
 
 

 

 

 

                                

 MASTER IN INTERNATIONAL BUSINESS LAW   
  

  Thesis 

             

The Impact of the 2008 Financial Crisis: an analysis of the    

effects on the Corporate Governance in the Finnish Cooperative 

Banks 

 

 

 

 

Student: Simona Ciccarini  

014214060 

 

Supervisor: Professor Jukka Mähönen 

Year: 2021/2022 

 

 



1 

 

Table of Contents 

Summary .............................................................................................................................. 3 

Preamble ............................................................................................................................... 3 

Thanks .................................................................................................................................. 4 

CHAPTER 1: Introduction ................................................................................................ 6 

1.1 The scope of the thesis ................................................................................................... 6 

1.2 Background .................................................................................................................... 6 

1.3 Research question and methodology ........................................................................... 8 

1.4 Structure ......................................................................................................................... 9 

CHAPTER 2 COOPERATIVE BANKS IN FINLAND ................................................ 11 

2. THE FINNISH LEGAL SYSTEM and FINNISH BUSINESS FORMS .................. 11 

2.1 The Nordic Legal System ........................................................................................ 11 

2.2 Finnish business forms ............................................................................................ 13 

2.3 THE FINNISH COOPERATIVES: a general point of view ................................... 16 

2.3.1 History of Cooperatives ........................................................................................ 16 

2.3.2 Legal Framework and Cooperatives structure .................................................. 17 

2.4. THE FINNISH BANK SYSTEM .............................................................................. 19 

2.4.1 The history of Finnish Banks ............................................................................... 19 

2.4.2 Legislation and Structure ..................................................................................... 20 

2.5 The Finnish Cooperative Banks ................................................................................. 21 

3.1 The notion of Corporate Governance: an introduction to the chapter .................. 22 

3.2 Definition of Corporate Governance ......................................................................... 22 

3.3 Models of Corporate Governance .............................................................................. 23 

3.4 The Nordic Corporate Governance ........................................................................... 26 

3.5 Corporate Governance in Finnish Cooperatives ...................................................... 29 

3.5.1 The general meeting ................................................................................................. 29 

3.5.2 The Board .................................................................................................................. 30 



2 

 

3.5.3 The Supervisory Board ............................................................................................ 31 

3.5.4 The Chief Executive Officer .................................................................................... 32 

3. 6 Auditor ......................................................................................................................... 32 

3.7 The right to access information .................................................................................. 34 

3.8 Corporate Governance in Cooperative Banks .......................................................... 35 

3.9 A concrete example of a Cooperative Bank: the OP Group .................................... 38 

CHAPTER 4: THE FINANCIAL CRISIS AND ITS EFFECTS ON THE FINNISH 

COOPERATIVE AND BANKING SYSTEM ................................................................ 42 

4.1 The 2008 Financial Crisis ........................................................................................... 42 

4.2 The Effects of the Crisis on Europe and Europe's Reaction ................................... 45 

4.3 The Crisis: the understanding of strong Corporate Governance in banking ........ 47 

4.4 The Basel III Regulation ............................................................................................. 50 

4.5 The effects of the Financial crisis on the Finnish banking system .......................... 52 

4.6 The Impact on Cooperatives and Cooperative Banks: interview with Antti 

Makkonen ........................................................................................................................... 58 

4.6 The impact on the Corporate Governance ................................................................ 60 

CHAPTER 5: FINAL REMARKS .................................................................................. 63 

5.1 Considerations ............................................................................................................. 63 

5.2 Conclusions .................................................................................................................. 64 

LIST OF ABBREVIATIONS ........................................................................................... 67 

BIBLIOGRAPHY .............................................................................................................. 68 

 

 

 

 



3 

 

Summary 

This thesis consists in an analysis of Corporate Governance in the Finnish Cooperatives and 

in the Finnish Cooperative Banks. By comparing the Finnish Corporate Governance model, 

with the other models used in other countries, it is possible to have an idea of the Finnish 

economic system and how this system may react to events as the economic crisis. The study, 

focuses on Cooperatives, as these kind of business forms are very popular in Finland, with 

particular attention on the form of the Cooperative Banks.  

