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8:00 a.m.         Sign-In and Continental Breakfast 
  

8:30 a.m.         Opening Remarks 
 
8:45 a.m.         Capital Innovation 

● Michael Andrews, Michael Andrews Consulting Ltd 
  

9:45 a.m.         Corporate Structure Innovation 
● Christopher Nicholls, Filene Research Fellow, Stephen Dattels Chair in 

Corporate Finance Law, University of Western Ontario 
 
10:45 am          Break  

                                                                                                  
11:00 a.m.        A Critique of Co-Operative Innovation 

● Silvio Goglio, Professor, University of Trento, Italy 
 
 

12:00 p.m.        Lunch 
  

  
12:30 p.m.       The Outlook for Cooperative Banking in North America: Organizational 

Innovation 
● Andrew Hanff, Principal, Oliver Wyman 
● John Boochever, Senior Partner, Oliver Wyman 

 
1:30 p.m.         Innovative Cooperative Value Propositions 

● David Grace, Managing Partner, David Grace Consulting 
 
2:30 p.m.       Break  
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2:45 p.m.        A Roadmap of Worldwide Financial Services Innovation 

● George Hofheimer, Chief Knowledge Officer, Filene 
 
3:20 p.m.         CEO Roundtable: Innovative Leadership 

● Eric Dillon, CEO, Conexus  
● Marie-Huguette Cormier, Sr. Vice President, Desjardins Group  
● Angie Owens, CEO, American Airlines Federal Credit Union 
● Rick Sielski, Chief Operating Officer, Vancity 

  
4:00 p.m.         Concluding Remarks 



	  

 
 
Event Details 
 
Symposium Location 

Quebec City Convention Center / Centre des congrès de Québec 
900 Boulevard René-Lévesque Est 
Québec City 
ROOM 306B 

 
Hotel and Transportation 

Lodging and transportation information is available via International 
Summit Link: http://www.sommetinter.coop/cms/en_CA/home/planifiez-
votre-sejour/accommodations.html 

 
Suggested Dress Code  

Business Casual 
 
Share your thoughts with us!  

Please use the following website to provide feedback on the research 
symposium: www.filenefeedback.com 

	  
	  

Pre-Reading 
 
Pre-reading for the Research Symposium begins on page #9 of this document.  
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SPEAKER: Michael Andrews 
Michael Andrews Consulting Ltd. 
	  
Excerpt from: 
Survey of Cooperative Capital  
 
This report undertakes a survey of capital in cooperatives around the world. It addresses 
capital in the broad sense of the range of debt and equity instruments used to finance 
the assets and operations of cooperatives. More narrowly defined regulatory capital is an 
important subset for the financial cooperatives—cooperative and mutual banks, credit 
unions, and cooperative and mutual insurance companies—that comprise 45 percent of 
the 300 largest cooperative and mutual organizations (the Global 300). Some specific 
observations are provided on regulatory capital issues, but the main focus of this report 
is capital more broadly.  
 

Cooperative Principles: 

1. Voluntary and open membership 

2. Democratic member control 

3. Member economic participation 

4. Autonomy and independence 

5. Education, training and information 

6. Cooperation among cooperatives 

7. Concern for community 

 
Access to capital is vital to the success of any business, but the cooperative ownership 
model introduces unique considerations. The principles of cooperation, particularly 
democratic member control and member economic participation influence the choice of 
capital structure.  
 
Securing cooperative capital while guaranteeing member control is one of the five 
themes of the International Cooperative Alliance’s Blueprint for a Co-Operative Decade. 
Historically, cooperatives have been funded by withdrawable share capital provided by 
members and retained earnings (or reserves comprising undistributed earnings). As 
growing cooperatives have outstripped the funding ability of members and retained 
earnings, or alternative funding has been sought for start-up cooperatives, the question 
has been how to access external capital or additional member capital while still adhering 
to cooperative principles? Fortunately, experience from around the world illustrates a 
range of options for cooperatives to access additional capital while retaining member 
control of the cooperative. In addition to the basic or qualifying member shares, many 
cooperatives have introduced additional classes of share or debt instruments to attract 
additional member investment.  Many cooperatives have introduced member share 



 
SPEAKER: Michael Andrews continued 

requirements based on usage, and developed mechanisms to allow members to share in 
the appreciation of the value of cooperative in place of the traditional member shares 
valued at par and redeemable upon withdrawal from the cooperative. These 
mechanisms can help to address the lack of permanence of withdrawable member 
capital.  
 
Many cooperatives have attracted non-member investment through a range of structures 
and debt and equity instruments. By reserving all or a majority of voting rights for 
cooperative members, external capital can be raised while preserving member control.  
 
Examples can be found in large and small cooperatives, start-ups, and in countries in all 
regions of the world.  
 
While access to capital is a challenge to any business, particularly a start-up, recent 
experience by cooperatives in many countries demonstrates that these challenges are 
far from insurmountable. Provided that the legal framework adequately provides for a 
range of capital instruments, cooperatives can draw on the experience of the Global 300 
and many smaller cooperatives to meet their capital needs.  
 
The balance of this report is organized as follows. Chapter II provides a taxonomy of 
capital instruments and structures adopted by cooperatives around the world. Chapter III 
focuses on the special circumstances of smaller and start-up cooperatives, providing an 
overview of selected programs and innovations internationally. Chapter IV provides 
insights from the analysis of the capital structure of the Global 300 (Box 1), with more 
detail on the database provided as appendix 1. Chapter V briefly considers special 
issues for financial cooperatives, and the final chapter concludes with recommendations 
for policy-makers and cooperative leaders.  
 
Box 1. Global 300 Database Publicly available financial statement information was 
collected to analyze the capital structure of the Global 300 by turnover as published in 
the World Cooperative Monitor 2013. Coverage includes 201 of the Global 300, using the 
most recent data available in May and June 2014 in English, French or in some cases in 
electronic format compatible with translation software. Items on the liability and equity 
side of the balance sheet were categorized and converted to USD at the exchange rate 
prevailing at the statement date to provide a common basis for the analysis. Judgment 
was required to categorize the various balance sheet items due to the different 
accounting conventions and terminologies employed around the world and the differing 
detail of disclosure. Of the 201 cooperatives covered, 69 are headquartered in the 
Americas, 21 in Asia-Pacific and 111 in Europe. By sector, they include 48 Agriculture 
and Food Industries, 31 Wholesale and Retail, 7 Industry and Utilities, 2 Health and 
Social Care, 14 Banking and Financial Services, and 99 Insurance Cooperatives and 
Mutuals.  
 
There is undoubtedly scope to expand the coverage, improve the classifications and 
enhance the analysis, but this initial database provides the first comprehensive look at 
the capital structure of cooperatives around the world. Coverage could be expanded by a 
research team with additional language capabilities.  Additional time and resources 
would permit follow-up with cooperatives that do not have financial statement information 
in the public domain, and more detailed analysis of the individual cooperatives.   
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The endangered  public  company 

The big engine that couldn’t 
	  
	  

Public companies have had a difficult decade, battered by scandals, tied up by 
regulations and challenged by alternative corporate forms 

	  

May 19th 2012 |  From the print edition 
	  

	  
PUBLIC companies have been the locomotives of 
capitalism since they were invented in the mid- 
19th century. They have installed themselves at the 
heart of the world's largest economy, the United 
States. In the 1990s they looked as if they would 
spread round the world, shunting aside older 
forms of corporate organisation such as 
partnerships, and newer rivals such as state- 
owned enterprises (SOEs). China's former president, Jiang Zemin, described NASDAQ as “the 
crown jewel of all that is great about America”. Russia rejected five-year plans in favour of 
stockmarket listings and Wall Street banks abandoned cosy partnerships in favour of public 
equity: Goldman Sachs, the last big holdout, went 
public as the decade came to an end. 

