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INTRODUCTION
“Governance” …a word derived from the French “gouvernance” refers to the exercise of authority and control.

· Governance is about exercising direction and control of human resources

· How power and authority (and consequently responsibility and accountability) are allocated at the top of a SACCO, typically among the three members of the governance team: the owners, the board, committee and management;
· A system by which corporations are led, enabled and held accountable

· The manner in which leadership of a corporation / society is executed in the stewardship of corporate assets and resources to increase and sustain the shareholders value and to satisfy the needs and interests of all shareholders
It is the responsibility of the board…while owners and managers have legitimate roles to play in effective governance; it is the board which must take the lead.
Boards are accountable to all stakeholders as they are representatives/ agents to the corporation’s principles

SCOPE OF THE SACCO GOVERNANCE MODEL
Cooperative Societies operate in an environments surrounded by communities who depend on them for jobs and tax revenues, customers for quality products and services. All stakeholders have interests in the well being of their corporation/ society

The organizations also operate in environment which is characterized by political interests, markets existence, culture, values, technology, regulations and taxing authorities.

Why interest in SACCO governance?

· The community needs to reassure itself that ;

· Cooperatives business enterprises are viable, sustainable and competitive

· Cooperatives are held accountable and not left to run a amok

· Societies are competitively attractive to investments
· SACCOS are responsible corporate citizens

· SACCOS comply with legal framework and remain relevant and legitimate in society
· The members want to reassure themselves that :

· The cooperatives  business enterprises operates in a transparent manner

· Members rights, fairness and equitable treatment of all investors

· There is corporate leadership for efficiency and probity

· SACCOS are responsible, responsive, accountable, transparent, competitive and sustainable

· The Directors/ Executive Committee members are interested  in SACCO governance because:

· Their roles are becoming increasingly professional and much more demanding

· They need to clearly understand their roles, duties, responsibilities and liabilities within the Cooperative movement
· They need to have adequate knowledge of the business they direct as well as good corporate governance principles and practices

FORCES DRIVING CORPORATE INTEREST IN THE 21ST CENTURY

· Corporate failures

The collapse of global giants like Enron and WorldCom has put a harsh spotlight on corporate governance practices and more specifically, on the role that committee members did or did not play in the demise of their SACCOS 

· World financial and economic crisis – realization that good corporate governance has economic payoff

· The fight against money laundering, corruption, bribery and abuse of corporate power

· Globalization and economic liberalization

· Advocacy for a clean and green environment  - Laws governing environmental pollution and combating child labour
· The need to make SACCOS viable destinations for investment in competitive global market

The relationship, which directors of a cooperative have with their members, is a very different one from that of a board with its shareholders. As a result cooperative directors have full understanding and knowledge of the operations of the cooperatives movement.

But how do SACCOs ensure appropriate and workable balance between the roles of the Executive Committee Members and the roles of management?

Another related question concerns the nature and the extent of the responsibility, Should a board ensure strong and effective relationship between the members and their cooperatives or credit unions? 

In view of the above critical concerns, a cooperative model of governance has been developed by cooperative movement in many nations with the sole purpose of harmonizing Sacco’s operations and relationships between committee members and the management.
In Kenya, the AGM is the supreme organ which authorizes operationalization of the Budgets, it also give saccos’ borrowing powers and decides on who to be in the management committee, the Executive management committee bench is above the members. 
During Annual General meeting, transparent elections for Executive Committee Members are held under the supervision of the Ministry of cooperatives and Marketing officials.

A well thought out governance structure, like in the Kenyan case has to a great extent made cooperatives relatively stronger in terms of decision making, members’ participation and general performance in funds mobilization and service delivery and products provision scope.
The SACCOS agents are currently empowered to make and effect investment, bond expansion, marketing strategies, corporate social responsibility, HIV/ AIDS, and child labour mitigation decisions which are expected to be for the benefit of their members.
Governance has come to encompass four key areas of focus for the leaders of any Savings, credit and cooperative societies;

· Leadership… setting the long term strategic vision or strategic formulation 

· Stewardship…Shepherding the resources of others

· Monitoring…Evaluating performance measures and holding management accountable

· Reporting…to members and beyond

Savings, credit and cooperative societies committees and boards are fairly versed in all the mentioned disciplines

Whatever governance practices you choose, it is without question, the committees’ responsibility to develop the organizations approach to governance to ensure that appropriate systems are in place to enable cooperative –organization exceed members’ expectations and are accountable 

It is no wonder that some of the best –known businesses around the world are cooperatives. They include consumer owned cooperatives such as the American purveyor of outdoor clothing and supplies, and the coop Nordic, a popular retail cooperative in Scandinavia. Employee based cooperatives exists in utilities, fisheries and manufacturing and include the Mondragon corporation cooperative.

There are two types of governance model, which are practiced by the SACCOs in the world, Africa not excluded;

I. Guideline- based models
Have a set of standards or guidelines prescribed by a legal entity / committees, putting in place rules that cooperatives are supposed to follow. A model that fit in this group includes regulatory standards. At its heart, is the premise that boards must focus on the ends and management on the means. Boards and committees achieve this by developing and approving policies and then holding management accountable for effectively operating the organization within these parameters; management implement and acts. 

Indeed, SACCOs have by-laws which provide clear frame work on how they should operate/ manage their affairs. These by-laws are highly guideline based as they talk procedures or policies which can address most challenges experienced by members.