The thesis also analyses the effects of the 2008 Financial Crisis and the effects that the 

following regulation had on the Finnish Banks and Cooperatives, from a general and 

Corporate Governance point of view. The aim of this paper is the one of study the effects of 

the Crisis and the post-crisis regulation on the Finnish Banking system, on Finnish 

Cooperatives (especially Cooperative Banks) and on the Corporate Governance.  

 

Preamble   

When I started my master’s degree in International Business Law, I never thought I would 

conclude with a thesis on Cooperatives (especially Finnish ones). My Master’s degree in 

Law in Florence, obtained in 2016, ended with a "specialization" and thesis in commercial 

law, with the subject of Corporate Governance on the Italian Liability Limited 

Companies. The thesis consisted of an analysis of the legislation and the new form of the 

Supervisory Board which brought many problems from the point of view of doctrine and 

jurisprudence. The title of the thesis was assigned to me by the thesis supervisor as students 

in Italy cannot decide the topic of their thesis as opposed to Finnish students.   

So, Corporate Governance, although not unknown to me, was not my choice. What I wanted 

to write about, being my thesis supervisor, a professor of international Company Law, would 

have been an analysis of companies in Finland (I had carried out my Erasmus program at the 

University of Helsinki in 2013), I was interested in the system and I wanted to deepen my 

knowledge about it. Despite this, I found the theme of Corporate Governance extremely 

interesting, enough to get me attached to it.  

When I was accepted to the Master of International Business Law, I was determined to learn 

more about Nordic Company Law, as I already knew the system is very different toa southern 

European country like Italy. For this reason, for my writing seminar I chose the topic of 

Nordic Business Forms, with Professor Ville Pönkä, in order to study and better understand 
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the system. I must admit that during the writing of the essay, I did not concentrate on 

Cooperatives. I noticed, however, that Professor Pönkä kept on mentioning them. 

Cooperatives, as a lot of literature points out, are the kind of associations less studied, 

compared to other business forms, by law students because they are not associated with 

business or profit or risk achievement itself. Objectively it is true and I must admit that in all 

the Company Law examinations I have done, I never once had to study Cooperatives. The 

only thing I had to know was the general concept of Cooperatives. 

 I wondered why they were so popular in Finland and I started doing research and taking part 

in some courses in the University of Helsinki. I was very impressed by the number of 

Cooperatives in Finland and the fact it presents an extremely strong sector in the Finnish 

markets. Even more puzzling was the discovery that my Bank, the OP, was a Cooperative. I 

decided to turn to Professor Jukka Mähönen, the supervisor of this thesis, to talk about the 

subject. Discussing my past, my studies and interests, I found that there is a need for research 

on Corporate Governance and Cooperatives. I then decided the subject of my thesis: the 

Finnish Cooperative Banks and their Corporate Governance. Also, at the same time as my 

studies, I was (and still am) working as an assistant researcher for Professor Hans 

Micklitz. Part of the work consists of the research of European and international banking 

legislation. For this reason, I also decided to analyse the financial crisis of 2008 and see its 

effects on Corporate Governance in Finland especially in the Cooperative banking system, 

through an analysis of the European and Basel III regulations. 

Thanks  

There are many people I must thank for his journey. First of all, I would like to thank my 

supervisor, Professor Jukka Mähönen, for his help in drafting this thesis, a type of thesis 

more based on research than on the mere description of facts which is new to me. I also want 

to thank him for his patience in helping me with all the translations. 

I am deeply grateful to Professor Hans Micklitz who introduced me to Professor Mähönen 

and who taught me new writing and research techniques. I also thank him for the deep moral 

support he has given me in recent months, for his advice and willingness to help me finish 

this path. A big thank you also to Dr.Kangle Zhang who introduced me to Professor Micklitz.  