	  
Public companies triumphed because they 
provided three things that make for durable 
success: limited liability, which encourages the 
public to invest, professional management, which 
boosts productivity, and “corporate personhood”, 
which means businesses can  
 
survive the removal of a founder. In 1997 the 
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number of American companies reached an all-time high of 7,888 (see 
chart 1). Even now, American listed companies are as profitable as than they have been for 60 
years. 

	  
But during the past decade, the title of a 1989 essay, “Eclipse of the Public Corporation”, by 
Michael Jensen of Harvard Business School, has turned out to be prescient. In 2001-02 some of 

	  

America's most prominent public companies imploded. They included Enron, Tyco, WorldCom 
and Global Crossing, which, before their demise, were admired. Six years later Lehman Brothers 
collapsed and Citigroup and General Motors turned to the government for salvation. 
Meanwhile, SOEs were growing in emerging markets, challenging the idea that public 

	  

companies are the biggest fishes in the sea. Private-equity firms flourished in the West, 
challenging the idea that public companies are the best managed. And the rise of the Asian 
economies, with their legions of family-owned conglomerates, challenged the idea that they are 
best equipped to advance capitalism's geographical frontier. 

	  
So, even though public companies are flush with cash (American firms are sitting on $2.23 
trillion, see Free Exchange (http://www.economist.com/node/21555550) ) and even though the 
world's most talked-about entrepreneur, Facebook's Mark Zuckerberg, is due to take his 
company public on May 18th, the signs of health are misleading. Public companies are in danger 
of becoming like a fading London club. Their membership is falling. They spend their time 
fussing over club rules. And, as they peer out of the window, they see the bright young things 
heading elsewhere. 

	  
The number of public companies has dropped dramatically in the Anglo-Saxon world—by 38% 
since 1997 in America and by 48% in Britain's 
main markets. The number of initial public 
offerings (IPOs) in America dropped from an 
average of 311 a year in 1980-2000 to just 81 in 
2011 (chart 2). 

	  
	  

Going public no longer has the glamour it once 
had. Entrepreneurs have to wait longer—an 
average of ten years for companies backed by 
venture capital, compared with four in 1985—
and must jump through more hoops. Lawyers 
and accountants are increasingly specialised and 
expensive; bankers are less willing to take them 
public; qualified directors are harder to find, 
since even “non-execs” can go to prison if they sign false accounts. 
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The great IPO famine 
	  
	  

Even when their firms do go public, the most successful technology entrepreneurs manage to 
preserve a lot of personal control. Google introduced a third class of non-voting shares despite 
the fact that its three bosses, Eric Schmidt, Sergey Brin and Larry Page owned 60% of voting 
shares. Mr Zuckerberg put off taking Facebook public until he had little choice (you have to 
publish quarterly accounts like a public company once you have more than 500 private 
shareholders); he will control more than half of Facebook's voting stock. 

	  
The IPO crisis has coincided with a boom in other corporate life forms. Familiar companies have 
started to put unfamiliar letters after their names: Chrysler LLC and Sears Brands LLC. The 
University of Illinois's Larry Ribstein called this “the rise of the uncorporation”. 

	  
Private-equity companies have taken some of the most familiar names on the high street private, 
including Boots, J.Crew, Toys “R” Us, and Burger King. They also bagged some of the biggest 
stockmarket beasts: in 2007 Blackstone bought Hilton Hotels for $25.8 billion. 

	  
Partnerships, too, are thriving, reversing a decline that began in the era of Charles Dickens's 
“Dombey and Son” (1848). Partnerships provided unlimited liability to the partners but limited 
their number. This meant partners could be ruined if their company failed (as Dombey was) but 
could not expand if it boomed. Now, thanks to three decades of legal reforms, partnerships can 
offer most of the benefits of listing, such as limited liability and tradable shares. In America they 
also boast a big tax advantage: partnerships are liable for only one lot of taxes, whereas 
companies must pay corporate taxes as well as taxes on dividends. 

	  
The result has been a revolution: one-third of America's tax-reporting businesses now classify 
themselves as partnerships. They have adopted exotic forms of corporate organisation, such as 
Limited Liability Limited Partnerships (LLLPs), Publicly Traded Partnerships (PTPs) and Real 
Estate Investment Trusts (REITs). Private-equity firms are typically organised as private 
partnerships. The individual funds through which they raise money are limited partnerships. 
And they treat their managers more like partners than employees, rewarding them accordingly. 
The former CEO of the Gap retail chain made $300m running J.Crew, a clothing firm, on behalf 
of Texas Pacific. 

	  
Policymakers have embraced alternatives to the public company, too. Britain's Conservative 
prime minister, David Cameron, is happier praising employee-owned John Lewis than your 
average PLC (public limited company). American corporate reformers regularly cite a private 
firm, W.L. Gore, as a model; the maker of the eponymous Gore-Tex employs 9,500 “associates” 
and “sponsors” (not workers and bosses). Such companies use shares to motivate their 
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employees but shield themselves from the capital markets. Employees become co-owners when 
they join and may not sell their shares when they leave. 

	  
Governments have made it easier to create such alternative corporate structures. Seven 
American states have passed laws to allow companies to register as “B” corporations which 
explicitly subordinate profits to social benefits. The British government has established a class of 
Community Interest Companies which issue shares and dividends but exist to promote social 
purposes. It has also handed over the management of hospitals to “trusts”— public-private 
hybrids. 

	  
The rise of new economic powers has further changed corporate organisation. In the 1990s it 
seemed that emerging-market companies would take the Western public company as their 
model. In fact they have embraced two slightly different corporate forms: SOEs and family 
conglomerates. These companies list on the stockmarket but do little to constrain the power of 
the state or of family shareholders. 

	  
In June 2011 SOEs accounted for 80% of the value of China's market, 62% of Russia's and 38% 
of Brazil's. They include some of the world's most important concerns: the 13 largest oil 
companies, the biggest gas company (Gazprom), the biggest mobile-phone company (China 
Mobile), the biggest ports operator (Dubai Ports). 

	  
The most serious challenge to SOEs comes from family-controlled conglomerates. Family 
businesses account for about half of listed companies in the Asia-Pacific region and two-thirds 
in India. Families exercise tight control of their empires—and limit the power of other 
shareholders—through a variety of mechanisms such as family-controlled trusts (which have 
more power than boards), appointing family members to managerial positions and attaching 
different voting rights to different classes of stock. Diversified family firms are good at taking a 
long-term view, diverting money from cash cows to new industries that might take a long time to 
produce results. They are also good at dealing with the government failures that plague 
emerging markets. It is remarkable how fast even India's lumbering government can move if a 

	  

Tata or an Ambani calls. 
	  
