction, Démocratie, tidas Partenariat,
Roéle-Clarté

Ce document étudie le rdle des cadres et leur céhgrsion au sein du
conseil d’administration, leur propre réle en tamiie directeurs ainsi que
I'impact provisoire d’'une telle compréhension ses Irelations entre les
deux. A laide de recherches relativement courtesmisdce domaine
réalisées sur des associations d’intérét génées, résultats peuvent a un
iImpact sur I'approche du management au sein dwesect

Les Coopératives de Crédit sont uniguement degutiehs financiéres
soit des mutualités qui existent dans le but diathes les buts sociaux et
économiques des personnes qui s’engagent en teningmbres. lls font
partie du secteur ‘Not-for-Profit’ (a but non ludif qui inclut les
organismes de charité, les syndicats et les orgapesrtenant au secteur
public. Elles sont dirigées par des commissionfontaires et par
conséquent présentent un modele idéal qu’il faaerer en matiére de
développement des principes de bonnes gestiondgualontariat.

Les résultats de ce travail montrent qu’il n’exiptes de modéle de gestion
identifiable appliqué au sein de coopératives d&ditr Une approche de
partenariat a été principalement adoptée par leasgils d’administration
et gestion des coopératives de crédit. Il existaambreux domaines tels
gue la stratégie, le suivi/contréle, les communars et la structure de
direction a travers lesquels les managers fourmss@ soutien au Conseil
dans I'accomplissement de leurs fonctions. Uningsour le Conseil et le
secteur des coopératives de crédit en généralpdiesir et reconnaitre la
valeur des managers, est identifié.

La reconnaissance suivante est mise en valeurCéepératives de Crédit
Irlandaises deviennent plus professionnelles et éwblué vers une
organisation qui a des besoins plus importants d#&iscadre d'une

structure de direction reconnue. Un besoin impdicde reconnaitre la
valeur dans la compréhension des besoins d’'unecabg commune par
les gouverneurs des Coopératives de Crédit et pax aui travaillent

professionnellement dans I'approvisionnement qienidles stratégies et
vision des organisations.



Introduction

This study focuses on Irish credit union managerstarms of their
perceptions of their own role and the role of tloard of directors. The
paper also examines how this perception of rolepagts on the
relationship between the manager and the boarce pHper commences
with an introduction to the Irish credit union movent drawing from the
primary researcher’'s experience as a practitiongnirwthe movement.
This is followed by a brief summary of the litenawon the main concepts
under discussion. The paper then presents the mfralings of the
research into the managers’ perceptions of thég and the role of the
board of directors and concludes with a generaludision of the key issues
raised for credit unions.

Credit Unions - a context

Credit unions are part of an international systamoenpassing 46,377
credit unions in 97 countries around the world, béing 172 million
members to gain access to affordable financialisesv[25] (WOCCU
2006). The first 3 credit unions in Ireland were formied1959 with
approximately 200 members and €520 in shareholdiBy. 2005 there
were 530 credit unions affiliated to the Irish Leagf Credit Unions [14]
with azn overall membership of over 3 million andets of over €14.2
billion“.

Much of this growth has taken place in the lastyears. This rapid growth
has placed increasing pressure on the governangd#uses of Irish credit
unions. Therefore, a clear understanding of the oblthe board and the
manager is essential for good credit union govar@anNhile the roles of
director and management are distinctive, the wmlahip between the two
provides a critical foundation for good governamcel business success.
This paper will focus on that relationship from tperspective of the
manager.

L woccuU - World Council of Credit Unions.
2 ILCU Annual Report: 2006:86.



Roles in the credit union — the voluntary board andhe manager

A credit union is a not-for-profit voluntary orgaation with co-operative
principleS. A board of directors are elected by the memiens their
membership to run the credit union on their behhiflreland the functions
of the board are set down in the Standard Rule€fedit Unions (ROI).
Rule 75 states the board have “responsibility foe general control,
direction and management of the affairs and recofdte credit union.”
These functions are in line with the functions sett for voluntary
organisations as indicated by Harris ([10] 198%][1993) and Widmer
[24] (1993) - the functions of accountability fohet organisation,
formulation of policy, safeguarding the resourcéshe organisation and
acting as the link between the organisation andetmaronment. These
functions compare closely with that expected ofoartl in a corporate
company, expressed by Lorsch ([15] 1989) as a @fclenctions based on
continuous phases of planning, (formation of plujgsy and approving
policy), resource provision (human and capital),d aevaluation
(performance appraisal and environment). The ndkifference is that
credit unions and voluntary organisations have bottom lines —
economicand social - resulting in a much more complex orgaiosal
culture and management process.