Thanks to Susanna Talvitie and Antti Makkonen for participating in an interview with me 

for this thesis. Thanks to Ville Pönkä, Responsible for the IBL Master students 2019/2021 

and to the University of Helsinki which has given many opportunities since 2013.  
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I thank my family: my mother, my father, my grandparents and my uncles for their support 

and strong belief in my abilities. I also thank my dearest friends in Italy: Lucrezia, Irene, 

Paola, Clarissa, Giada and Lucia for their continuous assistance and support even if it is from 

far away. I thank Giorgia and Morgy for the support and for listening to me; my colleague 

Daniela and my supervisor Fernando for their positivity and suggestion. I thank my dearest 

friends of Erasmus: Anna, Iuliia, Lorenzo, Lars and Pablo, thanks to whom the experience 

would not have been the same. I also like to think that it is because of them that I managed 

to get back to Helsinki. I thank Klaus and Rodrigo, Ilona, and Katri for their help.  Last but 

not least, I thank Josetta, Kate and Alex, my colleagues in the IBL and also my family here, 

from whom I have learned and am still learning a lot. 

Thank you all very much, 

Simona Ciccarini  
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CHAPTER 1: Introduction 

1.1 The scope of the thesis 

This thesis aims to analyse Corporate Governance in Finnish Cooperative Banks, which are 

retail and commercial Banks organized in the form of Cooperatives. Finnish Cooperatives 

require further study because Cooperatives, as all Finnish business forms, are subject to 

flexible Corporate Governance rules. Further, Finland has a very strong Cooperative 

presence, including the OP Group which is the second biggest Bank group in Finland, while 

the other Cooperative Banks, POP Pankki, are very small.  The flexibility of the Corporate 

Governance in a strong business as the Finnish Cooperative Banks, is an interesting case 

study, to understand if this system works, specially in case of catastrophic events. In fact, 

beyond the study of the Corporate Governance, first in general Cooperatives and then in 

Cooperatives Banks, the main focus of this thesis will be on the 2008 financial crisis. Then, 

there will be the analysis of the effects of the 2008 Financial Crisis and the following Basel 

III and European legislation on the Corporate Governance of Finnish Cooperative Banks. 

The Cooperatives in Finland have proved to be very resilient after the crisis because their 

actions were far less risky than in other countries, so a study of the Finnish banking system, 

Cooperatives and Corporate Governance, after an event such as the 2008 financial crisis, 

provides an interesting case study.   

1.2 Background 

Cooperatives are a business form which consists by an association of persons who unify 

voluntarily to meet their common economic, social and cultural needs. Cooperatives are not 

linked to the idea of “pure maximisation of profit” as the owners are usually united with a 

mutualistic purpose rather than a sole lucrative scope.1 However, as Cooperatives in Finland 

have a lot of flexibility, they can choose their scope to also be lucrative. In Finland, 

Cooperatives hold a significant position on the Finnish market. They manage several sectors, 

from food to energy as well as the subject of this thesis, the banking sector.2 Cooperative 

Banks, as said above, are retail and commercial Banks with their organization based on the 

 
1
 Ville Pönkä, “Are Cooperative Societas Transforming into Cooperative Companies? Reflections on the 

Finnish Cooperative Act”, European Business law review 30.1, (2019), p. 80 
2
 For a deep commentary on the types of Cooperatives see https://pellervo.fi/en/english/cooperation-finland/, 

and https://www.ilo.org/global/topics/cooperatives/lang--en/index.htm  

https://pellervo.fi/en/english/cooperation-finland/
https://www.ilo.org/global/topics/cooperatives/lang--en/index.htm
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Cooperative form. One of the biggest Banks in Finland, the OP Group, is a Cooperative 

Bank.3   

Every company or association needs a managerial structure in order to work. This structure 

is called Corporate Governance which refers to the set of organs necessary for the proper 

functioning of a company. They can be compared to the organs of a human body: some are 

necessary for life and others are accessories.4 Each country can decide on their corporate 

model and national laws determine the shape of these organs. The choice of Corporate 

Governance model reflects the country’s economic system – if the Corporate Governance 

functions well, so do the companies which affect the markets as a whole. Good Corporate 

Governance can prevent the default or bankruptcy of a company. There are also European 

and international regulations which interact with national law, in our case with Finnish law. 