	  

Family companies of a different type have had a good decade in Europe. German family firms 
have led the country's export boom by dominating niche markets such as printing presses 
(Koenig & Bauer), licence plates (UTSCH) and fly swatters (Aeroxon). These firms pride 
themselves on a professional approach to management: Nicholas Bloom and John Van Reneen, 
of the London School of Economics, point out that only 10% of German family firms choose their 
CEOs through primogeniture compared with two-thirds of family-owned firms in Britain and 
France. They also pride themselves on long-termism, investing heavily in training and upgrading 
their machinery. 
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Getting better versus getting worse 
	  
	  

Some of the reasons for the decline of public companies and the success of alternatives may 
prove temporary. The fall in the number of listed firms owes something to the dotcom bust, a 
one-off event. The private-equity boom was fuelled by cheap debt. SOEs have been turbocharged 
by the rise in the price of oil and other commodities. The next decade may not be as easy for the 

	  

emerging-world's family conglomerates as the past decade. But there is also something more 
fundamental going on: these various corporate forms have all learned how to manage their 
problems better than public companies have, while continuing to exploit their advantages. 

	  
The biggest advantage of SOEs is political: ties with governments can protect them from 
unwelcome competition. That, of course, is also their problem: they can easily become bloated 
and lazy. So state-capitalist governments, particularly the Chinese, have turned to overseas 
listings to force staid monopolies to become nimbler, capable of responding to market demands, 
as well as government fiat. 

	  
The big advantage for family firms is their capacity for long-termism. The drawbacks are family 
feuds and a lack of professionalism in the second or third generations. So, like state-capitalist 
governments, family companies are turning to market mechanisms: professional managers, 
private-equity firms and private markets such as SecondMarket and SharesPost, which allow 
private firms to trade shares without public scrutiny. 

	  
In contrast, public companies have got worse at managing their problems, three in particular. 
Mr Jensen argues that their biggest drawback is what economists call the principal-agent 
problem: the split between the people who own the company (principals) and those who run it 
(agents). Agents have a nasty habit of trying to feather their own nests. Dennis Kozlowski, Tyco's 
former boss, even spent company money throwing a $2.1m birthday bash for his wife that 
featured a Manneken-Pis-like replica of Michelangelo's David dispensing vodka. But, as the 
current “shareholder spring” attests, principals have been bad at monitoring their agents. 

	  
Mr Jensen's solution was to give managers “skin in the game”—that is, make their pay reflect 
company performance so they act like owners. This has backfired: some bosses manipulated 
their companies' share prices to enrich themselves and most have seen their pay outpace 
company performance. The total remuneration of FTSE 100 chief executives rose by an annual 
average of 10% in 1999-2010, whereas returns on the FTSE 100 rose by an annual 1.9%. 

	  
The second problem is regulation. Public companies have always had to put up with more 
regulation than private ones because they encourage ordinary people to risk their capital. But 
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the regulatory burden has become heavier, especially after the 2007-08 financial crisis. America 
has introduced a raft of new rules, from the 2002 Sarbanes-Oxley legislation on accounting to 
the Dodd-Frank financial regulations of 2010. According to one calculation, Sarbanes-Oxley 
increased the annual cost of complying with securities law from $1.1m per company to roughly 
$2.8m. But that is nothing compared with the costs of distraction. In 2007 Oaktree Capital 
Management, a hedge-fund advisory firm, chose to raise $880m in a private placement rather 
than an IPO because, as the founders put it, “they were happy to sacrifice a little public market 
liquidity, and even take a slightly lower valuation, in return for a less onerous regulatory 

	  

environment and the benefits of remaining private.” 
	  
	  

The third problem is growing short-termism. The capital markets have increased their power 
dramatically with the rise of huge institutional investors and the intensification of shareholder 
activism. Mutual funds count their money in trillions rather than billions. Data providers such as 
Risk Metrics arm shareholder activists with plenty of ammunition. And hedge funds are not 
afraid to take on corporate Goliaths such as McDonald's and Time Warner if they think they are 
failing. And as capital markets have flourished, corporate life has become riskier. The average 
life expectancy of public companies shrank from 65 years in the 1920s to less than ten in the 

	  

1990s. So has the life expectancy of CEOs. The average job tenure of the CEO fell from 8.1 years 
in 2000 to 6.3 years in 2009, according to Booz & Co, a consultancy. Léo Apotheker lasted just 
nine months as head of SAP and ten as head of Hewlett-Packard. 

	  
Sometimes, investors are right to kick out managers (they own the firm, after all). Companies 
must strike a balance between the short and long term, satisfying the market's demand for 
profits today, while planning for the future. The worry is that regulators and owners both seem 
to be making it harder for bosses to look beyond quarterly earnings. Boards are devoting less 
time to strategy and more to enforcing regulations. Leo Strine, a judge with expertise in 
corporate law, accuses institutional investors of “gerbil-like” activity as they move money from 
one company to another. Standard Life Investors complains that the noise generated by 
quarterly earnings has become an “unwelcome distraction” from thinking about the long term. 

	  
Public company as public good 

	  
	  

What should one make of the public company's travails? There is every reason to celebrate the 
fact that businesses have more corporate forms to choose from. Indeed, the menu should be 
lengthened by inventing new arrangements or revisiting old ones. France's “SCAs” or Sociétés en 
Commandite par Actions have two tiers of partners: general ones jointly and severally liable for 
a company's debts, and limited partners who are ordinary shareholders with little power and 
who can lose only what they invest. This might provide a model for investment banks. 
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But there are reasons to worry that the downgrading might go too far. Can the private-equity 
industry function properly if private investors cannot easily cash out through IPOs? Can SOEs 
avoid stagnation if conventional multinationals are struggling? Public companies are parts of an 
ecosystem of innovation and job creation. IPOs give venture capitalists and entrepreneurs a 
chance to make fortunes if they spot a game-changing idea. They also provide new companies 
with capital. The Kauffman Foundation has shown that one reason America has been better at 
generating jobs than Europe is its skill at creating innovative companies such as Amazon, eBay 
and Google. These companies took off when they went public. 
 
William Draper, one of Silicon Valley's most 
successful investors, speaks for many when he 
argues that this ecosystem may be drying up. 
Venture capitalists are recouping their investment 
by selling new companies to established ones 
rather than preparing them for independent life. 
In 2010 five large companies gobbled up 134 start- 
ups—more than the entire crop of American IPOs 
that year. Two of the most talked-about start-ups 
of recent years—Skype and Zappos—chose to sell 
themselves to giant firms (Microsoft and Amazon 
respectively). This may not be good for the start- 
ups. Imagine if Microsoft or Apple had sold 
themselves to IBM in the 1980s and you get a sense of the problem. 

	  
	  

Public companies produce annual reports, hold shareholder meetings and explain themselves to 
analysts. Private companies by comparison operate behind a veil of secrecy. The danger is that 
regulators are creating a corporate version of the dual labour market. By shining a spotlight on 
public companies, they are encouraging businesses to take refuge in the shade of the private 
sector. 

	  
Public companies also foster popular capitalism. The 20th century saw shareholding broadened 
thanks to privatisations in the 1980s and the rise of mutual funds. Today shareholding is in 
danger of narrowing again. The reduction in the number of IPOs is making it harder for 
ordinary people to put money into a future Google. The rise of the private-equity industry and 
the proliferation of private markets such as Second Market gives more power to a magic circle 
of company founders and experienced investors. 

	  
Public companies have shown an extraordinary resilience. They have survived the Depression, 
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the fashion for nationalisation, and the buy-out revolution of the 1980s. But the challenge to 
them looks unusually strong at the moment, and the auguries for the future grim. 

	  
From the print edition: Briefing 
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What Could Innovation Mean in Cooperative Banking: 
Some Critical Remarks	  
	  

	  
Let me start with some preliminary points. 
 