To fulfil their functions, the credit union boardeain role should be to
formulate and develop a strategy for the delivdritsocore philosophy on

behalf of its members. The board ought to thergitke the day-to-day
operations of the organisation to the manager liwatehat strategy. Thus,
the role of the manager in a credit union shouldgdo manage the day-to-
day operations of the credit union and report batks implementation to

the board of directors. The Republic of Irelanchdficial Services

Regulator ([20] 2005) supports this view and poiotdg the need for

directors to focus on strategic planning, policwelepment and proper
oversight rather than engaging in “hands on agtivit

3 Credit unions are credit co-operatives that existttain the economic and social goals
of the people who comprise its membership and sarphonies arising out of the
operation of a credit union belong to the membeks. a financial co-operative, each
credit union is committed to the Co-operative Hptes of the International Co-
operative Alliance Ittp://www.coopscanada.coop/aboutcqoplhese seven principles
form the foundation of identity as a credit unidn} Voluntary and open membership.
2.) Democratic member control. 3.) Member econopaidicipation. 4.) Autonomy and
independence. 5.) Education, training and inforamti6.) Co-operation among co-
operatives. 7.) Concern for community.




Henri Fayol [7] in 1908 listed the functions thaamagers perform as
planning, organising, motivating/leading, contmdlimeasuring, and
coordinating. Functionally these involve areashsas human resource
management; operations management; strategic maeage marketing
management; financial management; and informatia@thriology
management. It is interesting to look at a congoaribetween the roles of
the credit union manager and his/her counterpag conventional bank.
In the bank, the manager has a national and relggu@port structure
which includes a human resource function, promoéiod marketing back-
up, information technology infrastructure, lendingtes and investment
portfolio management and so on. In conventionalklmy, even the
function of underwriting loans is removed from lbdaanch decision
making and centralised nationally. This contrasith the role of the 326
managers of credit unions, each who work with tagtonomouwoluntary
boards. The directors provide limited time, uspalltside of their normal
day jobs, to support their manager in the develoiraed delivery ofll
the above functions.

As managers’ are in a position of having greatewadge, this can put
them in a position of power. This has resulted inuaber of theories
(Agency-Principal Theory; Managerialism, and Enttlement Theory) to
suggest that the manager must be “controlled” ie ihterest of the
organisations and its owners. Managerial theoppsetts this — the opinion
of Berle and Means [26] (1932) is that althoughketelders may legally
own and control large corporations, they no longéectively do so,
control having been ceded to a new professionalagemmal class. Some
believe that managers may effectively create thigaton by acquiring a
position of permanence through the developing obwkihow and
managerial skills in such a way as to make themsemdispensable
thereby pursuing a “true strategy of wilfully s@goig themselves into the
organisations assets” (Gomez [9] 1996, Bataile-OCtedd Huntzinger [1]
2004, Fama [6] 1980). In the literature this ifereed to as “Entrenchment
Theory” (Keasey, Thompson and Wright [27] 1997hleSer and Vishny
[22] (1989) maintain that entrenchment may have thdortunate
consequences of giving the manager excessive paweelated to
performance and rewards them to the detriment efaiganisation. Of
course some boards may be willing to cede powarr@nager. As Harris
[11] (1993) points out, many governing bodies da mperform the
functions officially prescribed to them or do sadiequately (Bradshaw et
al [3] 1992). They identify that the gap may beeda lack of knowledge
on the part of the board; being unaware of thections allocated;
misinterpreting the role of the paid staff to inw@lcarrying out all key

* Irish Credit Union Managers Association data 2006.



functions; or believing that the role of the govegibody is no more than a
ceremonial conformity. However Feek [8] (1982)etbthat boards may
be very clear on their official function as a gavag body but are

dependant on the staff to inform them and help tirearrying out their

governing function. Similarly Platt et al: [19]1985) identified that the
extent to which the board is able to perform tlodiicial functions may be

dependent on what staff is prepared to allow.