The 2008 Financial crisis can be traced to the real estate market and loans. In America, the 

real estate prices exponentially increased, so it was not easy to buy a house. At the same 

time, the “purchase demand”5 kept on rising. For this reason, Banks started to issue loans, 

through financial packages called sub-primes, also to those people who could not afford a 

house. The subprime packages were sold around the globe.  If these people could not make 

mortgage deductions, the house went into foreclosure. As many people failed to make 

mortgage deductions, the Banks faced a big loss of liquidity, causing them to declare 

bankruptcy. These events had an impact on the global economy, and different effects linked 

to each country’s particular economic situation. 6 

Bank’s issuing sub-primes was not the only reason for the crisis. The credit rating agencies, 

whose job is to evaluate the risk of a financial institution/action, also had a role to play. They 

were giving very good rates to those financial products. A good rate indicated a low risk and 

ensured an income to the owner of the financial product, even though this did not reflect 

reality. The selling of the sub-primes loans around the world and the high risk actions taken 

because of the wrong ratings, affected the global economy, transforming the American 

financial crisis into a global crisis. In Europe, the high public debt also meant that the States 

 
3
 For more info see  https://www.investopedia.com/terms/f/financial_cooperative.asp  

4
 This is part of the organismic concept of the Corporate personality, according to which, a Company is seen 

as an individual and so the organs within it are its organs as in a human body. pp.1068-1069  Michael J. Phillips, 

Reappraising the Real Entity Theory of the Corporation, 21 Fla. St. U. L. Rev. 1061 (1994) .   
5
 The economic principle of demand consists in the price that a person would pay to purchase a certain good 

or service. More the price increases, less the person would purchase that good and vice versa. For more info 

see https://www.investopedia.com/terms/d/demand.asp  
6
 Ibid 

https://www.investopedia.com/terms/f/financial_cooperative.asp
https://www.investopedia.com/terms/d/demand.asp
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could not help the Banks that went into default. This also led to a labour crisis and the default 

of an entire state as it happened to Greece.   

To solve this situation, the response of the various countries was to create better regulation 

based mostly on risk management and maintaining liquidity. The Basel III regulation 

provided global rules and standards that Banks have to follow in order to avoid another crisis. 

The European Union adopted the regulation with Directive 2013/36/EU and regulation 

575/2013 EC.  

The Financial crisis had an impact also on Finland and this event takes us to the following 

research question.  

1.3 Research question and methodology 

The research question that this thesis seeks to answer is: how has the 2008 financial crisis 

and the following Basel III and European regulations7 affected the Finnish banking system, 

with a focus on Cooperative Banks, and Corporate Governance. 

Answering this research question proved to be a challenge: there are not many sources 

available, especially in English and the first two chapters are purely focused on Finnish law. 

I relied on articles and books written in English which dealt with the Nordic legal system as 

I am not familiar with any of the Nordic Languages (even if I am trying to learn Finnish, it 

will still take a lot of time before I can read a legal text in Finnish). I had to also rely on 

secondary sources for the Finnish laws. However, I have not renounced the primary sources, 

i.e, the Finnish acts and codes. Fortunately, I was able to find official and unofficial English 

translations of the past Cooperative acts and the Finnish Company Act. There was no English 

translation of the 2013 Cooperatives Act nor of the Act on Cooperative Banks neither of 

other Cooperative Credit Institutions, but thanks to modern technology and the help of my 

supervisor, I was able to get translations that were good enough for me to understand their 

content. 