I will speak of: 
1. European (continental) experience. 
2. cooperative banks (Cooperative Credit Banks CCBs, Popular Banks), not 

Credit Unions. 
 
Major differences: 
1. Coop banks (plus Canadian CU and Québec Desjardins): members and 

customers; loans for: consumers, mortgages, small-middle sizes business. 
2. Credit Unions: only members; loans for: consumers, mortgages. 

 
Coop banks have 
1. more relevant role in local development (they can be agent of local 

development); 
2. stronger competitive pressure than Credit Unions (?) by other retail banks. 

 
There are different patterns in cooperative banking. 
Broadly speaking two types (with many different subtypes, even at national level): 
1. decentralized (independent banks, with regional and national federations, 

and apex bank) 
2. centralized (local banks as branches) 

 
Of course there are also cases where cooperative banks  are rather 
“independent” (i.e. “not loosely nor tightly or associated”) but it is expected that as 
the new regulations in the European banking scene will gradually phase-in they 
will also opt for some kind of association as well. 
 
What do we mean by innovation: 
1. a new better solution (idea, device, service or process) that meets new 

requirements, unarticulated needs, or existing needs; 
2. something original and, as a consequence, new, that "breaks into" the 

market or society. 
 
An innovation is generally associated to efficiency ... but efficiency related to a 
specific goal/objective.  
Changes should not always be considerated innovations, or they are innovations 
for somebody but not for somebody else (e.g. creative finance). 
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Main innovations in banking: 
1. in products: importance of this kind of innovation to be efficient and 

competitive … but most of product innovations are not specifically 
cooperative and are common to the bank sector under competition pressure; 

2. in organization: sometimes with high social consequences/impact (social 
innovation? innovation in social field?). 

 
Cooperative banks are in competition with for profit retail banks (unfortunately 
often also with other cooperative banks), not only in product/services 
development but also on organization (i.e. organization responsible toward 
society; see also Corporate Social Responsibility). 
Also products can be more or less socially responsible, but organization is more 
important by this point of view. 
 
Cooperative banking was a great innovation (not on product, but in principles and 
social organization; products were quite simple) at the end of century XIX, and 
still has a great importance (f.e. self-help, internal democracy, the pyramidal 
organization). 
Some present “innovations” in products and organization seem to me “counter-
innovations” that impoverish the original innovation. 
	  
Recent changes in European coop banks: 
1. exogenous (induced by European and Central banks’ regulations); if (?) they 

are innovations, not cooperative innovations 
2. endogenous. 

Of course we have to meditate and discuss on the second ones, where we 
can find possible cooperative innovation. At the same time, at least in our 
opinion, there should be a concerted reaction against the “one-size-fits-all” 
imposed regulatory framework.  

 
Hybridization: Some cooperative banks (groups) have adopted features that bring 
them closer to joint-stock banks, while retaining some features of cooperative 
banks. The more they pursue hybidrization, the less hybrid they are (and 
cooperative) and assimlate “commercial” banking behaviour (isomorphism). 
 
Role and nature of Cooperative banking Groups (at least 15 in Europe): 
somebody has tried to demonstrate that they are a source of stability of the 
financial system. 
 
But they create big governance problems and distance toward members. One 
might ask: are they still true cooperative, faithful to cooperative principles? 
Do their managers and administrators follow these principles?  
 
Three examples: of bad conduct by managers in cooperative banking groups: 

1. Banca Popolare di Lodi (Italy): http://www.economist.com/node/4269729 
2. Rabobank (the Netherlands): http://www.bbc.com/news/business-

24730242 
3. Ovag (Volksbank AG, Austria): http://www.highbeam.com/doc/1G1-

302737830.html	  
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We have to situate cooperative innovation in banking (or changes) in a historical (last 
two decades?) framework: it is a framework of crisis and stronger competition. 
 
We saw many changes in the economic and social framework over recent years. 
 
First, financial innovations, deregulation, the states’ decreasing role, as well as 
growing international openness all led to stronger competition; they also 
prompted a far-reaching consolidation process of banking institutions and an 
overall rationalization of the banks’ productive structures. On the one hand, the 
mainstream financial industry’s innovations concentrated on making high-margin 
profits while staying compliant and formally within the rules. 
 
Second, a long trend of mergers and acquisitions increased banks’ average size 
and spread the practice of standardized loans procedures based on easily 
observable, verifiable and transmittable data existing within the more complex 
and structured forms of group organization. Moreover a myopic focus on short-
term profit severely affected their customer-relation policies and methods. 
 
Third, the re-engineering processes and cost-rationalization strategies widened 
the physical distance between the new merged banks and peripheral areas and 
activities, resulting in making small-scale customers more dependent on personal 
relations. Because of physical or “informational” distance, mainstream banks lost 
efficiency in generating borrower-specific information, which, in addition, due to 
its “soft” characteristics, is difficult to transmit through large institutions’ 
communication channels. Many potential borrowers were dismissed because 
they lacked credit records or sufficient collateral and needed small loans, which 
the banks did not view as profitable. 
 
Fourth, the great financial crisis, which began in 2007: it stemmed from numerous 
financial innovations (not cooperative! radical changes in the financial system’s size, 
operational procedures and organizational structure) and reckless behaviours that 
attempted to create more elasticity in the credit system, to the detriment of 
transparency, which instead generated higher uncertainty and damaged trust toward 
and within the banking system. 
	  
There was poor oversight during these changes, including incapability, and in 
some cases even unwillingness, to institute new forms of governance better fitted 
to the new context. 
 
As a consequence the crisis has deeply affected the European banking system 
and its relationship with the productive system, increasing the cost of capital and 
depressing the economy.  
 
Fifth, the crisis revealed the detrimental systemic effects of incentives based on greed, 
as one may describe the applied executive’s compensation policies. As Stiglitz 
maintains, banks commonly apply executive compensation schemes that encouraged 
and infused bankers’ irresponsible behaviours. Executives have an incentive to	  
increase their market value, which is easier by increasing reported income than by 
increasing true profits, which are bound to real business. 
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In conclusion: most of “innovations” in the banking system in the last two decades 
not only favoured or originated the financial crisis, but were against cooperative 
banking principles, and if adopted by some cooperative bank (how many?) were 
not cooperative innovations. 
 
On the contrary, the crisis has proved the soundness of many researchers’ 
hypotheses regarding cooperative banks’ behaviour in general:  

I. the tendency to adopt less risky strategies and to have much lower 
volatility of returns, with positive consequences for the financial stability of 
the territories where they operate;  

II. the solidity of network organization, higher order organs and mutual 
support mechanisms, that has lessened the negative impacts of small 
size;  

III. the propensity to defend consumer interests and maximize consumer 
surplus, offering simple and transparent products (that are fairly priced 
and well-designed to meet local needs) in a manner ensuring that risks 
are well-understood and communicated;  

IV. the lower inclination, during a credit crunch, to ration credit to customers 
and to raise loan interest rates, thanks to better capitalization and more 
prudent lending. 

 
These potential effects all stem from cooperative banks’ governance, business model 
and specialization, which heavily rely on relationship-based retail banking. 
Furthermore, while values such as prudence, responsiveness, empathy and 
transparency are strongly linked to risk management, coop banks tend to adopt a 
rather conservative approach toward risk. This is because their banking business 
model flows from their underlying principles and commitment to investing in the real 
economy and to creating benefits for members, customers and communities. 
 