On the other hand, Stewardship theory (Donaldsah Rawis, [5] 1991,
Muth and Donaldson, [17] 1998 and Hung, [13] 1988)n contrast and
assumes that managers work in the interests afrtfenisation rather than
solely in their own interests and thus act as @ffecstewards of the
organisations resources resulting in senior manageand the board seen
as partners. Bradshaw et al [3] (1992) identifibdt the role of a
governing body is not susceptible to implementatiomsolation from the
other organisational roles but rather is contingerd interdependent with
the role of the staff. Rochester et al [21] (198Rind that a lack of clarity
or agreement about the board’s role existed in sorganisations. This
ambiguity could be explained in terms of tensiotween controlling and
partnering the salaried staff — controlling beirfge tresponsibility of
ensuring that the manager is effectively and edffity delivering on their
management role batiso partnering by working “hand-in-hand” with the
manager at such a level that results in sufficeqport and professional
advice to the board in its functions. Cornforthd @dwards [4] (2003)
state that a division between directors and masafgeictions based upon
the directors as the strategic decision-takers &mel manager as
implementer is both simplistic and anachronistiaimodern managerial
culture. They raise the view that:

“...More pertinent are the boundaries within the ségic
management function, between what managers andiboar
members do. Clarifying and implementing these
boundaries may improve the work by managers than
simply supplying board members with copies of
operational papers to ‘receive’, note’ or ‘approve.

Their view is ‘that to identify and present to the board whattategically
significant in operational information, reports amtivities requires time,
skill, board input and a high degree of trust besawdooard members and
senior managefs As stated by Cornforth, Edwards: [4] (2003:78)
partnership approach.”
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Olsen and Brunn ([18] 2003) identify that a co-@ee must be structured
so that its board receive accurate, complete andlyiinformation from

the manager and suggest a unified strategy dewusethe board and
management will support this structure of inforratflow to the board.
Thus, the role of the manager and the board atedtse, but they are not
independent of each other. Greater importance tmeigilaced on clarity
by the voluntary board of their own role, and aiddially the role of the

manager, to ensure that the manager is supportéelite@r the day to day
functionality of the organisation.

The Study

Research Method

The aim of this research was to present the vidwheomanagers on the
current practices in relation to the role betwems board of directors of
credit unions and salaried managers. The reseagethod of a qualitative
approach suited the scale of the research and edl@vless standardised
and more investigative examination and enabled got@iaction between
the researcher and the participants. The primesgarcher is a practitioner
in credit unions for twenty years and having seruedll the principal
officer’ roles over that period, has a deep un@ading of the sector. This
gualitative research sought to convey the compfewnit reality in a
descriptive, personal and narrative form which wloigdad to a good
understanding of the manager’s perspective. Thpeetory research was
conducted with a total of 10 credit union manadem credit unions with
a range of characteristics. Factors consideredlentifying the credit
union managers for this research were that theydvo@ drawn from both
genders, from rural and urban settings, from a watege of asset bases
(>€45 million to <€80 million) and that all wouldate similar service
products. The researcher was also interestedclndimg an occupational
common bond credit union, having a broad spreathennumber on the
boards of the credit unions (from 9 to 15), andthe number of staff
working under the managers’ (which ranged fromtte s 2 to over 30).

Of the managers interviewed, the majority had breeruited from outside
of the credit union movement, with only two comitigough internal
promotion. Only a small percentage of these masagame from the
conventional banking sector. The majority of thogerviewed have been
in their posts for more than five years or longeklmost all, with the
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exception of one, had third level qualificationsimarily in management.
It is interesting to note that more than half af thanagers interviewed had
participated in the credit union diploma or degireen University College
Cork with one considering the Masters in Co-opeeatand Social
Enterprise.

The Findings

Manager’s perceptions on the roles of the board ahé manager

The interviewed managers were asked to outline whay felt the
functions of the board were. In their responsey thé stressed that the
function of the board was to manage all areas deitef the day-to-day
management operations. On further probing, thejineak areas such as
setting the strategic direction for the credit wmimverall control and
management of the organisation, protection of asaetl ensuring good
governance and compliance. These functions idedtlhy the managers
are very much in line with the broad categoriesgsgted by Harris ([10]
1989) ([11] 1993b) and Widmer [24] (1993).The majoof managers felt
that their board partially fulfilled their functisn managers gave a range of
responses relating to “operational control” or “dsnon” involvement
being too strong. The following quote from a magragums this up very
well:

“The board is not strategic enough and is too imaal in

the day-to-day matters.”