The methodology used for this research is, first, the doctrinal one as I made a descriptive 

and detailed analysis of the legal rules that I found using primary sources. In fact, I used the 

Finnish acts and legislation. Through this method I could gather the information I needed to 

describe the law and support my hypothesis. I also used empirical research, which consists 

 
7 When I speak of European Regulation, in this paper,  without any number of a Directive or Regulation next 

to it, I intend the all kinds of EU regulatory instruments.  
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of using data analysis, to understand the legal system. I used statistical information and 

graphs, especially when I was dealing with economic information.  

Empirical research consists of qualitative and quantitative research and I partially utilised 

both as I studied the legislation and extracted the information from the legislation. Through 

this method, I was able to divide that information into categories (qualitative method) and 

through quantitative methods I could extrapolate the data that I need to support my 

hypothesis using reports and statistics. I used the official annual reports of the Basel 

Committee, the reports of the European Banking Agency and those of the Bank of Finland. 

I did not use the comparative method, in the sense of comparing two or more legal systems 

in two or more different countries in order to find differences or similarities, as I focused 

solely on the Finnish legal system. However, I utilised the comparative method on specific 

legal issues.  I mentioned some legal issues from the other Nordic countries, as this provides 

the macro-context which I needed to introduce in order to let the reader understand the 

Finnish system. I also compared the different legislation of the union of some of the countries 

that came together to solve the problem of the financial crisis. So, I compared the Basel III 

regulation, which was the result of the Basel Committee which was composed of several 

countries, and the European Union regulation, which is the result of the adoption of the Basel 

Regulation.  

Finally, to have some concrete feedback, under the advice of my supervisor, I contacted 

influential people in the financial sector and banking Cooperative and conducted interviews. 

The interview method was a semi-structured one as I gave my questions to the interviewee 

in advance and they were free to answer as they preferred. From the interviews, I could then 

utilize the necessary information that could help me to answer the research questions of my 

thesis.  

1.4 Structure  

Throughout this thesis, I will highlight that the model of Corporate Governance is flexible 

in Finland and each company can decide how to organise themselves. This is especially 

interesting with Finnish Cooperative Banks because banking is such a risky sector. I will do 

this by first gradually introducing the topic. 

The second chapter consists of an explanation of Finnish business models and the Nordic 

historical background and the formation of the unified legal systems. Finland, Sweden and 
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Denmark are member states of the European Union, but above all, they are Nordic countries. 

Their legislative system is similar to that of Civil law, but still different from the classic 

model of Civil law. After this, I will introduce the concept of Cooperatives, again from the 

historical point of view, and then explain its origins in Finland. Then I will move onto the 

Finnish banking system, since the focus of the thesis is on Cooperative Banks.  

The third chapter introduces the general notion of Corporate Governance, followed by the 

classification of the different models used in different Company Law systems: the one-tier 

or monistic model and the two-tier, or also called dualistic model. The models refer to how 

the relationships between the organs of the Corporate Governance interact between each 

other and which role they cover. I will introduce the Corporate Governance model used by 

the Nordic countries and explain the company model used in Finland in detail. At this point 

I present the Governance model of Finnish Cooperatives, using both the 2013 Cooperatives 

Act (Osuuskuntalaki), which deals with Cooperatives in general, and the Act on Cooperative 

Banks and Other Cooperative Credit Institutions (Laki osuuspankeista ja muista 

osuuskuntamuotoisista luottolaitoksista). Each organ of the Corporate Governance (the 

Board, the Supervisory Board, the CEO, the Auditor and the powers of the General meeting) 

are considered. The chapter concludes with a concrete example of Corporate Governance in 

the largest Finnish Cooperative Bank. I had the opportunity to interview OP Group’s Head 

of Governance and it is interesting to analyse the different Corporate Governance structure 

compared to the classic Nordic monistic model seen so far. 