Both structural changes and the financial crisis have fostered cooperative banks, 
at least at the local level. Combining community bonds and shared responsibility, 
the capacity to reduce information asymmetry and mobilize local savings have 
allowed them to re-establish and even strengthen trust towards the banking 
system, in a period when this was strongly endangered by the crisis. 
 
The very late developments show that cooperative banks are not disappearing in 
industrialized countries’ banking systems. Contrarily, they seem to be proving 
their flexibility by adapting to current conditions and, in fact, are among the 
fastest growing groups of financial institutions in some advanced nations. 
 
But they are exploiting innovations of the past. 

 
The crisis has modified the context as well as the relationships network in which 
cooperative banks operate: 

1. On the one hand, retail banking (the core of cooperative banks’ business) 
has shown an increase in competition, both from commercial banks trying 
to recover through relational finance and also from fellow cooperative 
banks. 
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2. On the other hand, local identity (the traditional source of the strength of 
credit cooperatives) is losing importance in small firms’ and families’ 
financial decisions, vis-à-vis simple interest reasons. 

 
In this context, cooperative banks’ pyramidal organizational structure, historic reaction 
to the small scale weaknesses, and their recent process of “consolidating” or 
“defensive” mergers, that aim to cut costs and possibly also diversify risks, 
notwithstanding the synergies that they definitely create, are altering some fundamental 
characteristics of the grass-root initiative. 
 
If we reflect on the above points, it stands to reason to conclude that despite their 
recent success, cooperative banks are at a turning point. They are being forced to 
deeply rethink their overall and local strategies, their daily activities with members and 
customers, as well as their loyalty to constitutive social principles. Re-evaluation must 
first ask: what are the cooperative banks’ main weaknesses and challenges? 

 
The first set of problems is inherent to the scale of business. Cooperative banks’ 
low diversification, or territorial concentration in their loan portfolios may 
exacerbate the impact of idiosyncratic shocks on the local financial system. 

1. This turns banking localism from an element of stabilization to one that 
amplifies crises.  

2. It also neutralizes the possible advantages that the bank may derive from 
local system externalities (closer relations with firms, informational 
advantages, diligent and prudent selection of debtors, peer monitoring 
and extra-economic sanctions on insolvent debtors). 

 
Personal knowledge and peer monitoring to be effective should be integrated into 
a clear vision of the territory’s strengths and opportunities: in other words, a 
development vision and consulting capacity are needed in order to improve the 
bank’s capacity to act as an agent of social change and development. 
 
These issues should be addressed and solved within the apex institutions and through 
modernizing the pyramidal structure. In other words, the pyramidal organization must 
be able to unify the pros of both dimensions, capitalize on inside information at the 
central level, and monitor from the decentralized network, all coherently with a shared 
social philosophy. The solutions to these problems clearly require modernizing both the 
government and the governance of the cooperative banks. The old pattern of running 
these banks with relatively simple administrative practices, which straightforward 
management schemes could easily handle, is no longer adequate. It is inevitable that 
growth requires sophisticated professional management in order to deal with the new, 
more complex financial situations. 

 
On the other hand, the qualitative and quantitative reinforcement of management 
may lead to the separation of ownership and control, thus intensifying agency 
problems. The risk is either a misappropriation of cooperative funds on behalf of 
the management for its own use, or a substantial misalignment between 
corporate philosophy and members’ needs and will. This leads us to consider the 
cooperative bank’s governance mechanisms and representation of membership 
to the Board of Directors. As cooperative banks grow, why members are 
motivated to be on the board becomes a more relevant question: it is more likely 
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that directors follow their own interests, turning collective action away from its 
initial goals and giving rise to less efficient solutions. 

 
Growth and increasing membership may also add difficulties in adequate internal 
control as it promotes free riding by members which may feel disempowered as 
the institution adds new members. This in turn makes it difficult to encourage 
existing members to exercise their ownership rights and responsibilities to 
oversee management, with declining participation in board elections. Other 
reasons of non-participation include insufficient knowledge of the subjects 
discussed and also the claim that the Board of Directors formulates the 
cooperative’s policies without taking into account member needs. In any case, 
member absenteeism from general meetings deprives them the possibility of 
realizing the reasoning behind the cooperative bank’s operations. As a result, 
members judge the bank’s performance mainly through their transactions with the 
cooperative bank, being ignorant of the true reasons that shape how transactions 
run and the consequences of the policy followed. 
 
When membership and assets extend beyond small numbers, common bonds 
lose their tight influence in maintaining a moral obligation to the cooperative. The 
market can often ravage these bonds, as the latest financial turbulences have 
demonstrated. Therefore it is necessary to work either to restore or strengthen 
the bonds among cooperative values, members’ participation and business. This 
policy could also effectively solve the problems originating from reduced capacity 
of local enforcement and peer monitoring, which are most likely to arise when 
higher membership means looser links with its financial institution. 
 
Furthermore, the turbulent banking scene created by the crisis has increased 
regulatory pressure toward strengthening both equity and profits. As a 
consequence, there is the risk of augmented conflicts between the interests of 
member-depositors and member-borrowers. Accommodating each group’s 
interests heavily influences how the financial intermediary operates, which in turn 
leads to policy issues that an experienced management may deal with more 
adequately. Insufficient development of appropriate participatory and monitoring 
procedures at the local level could lead to a large cooperative’s inability to detect 
and determine the members-customers’ (and the community’s) socio-economic 
needs as well as to provide solutions. 
 
At the same time the anticipated long and painstaking “exercise” (i.e. the so 
called stress-tests) that the European Central bank (ECB) is undertaking will 
probably increase the need even among major cooperative banks to increase 
their regulatory capital and ratios. The aftermaths of this recapitalization process 
would be that: 

1. Coop banks will be struggling between retaining profits and adopting a 
counter cyclical behavior and financing local economy (consumers, 
mortgages, small business). Thus, members and “loyal” customers will find 
themselves with limited access to a readily available solution till the recent 
past. 

2. As the distance created between them and their bank deprived them from 
the opportunity to understand that retained profits, i.e. the traditional 
source of capital of coop banks, is probably the safest way to secure the 



SPEAKER: Silvio Goglio continued 

 7 

presence of a coop bank in the banking arena, the recapitulation procedure 
may re-enforce their perception that a coop bank is not that different from 
any other banking institution. 

3. This vicious cycle may be more intensive of course, if coop banks opt for 
the employment of “alternative’ (or should we say “innovative”?) 
recapitalization solutions, that will increase their “dependency” from 
external debt (the market and its “players”) which on top will decrease their 
degrees of freedom in their quest for ethical, socially responsible, 
development oriented banking behavior.  

 
In sum an additional risk is due to the imposed stricter regulatory framework and 
the institutional steps taken toward introducing an EU banking union. As the costs 
of creating a union are expected to peak at a time when the banks will be 
required to build up their capital resources and finance economic growth, the 
underlying risk is that regulation will be seen again as a constraint to profit 
margins. Slowly but surely the financial system’s most opportunistic parts will 
return to lobbying against these legal constraints and argue in favour of further 
liberalization. Eventually they will find their way out and follow the letter but not 
the spirit of the law, once again infusing excessive risk into the system. So the 
real question yet again is: Cui bono from this one-size-fits-all regulatory 
framework?  