Managers were also asked to outline what theytheitr own function was
in the credit union. All of the managers indicatedt their role was to
manage the day-to-day operations of the credit ummzluding human
resource management, ensuring organisational cangdj marketing,
financial management and information technology ag@ment. They
understood their role was to carry out the directiof the board and they
indicated that they would do this even if a deciswas contrary to their
professional opinion. One manager put it as fadlbmmy role is to carry
out the directions of the board of directors.ln this research managers
displayed clarity on their own role and saw a ckgparation between their
role and that of the board. Managers also havenstzofull understanding
that the functions of the board of directors areetgthing outside of the
day-to-day operations of the credit union” and thair role as manager is
“to carry out the directions of the board of diggst. The majority of
managers indicated that they carried out the dajatooperations of the
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credit union while also supporting the board inirthrele delivering its
functions and objectives. As well as having anearsthnding of and
commitment to their role, the majority of managexpressed a high level
of job satisfaction including the responsibilitiespected of them and the
remuneration received. It is also important tohhght that managers
generally displayed strong commitment to the cradion ethos and many
had participated in training specific to creditams. This, along with the
high level of job satisfaction may help to explarhy the majority of the
managers interviewed were willing to make contitmg considerably
above the requirements of their job descriptioteoms of employment.

All managers spoke about how the extensive rolghef credit union
manager is not fully appreciated. When askedt®haw challenging they
felt it is to manage a financial co-operative altras of the managers felt
that it was an extremely challenging job. One ng@natated that

“Some credit union people think that the managezsioot
care what happens — that the success or failurehef
credit union will not affect the manager as it'® thoard of
directors that carry the ‘can’. This is totally aorrect;
any manager will tell you this is not the casesdimething
goes wrong in a credit union, it is the manager’s
reputation, their livelihood and future career thatvery
much in jeopardy.”

Most managers spoke about the role of managingeditannion being a
very atypical and challenging job in today’'s enwmeent. They felt that
there is a great responsibility on the manager ofedit union to ensure
that the business is run properly and there ised er a high level of
expertise with the ability to multi-task. This apon is supported by
findings of Steward [23] (1996) who states thatnglavith the skills of

planning, organising, co-ordinating, controlling dafeading, managers
need to know how to trade, bargain and to compr@emiShe states that
most managers also need political skills, the @it recognise conflicts of
interest and the ability to enlist support to fertbnes own job objectives.

Relationship between the roles — the manager’s peive

While the managers felt that the board were resplenfor areas such as
policy setting, governance and strategic directtbay, at same time, were
very clear that while the board was “legally resqble” for areas such as
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good governance they, as managers, were the oresltmately “carried
out the functions” to ensure that the organisatsonompliant and that all
the proper governance requirements were establishedeir credit union.
Therefore as one manager stated “a partnershipekeatthe manager and
the board is essential’. This is very much in liwgh Cornforths and
Edwards [4] (2003) opinion that a division betwekmectors and managers
functions based upon the directors as the stratbgpision-takers and the
manager as implementer is both simplistic and aeadstic in a modern
managerial culture and a high degree of trust batweard members and
senior managers in a partnership approach is fae nealistic.

However, the role of the manager is to provide rimiation to the board so
that the board can fulfil their functions. Feek [8982) noted that the
extent to which members of the governing body avara of their official
functions may be dependent on the extent to whiath see themselves as
having a responsibility to “develop” and inform ithboard. However, a
board must take its own duty of responsibility tes@re that it is fully
aware of its functions and statutory duties anduensghat it establishes a
sufficient model that enables them to understarat the practice and
procedures in the credit union are meeting thdegia aims of the credit
union It was the view of one manager that the runnihg oredit union
was very complex for a board and thdte members of my board are very
good at hands on roles — where they can see resutte short-term, but
they do not see the big picture really or fully arstand the complexitié€'s

Another manager commented that thuerentboard in the credit union was
willing to fully embrace its duties and governamesponsibilities and they
are happy to do so, but over the previous yeatsmd been left to the
management to ensure statutory duties were compligtd When asked
how the credit union monitored changing regulatsord legislation, the
response indicated that it was the managers view ithwas them, as
managers, that were keeping the board updated wnnmaters in these
areas:

“The key members or principle officers do know wihair
statutory duties are, while others have a graspthsd
ideals of credit union and community ethos, but the
requirements of legal, technology, control aspetts are
beyond their comprehension.”