The most outstanding advantage about guideline based model is that they “solve “ governance  problems by providing the answers ; they are straight forward and cut through internal squabbles, but they provide these solutions in a blanket way, addressing every governance situation and every committee/ board at every time in the same way 

There is definitely a place for standards, guidelines and values in cooperatives enshrined in the cooperative governance. These have led to relatively stronger performance in many SACCOs

In fact, the following random sample governance standards have helped boards and committees to self –assess

1) Do boards and committees play leading role in governance?

2) Do Boards / committees play an active role in strategic planning and risk management?

3)  Are committees / board members independent from management?

4) Do boards/ committees play an active role in overseeing management performance?

5) Is there an active audit committee with skilled, independent members, ensuring timely, accurate and complete information?

6) Do the committees/ boards play an active role in communications and disclosures to stakeholders?

II. Principle based models or the conference Board’s model; 

The models focus on identifying over arching principles of governance, then encouraging boards and committees to evaluate and choose their own best practices using these principles as the foundations and filters.

In this case;

· Leadership and stewardship, looks at strategic planning, oversight, risk management and succession

· Service and fairness, is confined to engaging and serving all stakeholders

“Co-operative Governance” is the relationship between the members as the owners of business, the management that has the care and control of the business, and committees/ boards as monitors of and advisors to management on behalf of the owners.

While my perception tells me that there are two main governance models, I wish to state that the above analogy is a direct pointer to the fact that there exist six competing governance models. Each of them have been proposed by other SACCOs stakeholders as a single cooperative governance model

1) Democratic or association perspective…a democratic model;

Who elects boards / committees and how do board members and committee members qualify for nominations?

In Kenya for instance, the co-operatives Act section 27 and28, laws of Kenya talks about supreme authority and SACCO by-laws are very clear on the specific election procedures

2) Agency theory…a compliance model

3) Stewardship theory…a partnership model

4) Resource dependency theory…a co-optation model

5) Stakeholder theory…a stakeholder model

6) Managerial hegemony theory….a “rubber stamp “ model

The six models can be summarized into one major model, the principle – based model approach for co-operatives. This has helped SACCOs to balance four major tensions that cooperative governance must deal with and they have made SACCO governance quite effective.

What are these tensions that need principle-based model to address?

I. Tension between board/ committee members acting as stakeholder representatives and experts, charged with driving the performance of co-operatives forward

II. Tension between boards/ committees roles of driving organizational performance and ensuring conformance ( accountability and prudence)

III. Tension between boards/ committees having to both control and support management

IV. Tensions and conflicts that stem from elections, accountabilities to multiple stakeholders

The cooperative values under the principle based model, (voluntary membership, democratic member control, member economic participation, autonomy and independence, education, training and information, cooperation among cooperatives and concern for community) are key to upholding normalcy and enhancing performance in cooperative fraternity.

These principles outline the fundamental tenets of cooperative direction and control. They have the capacity and have assisted cooperatives to experience peace and reasonable levels of stability. 

It is the members who control the cooperatives, regardless of the rights and powers of any stakeholder group.

To be precise, the membership – based structure of a cooperative is the feature, distinguishing it from an ordinary corporation- and the feature that lies at the core of its success. The organization is run by its members: one person, one vote

Members exercise this control by electing representatives to govern the cooperative on their behalf; the board is therefore elected directly by the members and the elected representatives are accountable to the membership; mechanisms, such as annual and special meetings and reports, always need to be put in place to ensure this.

The capital of the cooperative in whole or part is contributed by and is the common property of the members.

Cooperative members can choose to raise capital from external sources, but do so in ways that ensure democratic control by members.

While surpluses are allocated to developing the cooperatives, benefiting members (transaction pricing or rebates), providing education and training, and supporting other activities including the sustainable development of their communities

The committees consciously keep its strategies and structure aligned with the cooperative principles and members are kept informed through meetings and represented in and through the election process.

Once every year, an open annual meeting is held to inform members on any changes likely to affect their organization

RECOMMENDATIONS
In order to effectively enhance the operationalization of SACCO Governance Model, it would be worthy to consider the following recommendations;

· Good governance is a necessary condition, not just for sustaining the cooperative legacy, but also in the quest for excellence that will build on the firm foundation and long tradition of cooperative societies. 

· It is important for SACCOS to impel their members to the concept and operationalization of corporate governance so as to create SACCO members ownership of a governance model a SACCO wish to implement
· SACCO members interested in joining Executive Committees need to understand why they should be members of the board and what their contribution will be to the SACCO at that level

· Committee members must learn to know what their roles will entail as board members of their SACCOS. This will eventually help them to effectively implement a governance model in place 
· Continuous training of committee members on the SACCO governance model and how it links up with daily SACCO operations would be a necessary activity for SACCOS since there are normally new directors on board on yearly basis.

CONCLUSION

In the past, management of many cooperative societies in Africa was a grate cause for worry. The institutions were so badly operated, resulting into the collapsed of many SACCOS. 

Vices, such as nepotism, greed, conflict of interests, over politicization were common practice.

To date, we are able to witness some levels of acceptable progress in terms of how SACCO matters are managed and made to grow.

SACCOS which have been able to register high returns on their investments are those that have embraced the practice of good SACCO governance model and have exposed their staff to various SACCO trainings focusing on good leadership, investments and risk management, decision making, monitoring, evaluation and reporting.
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