 
Speaker: Silvio Goglio continued 

 
In conclusion, do cooperatives possess the appropriate characteristics to play a new 
and efficient role in the local banking market? Can they translate their constitutive 
features into a modern and competitive banking setting? And if they can, how would 
they successfully fulfill this role? 
Two conditions that are certainly necessary require the cooperative banks to 
have:  
i) a well-chosen, prepared and competent Board of Directors and management, 
possessing solid cooperative training and knowledge, 
ii) a committed membership, bound by close everyday links, even when is 
increasing in both numbers and demand.  
But these conditions are not sufficient for true innovations. In order to add potential to 
their competitive position within a territory, cooperative banks should also strive to 
become true “local banks.” This means not only in proximity or as a relational bank, but 
as a financial institution truly rooted in the territory, with an intensive relationship with 
the territory and being able to support local economic activities evaluated inside a 
development pattern. For this reason, the bank’s decisional bodies must be “in the 
territory” in order to have both a thorough knowledge of the socio-economic reality 
(strengths, weaknesses and possible paths) as well as privileged relationships with 
local economic actors. 
 
In times of crisis, it is important to understand the power of alternative 
approaches to business and in this case, particularly to the financial system. 
Cooperative banks are indeed a different “animal” in the banking “zoo”; however 
this animal is gradually adopting others’ behaviours, quite often through 
conscious decisions. 
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Nevertheless, as we are in an era in which competition is blurring the lines 
between a pure commercial and a cooperative enterprise, if cooperative banks 
want to survive and flourish as an institutional pattern, they must re-establish the 
- lost in a market logic approach - link between cooperative values, members’ 
active participation and commercial strategy, as well as excellence in practices. 
Otherwise they will disappear, either physically or as different specific institutions. 
 
Their historical and cultural variety suggests that no simple or linear development 
path can be prescribed for all cooperative banks; their development varies under 
the influence of historically specific and contemporary economic and social 
conditions. Since cooperative credit is a flexible mechanism, not necessarily 
associated to simple or backward social and economic systems, its organization 
can and should coherently evolve with the development of the territories in which 
the bank operates. In the same way the institutional and legal framework should 
acknowledge their different approach to perform banking activities and help their 
evolution more than in a strictly business-like way, placing bonds and incentives 
consequently. 

	  



ORGANIZING FOR EFFECTIVENESS AND GROWTH  
IN COOPERATIVE FINANCIAL SERVICES:  
A FOCUS ON THE AMERICAS

EXECUTIVE SUMMARY

Oliver Wyman set out to identify the organizational levers that 
cooperative banks can and should exercise to optimize their 
performance.  Our methodology involved speaking with credit 
union and cooperative banking executives and other senior 
stakeholders from Canada, the United States, and Latin America, 
and leveraging Oliver Wyman industry analyses and  
Celent research. 

At the outset, we establish the case for growth in the strategic 
agendas of cooperative banks by examining market penetration, 
resiliency, and other factors.  Our focus then turns to the ways 
these agendas take form through organizational design and 
decisions at the individual coop and sector level, the extent 
to which prevailing organizational practices aid or hinder the 
pursuit of an effective growth agenda, and the identification 
of the elements of an organizational blueprint that best equip 
cooperative financial services to achieve their goals.

This report addresses five key questions:

1. Does structure matter?

A. Overall, the functional structure of the executive 
management of coops tends to be rather homogeneous, 
without a lot of experimentation or even variation from 
one to the other.

B. Few cooperatives employ senior executives in growth-
oriented roles such as strategy/organization, sales, 
and innovation.

C. In situations where such roles do exist, positions 
tended to be staffed with more junior-titled managers, 
suggesting less decision-making authority than in 
shareholder-owned institutions.

D. A dearth of “Chief Operating Officer” roles in the sector 
means that many CEOs become de facto heads of 
operation and consequently devote less time to the 
institution’s strategic agenda. 

E. While coops face the same significant cost pressure as 
the rest of the banking industry, staff scoping may need 
to deviate from cost-minimizing levels in the short-to-
medium term in order to achieve growth objectives 
aligned with the cooperative agenda.

Many organizational structures can work, but there are 
some key organizational steps coops can take to address 
opportunities in the sector.

2. Is the underlying strength and health of membership a 
key differentiator?

A. Membership criteria have a major influence on financial 
sustainability and for the future pathway to growth.

B. Managing demographics and the needs of specific 
segments is critical, since coops increasingly must adopt 
a full lifecycle view of their member base.

C. Membership culture influences whether and how the 
inherent cooperative promise is delivered.

The underlying fundamentals of membership greatly 
influence a cooperative’s trajectory.

3. Are coops that innovate more around the member experience 
better able to differentiate their products and services?

A. While many cooperatives have a clear innovation 
agenda, they tend to focus on a ‘me too product strategy 
and features, not on truly differentiating initiatives.
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B. The level of ambition to innovate depends highly on in-
house capabilities.

C. Coops are focusing innovation on channel mix to contain 
costs and serve convenience-focused members, but 
they ignore the “high touch” and member community 
value of their physical network at their peril.

While high-performing coops are able to deliver leading-
edge initiatives, most have significant untapped potential 
for innovation that they could develop through dedicated 
organization structures, better capabilities, and more 
focused execution.

4. Does the approach to talent (selection, on-boarding, 
retention, development, etc.) translate to greater 
effectiveness and growth?

A. Smaller cooperatives tend to have CEOs with longer 
tenures and are less likely to hire those with past 
shareholder experience.

B. Higher growth rates tend to be associated with 
cooperative CEOs who have past shareholder bank 
experience; lower profitability rates tend to be 
associated with those with longer tenures.

C. For hires at the operational level, relationship skills have 
become the critical ingredient for a successful member 
experience and for moving cooperatives beyond 
traditional transaction banking.

Hiring choices across the organization have a critical effect 
on performance as coops seek to integrate additional growth 
and member-service orientations into the execution of 
their activities.

5. Does the role of governance affect organizational agility?

A. Cooperatives employ a variety of governance constructs 
and interaction models to embody the core value of 
member ownership.

B. Board composition and the nature of the interaction 
with executive management affect the degree to which a 
strategic agenda can be articulated and executed.

C. Suboptimal governance can be a threat to both 
management effectiveness and the growth trajectory, in 
some cases significantly hindering the future viability of 
the institution.

D. Associations and league structures could be optimized 
to deliver greater value to the sector.

Governance choices can hold back a cooperative, or 
contribute to its agility.

From these core findings, we are able to shine a spotlight on 
those organizational levers that cooperatives can —  and should 
— exercise to optimize their future prospects.  Regardless of 
their individual circumstances, we believe all financial services 
cooperatives will benefit if they take action along the following 
five dimensions of organizational effectiveness in some form.

Optimize member management

 • Streamline governance and decision-making

 • Emphasize member information management and lifetime 
profitability analysis

 • Apply a growth-oriented lens to future membership

Improve employee bench strength

 • Rotate talent through inter-coop secondments

 • Acquire great outside talent from the broader banking, retail, 
and tech sector

 • Use training as a competitive differentiator

Champion relevancy by rethinking convention

 • Rethink long-held precepts regarding channel strategy

 • Infuse a ubiquitous culture based on “value with values”

 • Plan around next generation banking needs

 • Evangelize the commercial benefits of cooperative values

Turbocharge collaboration

 • Accelerate the systemic sharing of best practices

 • Revisit and revise the role of associations and centrals 

 • Cooperate more in the market to help the overall coop 
banking sector win

Build an innovation engine

 • Innovate based on better understanding members’ needs 
and decoding their hassle maps

 • Adopt stretch “breakthrough” goals and then measure 
performance against them

 • Create a diversified portfolio of innovations, since no one has 
a monopoly on the next big thing

These findings have important implications for the ways 
cooperative banks organize, deal with their members, source 
talent, and work both individually and in unison to innovate and 
grow. They also begin to outline the emerging imperatives for 
cooperatives in re-evaluating their organizational blueprints 
for the future. First, cooperatives need to be conscious of and 
deliberate about their purpose. Their field of vision should 
encompass growth and effectiveness, emphasizing sustainability 
at all levels. They also need to renew their focus on innovation as 
a prerequisite for relevancy and incorporate member service and 
innovation needs into their business and talent strategies.