The Managers highlighted the importance of theimaggement role in
supporting the board in ensuring that the many eomhplex areas of

14



governance are being fulfilled. The following issample of the areas of
legislation and compliance concerned: health &tyaegislation; money
laundering; Section 35 (ROI Credit Union Act (1997)employment

legislation; equality; data protection; quartednd annual prudential
returns; annual external audit; revenue tax c@npé; investment
compliance with the trustee status order and ca@npé with insurance and
savings protection scheme requirements. This extedist highlights the

difficulty for a voluntary board of directors inlfiling these obligations

without the support of the manager.

Recognition and support from the board for the magex’s role

Managers felt that the boards recognised the haethe manager played
was that of running the business of the creditmiaiod all but one manager
felt that the board had delegated sufficient autjpadio enable this to
happen. All the managers had confidence in thaards’ decision-making
ability and there was confidence that the board levawt accept a
recommendation from the manager without questioning rationale
behind the recommendation.

However, nine of the ten managers interviewed tfedit their view was
usually accepted by the board but this would ndyrfallow a business
case being presented on the options and/or bagkdxy ghe rationale for
the manager’'s view. All managers felt that thefluenced the direction of
their credit union. One manager stated thatduld not be doing my job
right if | was not influencing the direction of gheredit uniof.

Managers need financial resources if they arefecefely carry out their
role. This is normally structured in the form of annual budget. Only
forty percent of managers, when asked if their itne@gion worked within

the realms of a yearly budgeting system in relationthe day-to-day
running of the credit union, stated that their dreshion had an annual
budget in place. One manager stated that whilg tied no budget
formally set, they had a “notional” budget in plagkich was to “basically
Improve on last years figures”. This is of concea® the need for an
objective measuring system that would identify @dg margins, rising

costs and provide comprehensive financial and obmtformation that

would be useful in the decision-making processritical. These findings
are interesting as they raise questions regardiedetvel of understanding
the boards may have of these sectors of the arathih business if there is
no identifiable financial budget system in placaiagt which objective
measuring of the growth of the organisation cacdreied out.
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To achieve their role, managers need clear comrmatiaic channels with
the board. Nine of the ten managers interviewgéehdtthe full monthly
board meetings of their credit unions. Outsidetltd board meeting,
managers need to have clear communication chammttlgshe board; this
Is usually in the form of an allocated represew&idr executive group
from the board. Seven out of the ten managersvietged communicated
generally with an allocated person (usually thadueer or chairman) and
did so at least once a week but normally 2-5 time@gek in person or by
telephone or email. Biebers’ [2] (1998:) reseametparding the enhanced
role of the chairman is relevant to these credions where he noted the
main functions of the chair were seen by managgrshairing meetings,
leadership and working closely with the managed #e other members
of the board entrusting the chair with establishengelationship with the
manager that would form a crucial link between fstafd board. This
position could be used by the chair to overseenthrager’s performance
and to monitor the manager’s approach and usetidynanager to gain a
closer involvement in the non-professional (polidgkisions and safeguard
their control over the professional (day-to-daygea of responsibility. It is
identified as a simultaneously positive workingateinship between the
manager and the board. The managers stated thahdtters that were
discussed by the managers and the allocated pewsoe day-to-day
operational matters. In the view of the manag#ne’ purpose of these
meetings was to keep the board informed or seeladvece, opinion, or
direction of the board, through this allocated pers Eighty percent of
managers made reference to the very good relaipnisy had with this
allocated person and how valuable it was to thethere role as manager.

Another important source of support to a managemighe form of
structured feedback on their performance. This lmarcarried out in the
form of a performance management appraisal whisbsses the manager’s
performance, potential and development needs. i$hiseffect one of the
functions of the board of directors where they raguired to monitor and
evaluate staff. Less than half of the surveyeditmnions had a formal
process in place to carry out this monitoring andl@ation process. This
may indicated that the board of directors are roperly fulfilling this
function. Without a system to carry this out ifoamal manner, the credit
union board is missing the opportunity to undemtdahe managers’
perspective, their training needs, and the mean$ulty evaluate the
manager’s work.

The researcher posed the question “Do you think tthere should be a
mechanism to measure the effectiveness of boarfits example some

16



form of internal yearly self evaluation or an odesconsultant to work with
the board to identify weaknesses as a board?” oflthe credit union

managers responded in the affirmative. The masadgjer not see it as a
negative proposal as it would provide a measurettierboard and that
would increase standards. A number of managetsdsteowever that it

would have to be done correctly with the right miens as it could be
negative for members of the board and could hawnegative impact on
current activities of the board if the member’s faegnce was undermined.
Lorsch ([15] 1989) recommended a regular evaluagbrthe board. A

number of managers felt that the board was meadwyrébde membership
yearly at the Annual General Meeting.