Second, cooperatives face imperatives concerning their 
organizational structure. They should help the CEO chart a 
growth trajectory by hiring growth-focused staff.  Simultaneously, 
cooperatives should aim for levels of employee efficiency seen 
at shareholder banks by establishing comparison benchmarks 
based on their best performing profit-oriented peers.

Next, it is important that the right governance processes 
are in place. Coops should optimize board operations by 
professionalizing member representation through qualification 
requirements, setting guidelines for consultation and 
communication, and adjusting the committee structure to 
focus on current needs rather than past events. The board and 
management should also measure and track execution against 
growth-oriented metrics to ensure a focus on future viability as 
well as current performance.

Resources must be allocated deliberately for growth and 
effectiveness.  Planning and budget cycles should have protected 
tracks for growth and innovation initiatives, and institutions 
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should implement a longer-term growth-focused orientation 
for managing retained earnings. For new initiatives, a “build 
versus buy versus partnering” decision should be undertaken 
deliberately, strategically, and without preconceptions.

The management model should introduce growth objectives and 
performance incentives throughout the cooperative, increase the 
role of the center in decision making, and provide coaching for 
managers to become more entrepreneurial.

Next, people, talent, and human capital issues are important.  
Institutions should formalize bi-directional training exchange 
programs between coop banking entities. To enrich debate 
and discussion at the senior table, key growth-oriented roles 
should be tapped from non-traditional sources, and hires and 
promotions should be based not only on traditional skills but also 
on growth-culture fit. Coops should also practice role rotation to 
ensure a diversity of perspectives on key issues.

Beyond these more formalized initiatives, the informal 
organization also makes a difference. Both strategic  
and operational decision-making bodies should be encouraged  
to adopt an entrepreneurial mind-set on behalf of their  

members. Additionally, the CEO should allocate — and be seen to  
allocate — bandwidth to growth-oriented functions, and 
management should root out negative climate issues through 
regular polling and elevation of issues.

We recognize that Canada, the United States, and the 32 
countries of Latin America and the Caribbean all operate 
substantially different cooperative banking sectors, in distinct 
types of economies and in particular growth contexts. We have 
found, however, that the conclusions laid out above are broadly 
relevant regardless of geography in helping cooperative banks, 
large and small, more effectively achieve their goals while 
retaining their defining values.

With offices in 50+ cities across 25 countries, Oliver Wyman is  
a global leader in management consulting that combines  
deep industry knowledge with specialized expertise in  
strategy, operations, risk management, and organization  
transformation. Oliver Wyman is a wholly owned subsidiary  
of Marsh & McLennan Companies [NYSE: MMC]. Follow  
Oliver Wyman on Twitter @OliverWyman.
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STRATEGY OVERVIEW: 
The Discipline of Market Leaders 
By Michael Treacey and Fred Wiersema 
 
Key Points 

• Narrowing focus into one of these disciplines will help companies dominate their 
market – the challenge is in making an accurate assessment of which is best 

• Companies should be cautious not confuse the disciplines with basic core 
competencies.  To stay competitive, all three areas must be strong, but market 
leaders choose one within which to excel 

• Can also be applied to professional services and/or nonprofit industries 
  

SUMMARY 
Recognizing that different types of customers respond to different types of value, this book 
seeks to educate companies on the three primary disciplines that can be exploited in order to 
achieve a leadership position.  By selecting a value discipline and then structuring its 
operations, culture and management systems accordingly, companies can produce greater 
value for their customers and create processes that are hard to duplicate by competitors.  It is 
essential to understand, however, that this does not mean a discipline should be pursued at the 
expense of other core competencies – all areas should stay competitive.   
 
Customer Intimate (examples: Nordstrom, Zappos, Xerox) 
Culture: Mold themselves to client needs, "do what it takes" mentality, create deep relationships 
 
Core Processes: Solution development, flexible and responsive to changes in preferences and 
budget 
 
Management Systems: Know that proof of value is found in results, collaborative environment, 
institutionalized knowledge, risk-sharing 
Pros: Deeper relationships mean increased repeat business 
Cons: Can be indecisive, may sacrifice innovation to meet customer needs 
 
 
Operational Excellence (examples: Amazon, Costco, UPS) 
Culture: Disciplined teamwork, process-focused, conformance mindset 
 
Core Processes: Product delivery and service cycle is key; built on standards 
 
Management Systems: Hierarchical, employee compensation fixed to cost and quality of end 
product, low overhead with efficient business processes 
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Pros: Centralized functions mean better workflow and everyone knowing their roles; customer 
service goals prioritize efficiency 
Cons: Less product variety; need the courage to not please every customer 
 
Product Innovation (examples: Apple, Intel, Ferrari) 
Culture: Concept, future-driven, experimentation mindset 
Core Processes: Invention, commercialization, fast-paced project schedules 
 
Management systems: Risk-oriented with focus on rewarding innovation; highly analytical; will 
sacrifice processes to encourage innovation 
 
Pros: Go to great lengths to cultivate employee talent; can charge premium prices to customers 
Cons: Culture can be combative, undisciplined; need to balance required upgrades of existing 
products with pace of innovation for the next round 
 
 
Treacy, Michael, Fred Wiersema.  The Discipline of Market Leaders: Choose Your Customers, 
Narrow Your Focus, Dominate Your Market.  New York: Basic Books, 1995.   Summary by 
MarketFitz. 
 



Overview

In financial services, 
innovation works best 
when it can deliver 
increased benefits to 
members. The Filene 
approach was designed to 
help innovators optimize 
their abilities to ideate, 
test, and implement 
cutting edge solutions.

Executive Summary

In a recent blog post on innovation, Joseph E. Stiglitz, who is, among other 
things, a Nobel laureate in economics and a professor at Columbia University, 
discussed what he described as “the innovation enigma.” In short, he says 
there isn’t always a clear link between innovation and GDP statistics, which he 
equates with improved living standards. Stiglitz goes on to discuss the fact that 
innovation in the financial services sector—especially as illustrated by innova-
tions popular before the 2008 economic collapse—often meant “devising better 
ways of scamming others, manipulating markets without getting caught (at 
least for a long time), and exploiting market power.”1

Not exactly the rosy glow that “innovation” usually engenders, huh? Is it pos-
sible for innovation in the financial services sector to create positive results 
for the “little guy?” Or is financial services innovation, by its very nature, just 
about creating profits?

What Is the Research About?

To answer those questions, this report starts with a brief look at general inno-
vations over time and then moves on to business innovations, using Peter 
Drucker’s seven areas of opportunity for innovation as a framework. The key 
message for innovation in every sector: A truly great innovation is defined by 
the value it creates for society.

The report then moves on to innovations specifically linked to financial ser-
vices. We examine financial innovation milestones over time—reaching all the 
way back to 9000 BC!—before focusing on innovations of the last half century. 
To help us determine whether these innovations did more than create wealth 
for the financial services sector, we put each to a litmus test designed by Robert 
Litan, a senior fellow in the Economic Studies Program at the Brookings Institu-
tion. The three qualitative dimensions that he uses to determine the merits of 
an innovation are:

 → Better/wider access.