Discussion

The interviewed managers in this research wererlglewvare of the
separation between the role of the board of direcamd the role of the
manager. This may explain why the relationshipveen the board and
manager in the studied credit unions would stroagigear to be one based
on partnership as identified and discussed by ©adimfand Edwards [4]
(2003). The factors which appear to support tlagnership role include
the informal structure for communications, advicevpsion, support and
direction through allocated person/persons frombib&rd of directors and
the many compliance and legislative requirementh@fcredit union being
fulfilled by the managers on behalf of the boaradlméctors. The findings
in this research show that there is little to supfte managerial (or rubber
stamp) model of management of credit unions andfearyor threat of the
Managerialism Theory that the board may perceivethair manager
“taking control” or “side-lining” of the board wodlnot appear to be the
intention of the managers. Boards researched ansidered by the
managers to be active in the role of taking th&mn alecisions - decisions
which may be based on advice from their professiorenagers. Indeed
from this research and to paraphrase Herman’s {ie®y 1981) it could be
said that credit unions are more likely to be sesfi¢ where managers
take responsibility or show concern for board depeient. Evidenced in
the research findings is tmeality of the credit union movement from the
manager’'s perception, that there is a great depeydand reliance by
boards of credit unions on their managers to pesigbport for the board’s
creation of strategy, its management processes iendgovernance
compliancy.
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Managers also clearly showed that they understbatithe responsibility
of the board of directors, as the representativéseomembers of the credit
union, lay in devising the overall direction of theedit union rather than
the day-to-day running of the credit union. Howetbkey at the same time
indicated that a number of board members do ndicgrftly recognise the
differences between operational or strategic netad continue to involve
themselves in the day-to-day operations of theicredon. Within this
understanding of the boards’ role, the managerd te view that for
boards to fully discharge their duties in relatimngovernance and legal
requirements, they needed to be supported by thavager. Boards and
managers seem to have worked out practically arahieffective manner
how to ensure they both are working for the sanseilte- a successful
credit union for the members. However, while thisra structure in place
which supports the development of a relationshipartnership, it needs
further improvement as the majority of managersriniewed felt that that
there was lack of understanding of the full exi@inthe responsibilities of
the manager and that the role of a credit unionaganlacked proper or
formal recognition. Managers, in the main, do Im@te a formal appraisal
system and this is a weakness that should be addnescredit union
boards. It would allow the managers the opporuibit express their
concerns and display the magnitude of the respiibgibf their job along
with allowing the board to establish targets andmoo and evaluate their
delivery.

From this research of the manager’'s perspectiveesiraredit unions have
Issues to address such as; strategic planning;tonmg/evaluating; and
preparation for greater governance. Not all boastdswed a strong
commitment to address these areas or the aredanofipg expenditure and
the establishment of a yearly budget. These perdeiveaknesses could
indicate a lack of understanding of the functioigh® manager by the
board making assumptions that these areas areonabhsideration at a
strategic level. This may indicate a need for fairmdependent evaluation
of the board members (and agreed consequence® lino#rd members in
advance if planned improvements for board membersiat adhered to.).
This model of development of the board may provigevital missing link
in Cornforths and Edwards [4] (2003) theory of parship. Partnership
can only be meaningful if both parties have eghallenges in maintaining
standards. The role the manager could play in ithiensuring an
independent evaluation of the board, under agretatia, within an agreed
timeframe.
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Concluding Note

This research shows that a form of a partnershigeins being applied in
the credit unions involved in this research. Hogrewvhis area merits
further research that includes a greater reseaodi and a balanced
approach taking research from both the board @&ctbrs and managers
perspective.

From the managers’ perspective, there is an idedtrieed for directors to
focus on strategic planning, policy development gwdper oversight
through monitoring and evaluation rather than emgpgn “hands on
activity”.

This research also raised the issue of a partqeegiproach and how that
can be formulised into a defined model that caad@pted in organisations
with a voluntary board. There is need for thigtiehship to be measured
in a tangible fashion to establish if a partnersisipn place and more
importantly if it is working and how it can be ingwed.

Another important matter that was identified was tbsue regarding the
form of partnership. Can a relationship be consde true partnership if
there is a mechanism for evaluation of one parth wenalties in place if
the targets are not achieved and no mechanismate dbr evaluation of
the other party?