 → Greater convenience.

 → Increased productivity/GDP.
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Not surprisingly, when we applied these metrics to recent financial services 
innovations, the results were decidedly mixed—confirming that Stiglitz has 
reason to be concerned.

Last, we discuss the role of cooperatives in financial services and the fact that 
innovation works best when it doesn’t just happen but is actively sought out and 
developed. To illustrate this, we walk through what we call the Filene Method—
a six-step process that can help an innovator move from insights to results in 
the financial services sector. The Filene Method was designed over 10 years by 
Filene’s innovation think tank, called i3 (Ideas, Innovation, Implementation). 
The method has been used to develop and test hundreds of financial services 
innovations.

What Are the Credit Union Implications?

Cooperative financial institutions are mandated to put people before profits, 
so they must apply the filter of increased member benefit to every innova-
tion they consider. This adds a layer of time and complexity to every decision 
cooperatives make, but there are plenty of opportunities to innovate and benefit 
members at the same time.

Good examples include:

 → Mobile banking—This has been especially critical in developing coun-
tries that lack the infrastructure to support traditional banking service 
channels.

 → Microfinancing—Examples abound of how microfinancing has helped 
low- income people around the world improve their quality of life.

 → Prize-linked savings campaigns—These have a proven track record 
of increasing savings levels around the world, especially among low- 
income, financially vulnerable non savers.

Although Stiglitz isn’t wrong to be concerned about the impact of financial 
innovations on society, we believe there are many reasons to be hopeful, espe-
cially in the cooperative financial services world.
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Aperçu

Dans le domaine des 
services financiers, 
l’innovation est efficace 
lorsqu’elle peut offrir des 
avantages accrus aux 
membres. L’approche de 
Filene a été conçue pour 
aider les innovateurs 
à optimiser leurs 
capacités d’imaginer, 
de mettre à l’épreuve et 
d’appliquer des solutions 
avant-gardistes.

Sommaire

Dans un article de blogue récent portant sur l’innovation, Joseph E. Stiglitz, qui 
est notamment lauréat d’un prix Nobel en économie et professeur à la Columbia 
University, aborde ce qu’il décrit comme étant l’« énigme de l’innovation ». En 
bref, il affirme qu’il n’existe pas toujours de lien précis entre l’innovation et les 
statistiques sur le PIB, qu’il associe à un meilleur niveau de vie. Stiglitz indique 
que l’innovation dans le secteur des services financiers – particulièrement les 
innovations populaires avant l’effondrement économique de 2008 – voulait 
souvent dire « trouver de meilleures façons d’escroquer les autres, de manipuler 
les marchés sans se faire prendre (au moins pendant longtemps) et d’exploiter 
la puissance du marché ».1

Ce n’est pas exactement la lueur brillante que le mot « innovation » suscite 
généralement, non? Est-il possible que l’innovation dans le secteur des services 
financiers crée des résultats positifs pour les « gens ordinaires »? En matière de 
services financiers, l’innovation est-elle seulement, de par sa nature, un moyen 
de créer du profit?

De quoi traite la recherche?

Pour répondre à ces questions, le présent rapport débute par un bref aperçu des 
innovations générales mises en oeuvre au fil du temps, puis aborde les innova-
tions en affaires en utilisant les sept domaines de possibilité d’innovation de 
Peter Drucker comme cadre. Le principal message associé à l’innovation dans 
chaque secteur est celui-ci : Une innovation très valable est définie en fonction 
de la valeur qu’elle crée pour la société.

Le rapport se poursuit en indiquant les innovations tout particulièrement liées 
aux services financiers. Nous examinons les jalons de l’innovation dans le 
secteur financier au fil du temps – en retournant en arrière jusqu’à 9 000 ans 
avant J.-C.! – avant de nous concentrer sur les innovations observées dans 
les 50 dernières années. Pour nous aider à déterminer si ces innovations ont 
fait davantage que créer de la richesse dans le secteur des services financiers, 
nous soumettons chaque innovation à une épreuve décisive conçue par Robert 
Litan, un agrégé supérieur du programme des études économiques de Brook-
ings Institution. Voici les trois dimensions qualitatives que Robert utilise pour 
déterminer les mérites d’une innovation :

 → Meilleur accès/Plus grand accès

 → Plus grande commodité

 → Productivité/PIB accrus
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Il n’est pas surprenant de constater que lorsque nous avons appliqué ces 
paramètres aux récentes innovations dans les services financiers, les résultats 
ont été résolument variés – ce qui confirme que Stiglitz a raison de s’inquiéter.

En dernier lieu, nous abordons le rôle des coopératives dans le domaine des 
services financiers et le fait que l’innovation est plus efficace lorsqu’elle n’est 
pas mise en oeuvre, mais activement convoitée et développée. Pour illustrer 
ce propos, nous passons en revue ce que nous appelons la méthode Filene – 
un processus en six étapes qui peut aider l’innovateur à passer des idées aux 
résultats dans le secteur des services financiers. La méthode Filene a été conçue 
pendant dix ans par le groupe de réflexion sur l’innovation de Filene, appelé i3 
(Idées, Innovation, Implantation). La méthode a servi à élaborer et à mettre à 
l’épreuve des centaines d’innovations dans le domaine des services financiers.

Quelles sont les conséquences pour les coopératives de crédit?

Comme les institutions financières fondées sur la coopération ont le mandat 
de faire passer les gens avant les profits, elles doivent appliquer le filtre de 
l’avantage accru pour les membres à chaque innovation qu’elles envisagent. 
Cela ajoute un facteur temps et un facteur complexité à chacune des décisions 
que prennent les coopératives, mais il existe une foule de possibilités d’innover 
tout en offrant des avantages aux membres.

Voici de bons exemples :

 → Services bancaires mobiles – Ces services ont été particulière-
ment critiques dans les pays en développement qui ne possèdent pas 
l’infrastructure permettant d’appuyer les circuits de services bancaires 
traditionnels.

 → Microfinancement – Les exemples abondent pour montrer comment le 
microfinancement a aidé les personnes à faible revenu de partout dans 
le monde à rehausser leur qualité de vie.

 → Campagnes d’épargne comportant un prix – Ces campagnes ont 
prouvé qu’elles font augmenter les niveaux d’épargne partout dans le 
monde, particulièrement chez les non-épargnants à faible revenu et 
financièrement vulnérables.

Même si Stiglitz a raison de se préoccuper de l’incidence des innovations finan-
cières sur la société, nous sommes d’avis qu’il y a de nombreuses raisons de 
garder espoir, surtout dans le domaine des services financiers coopératifs.
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Thank you for joining us for the Research Symposium: Credit Union 
Innovation highlighting how credit unions can innovate in fields as diverse as 

capital instruments, regulatory treatment, corporate structure, and strategic focus, 

all in the interest of better serving member-owners. 

 

Your feedback counts. Please share with us at www.filenefeedback.com 

 

Contact us if you have any questions or would like more information about our 

organizations: 

 

Filene Research Institute 

Phone  608.661.3740 

Web http://www.filene.org 

 

Credit Union Central of Canada 
Phone  416.232.3432 
 
Web http://www.cucentral.ca 

 

Desjardins Group 
Phone  418.835.8444 

Web http://www.desjardins.com/ca/ 

 