What is clear is that Morgan’s ([16] 1986:339) stuwh organisations is
backed up by the findings in this research:-

“The many theories and ways of thinking about

organisations do not match the complexities and
sophistication of the organisational realities”

19



Reference

[1] Bataille-Chedotel, Huntzinge(2004) Faces of Governance of Production
Co-operatives: An exploratory Study of ten Frenchoperatives, Annals of
Public and Cooperative Economics 75:1.

[2] Bieber, M. (1998) The Governance of Public and Non-Profit Qig@ations,
What Boards Do? Routledge, London.

[3] Bradshaw, P., Murray, V., and Wolpin,(1992) Taking the strain of change:
U.K. Local voluntary agencies ether the post-Thatgberiod. Non-profit and
Voluntary Sector Quarterly, 21(3): p. 211-225.

[4] Cornforth, C. Edwards, G2003) The Governance of Public and Non-Profit
Organisations. What do Boards dB&pughledge, London.

[5] Donaldson, L. and Davis, {1991) Stewardship Theory or Agency Theory:
CEO Governance and Shareholder Return. Austrabamnal of Management,
16 1. p. 49-64.

[6] Fama E.F.(1980) Agency problems and the theory of the firdournal of
Political Economy, 88.

[7] Fayol, H., Storrs, C.(Translated) (1979) Administration Industrielle et
Generale. Dunod.

[8] Feek, W.(1982) Management Committees — Practicing Commutawptrol
National Council for Voluntary Organisations, Lomdo

[9] Gomez P. Y.(1996) La Mémoire des organisations, L’'Harmattaarj?

[10] Harris, M.(1989) The Governing Body Role: Problems and Reimes in
Implementation, Non profit and Voluntary Sector Qedy, 8, 4, p. 317-323.

[11] Harris, M. (1993) Exploring the Role of Boards Using Total idtes
Analysis. Non Profit Management and Leadershig3, 3. 269-282.

[12] Herman, E. (1981) Corporate Control, Corporate Power Cambridge
University Press, New York.

[13] Hung, H.(1998) A Typology or A Theory of the Role of Govarg Boards.
Corporate Governance, 6, 2, 101-111.

20



[14] Irish League of Credit Unions (2006).CU Annual Report 20Q5Irish
League of Credit Unions, Dublin.

[15] Lorsch, J., Maclver, E(1989) Pawns or Potentates- The Reality of
America’s Corporate Boards, Harvard Business S¢hdSA.

[16] Morgan, G. (1986) Images of Organisations, &SBgblications. Beverley
Hills. California.

[17] Muth, M. and Donaldson, L(1998) Stewardship Theory and Board
Structure: A Contingency Approach. Corporate Goaroe 6, 1, p. 5-28.

[18] Olsen B.T., Brunn A(2003)Governance and Co-operatives: The search for
a Model. Mapping co-operative Studies in the neWlermium, Victoria, Canada.

[19] Platt, S. Powell, J. Piepe, R., Paterson, &l 8myth, J(1985) Control or
Charade? Portsmouth Polytechnic, Portsmouth.

[20] Regulator of Irish Credit Unions (2005) Talikwgn at the Diploma in Credit
Unions Studies Summer School.

[21] Rochester, C. Harris, J. and Hutchison, R9@®Building the Capacity of
Small Voluntary Agencies: Final Reportondon: Centre for Voluntary
Organisations, London School of Economics.

[22] Shleifer A., Vishney R.W.(1989) Manager Entrenchment. the case of
manager specific investment, Journal of Financari®mics, 2.

[23] Steward, R. (1996) The Reality of Management. Fourth EditioranP
Books, London.

[24] Widmer, C. (1993) RoleConflict, Role Ambiguity and Role Overload on
Board of Directors of Non-profit Human Service Onggation. Non profit and
Voluntary Sector Quarterly, 22,4, p. 339-356.

[25] World Council of credit unions, (2006%tatistical Report, WOCCU,
Wisconsin.

[26] Bearle. A., Means. G.(1932) The Modern Corporation and Private
Property. The MacMillian Company, New York.

[27] Keasey. K., Thompson. S., Wright. M., (199The Corporate Governance

problem — Competing Diagnoses and Solution in Cra@ Governance.
Economic and Financial Issues Oxford UniversitysBrg. 3-5).

21



22

This yearly series of working papers (WP) aims tobligh
essentially works in English or in French resultipm the
scientific network of CIRIEC and more specificaitg working
groups. The WP are submitted to a review process are
published under the responsibility of the Presiderit the
International Scientific Council, the president thfe scientific
Commissions or the working groups coordinators ainthe editor
of the CIRIEC international scientific journal, tA@nals of Public
and Cooperative Economics

These contributions may be published afterwards iacientific
journal or book.

The contents of the working papers do not involviRIEC's
responsibility but solely the author(s') one.

The submissions are to be sent to CIRIEC, Univerdé Liege ad
Sart Tilman, Bat B33 (bte 6), BE-4000 Liege, Belmq

Cette collection annuelle de Working Papers (WR)destinée 3

accueillir essentiellement des travaux en frangaien anglais issus

du réseau scientifique du CIRIEC et en particdeses groupes d
travail. Les WP font l'objet d'une procédure diésion et sont
publiés sous la responsabilité du président du €basientifique
international, des présidents des Commissions tHtigres ou des
coordinateurs des groupes de travail et de la rédaale la revue

scientifique internationale du CIRIEC, Iésnales de I'économige

publique, sociale et coopérative

Ces contributions peuvent faire I'objet d'une #tion scientifique
ultérieure.

Le contenu des WP n'engage en rien la respongadilitCIRIEC
mais uniquement celle du ou des auteurs.

Les soumissions sont a envoyer a l'adresse du CIRUBiversité
de Liege au Sart Tilman, Bat B33 (bte 6), BE-400i&gk,
Belgique.

|




Publications

2008/01

2008/02

2008/03

2008/04

2008/05

2008/06

L’économie sociale dans I'Union européenne
Rafael CHAVES & José Luis MONZON CAMPOS

The Social Economy in the European Union
Rafael CHAVES & José Luis MONZON CAMPOS

An analysis of the relationship betweenctieglit union board and the
manager — The managers perspective
Kathleen PRENDERGAST, Noreen BYRNE and Michael WARD

L’économie sociale en France dans une perspeatiapéenne
Edith ARCHAMBAULT

Economie Sociale : une pratique de réguldérritoriale
Philippe VAESKEN & Maria ZAFIROPOULOU

Strategic Management in Social Economy -o\@rview of Social
Solidarity Cooperatives in Portugal
Isabel NICOLAU & Ana SIMAENS

23



CIRIEC (International Centre of Research and
Information on the Public, Social and Cooperative
Economy) is a non governmental international scientific
organization.

Its are to undertake and promote the
collection of information, scientific research, and the
publication of works on economic sectors and activities
oriented towards the service of the general and
collective interest: action by the State and the local and
regional public authorities in economic fields (economic
policy, regulation); public utilities; public and mixed
enterprises at the national, regional and municipal

levels; the so-called "social economy" (not-for-profit

economy, cooperatives, mutuals, and non-profit

organizations); etc.

In these fields CIRIEC seeks to offer information and
opportunities for mutual enrichment to practitioners and
academics and for promoting international action. It
develops activities of interest for both managers and
researchers.

Ccirli
|

Le CIRIEC (Centre International de Recherches et
d'Information sur |I'Economie Publique, Sociale et
Coopérative) est une organisation scientifique
internationale non gouvernementale.

Ses sont d'assurer et de promouvoir la
collecte d'informations, la recherche scientifique et
la publication de travaux concernant les secteurs
économiques et les activités orientés vers le service
de l'intérét général et collectif : I'action de I'Etat et
des pouvoirs publics régionaux et locaux dans les
domaines économiques (politique économique,
régulation) ; les services publics ; les entreprises
publiques et mixtes aux niveaux national, régional
et local; [I'économie sociale: coopératives,
mutuelles et associations sans but lucratif ; etc.

Le CIRIEC a pour but de mettre a la disposition des
praticiens et des scientifiqgues des informations
concernant ces différents domaines, de leur fournir
des occasions d’enrichissement mutuel et de
promouvoir une action et une réflexion
internationales. Il développe des activités qui
intéressent tant les gestionnaires que les
chercheurs scientifiques.

eC
Ny

International Centre of Research and Information on the Public, Social and Cooperative Economy - aisbl
Centre international de Recherches et d'Information sur I'Economie Publique, Sociale et Coopérative - aisbl

Université de Liege au Sart-Tilman
Bat. B33 - bte 6

BE-4000 Liege (Belgium)

Tel. : +32 (0)4 366 27 46
Fax : +32 (0)4 366 29 58
E-mail : diriec@ulg.ac.be
hitp://www.ciriec.ulg.ac.be