The fourth chapter begins by dealing with the 2008 derivatives crisis and its global 

implications. I then consider its effects on Europe and the response to it, with an introduction 

of the rules to contain the effects of the crisis. I focus on the parts of the law that are closely 

related to Corporate Governance. The same applies to the next paragraph, which deals with 

the Basel III regulation, which has been introduced on the European level. The chapter then 

deals with the effects of the crisis, both banking and financial, in Finland. To get feedback 

from a concrete point of view, I used the annual reports of the Finnish central Bank and also, 

I interviewed Mr. Antti Makkonen, who works at the Finnish Ministry of Finance as Senior 

Specialist in Banking & Finance Legislation. The chapter concludes with the effects of the 

crisis on Cooperatives and Corporate Governance.  

The final chapter of the thesis, chapter five, consists in considerations and conclusions.  
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CHAPTER 2 COOPERATIVE BANKS IN FINLAND  

2. THE FINNISH LEGAL SYSTEM and FINNISH BUSINESS FORMS   

2.1 The Nordic Legal System  

To better understand the Finnish Cooperative Banks, it is important to introduce the Finnish 

legal system first. This system cannot be explained without linking it to the macro-group of 

the Nordic Countries legal system, as the law that Finland has today, is the result of various 

historical facts that happened between the Nordic Countries.  

The Finnish legal system is considered from some part of civil law; despite this there are 

features that distinguish it from the typical civil law system common in southern European 

countries. The Nordic countries, which are Norway, Sweden, Finland, Denmark and Iceland, 

are considered to be a separate legal family, generally regarded as a subgroup of civil law, a 

European Continental group of Roman-Germanic. They are considered a subgroup because, 

despite the lack of a code, a fact that creates problems in understanding civil law countries  

as intended for civil law countries, Nordic countries still have some influence of Roman law, 

the German and France doctrine and to its codification, and this is enough to set the Nordic 

Law in the Civil law subgroup .8  

The concept of a Civil Code must be explained: a code, as intended in the civil law countries, 

comes from Roman law. In fact, the first codification was the Corpus Iuris Civilis, which 

was a collection of laws regarding different legal matters unified under the same Corpus 

(body). This code was the basic legislation for Europe until the 19th century, until the 

Napoleonic Code (Code civil des français or Code Napoléon) came into existence. If a 

European country was influenced by Roman law through the Roman empire’s massive 

expansion, they are presently considered as civil law countries. “The legal thinking in Roman 

law influenced countries like the Germanic ones. Indeed, those are characterized by a 

systematic and abstract system which relies on large-scale codifications”. 9 

The Nordic countries have not been influenced by Roman Law as much as other European 

countries. For this reason, the Nordic countries give another meaning to the concept of a 

 
8
 Wahlgren, P. (2007). What is Scandinavian law? Social private law. Stockholm: Stockholm Institute for 

Scandinavian Law, Law Faculty, Stockholm University. Sundberg, Jacob, Civil law and the Scandinavians, 13 

Scandinavian Studies in Law 179 ff (1969).  Ewoud Hondius, Pro-active Comparative Law: The Case of Nordic 

Law, p 145, Scandinavian Studies in Law, Vol. 50, pp. 143-156, 2007 
9
  Louise Rinne, Conflict Resolution in the Nordic Countries: the Rise of Alternative Dispute Resolution, p.7 

Conflict Resolution in the Nordic Countries: the Rise of Alternative Dispute Resolution  

https://matheo.uliege.be/handle/2268.2/6823
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Code. Nordic law is simple and there is no wide-ranged codification. In fact, there is no 

general Civil Code, but the Nordic Countries use different acts for different matters. 10 

So, in the case of the Nordic countries it is better to say that there is a “Codification” but the 

concept is different from the code of civil law countries. This Codification, came into 

existence in Denmark in 1683, in Norway in 1687 and Sweden in 1734. The Swedish 

codification was adopted by Finland as part of the Swedish reign. Some small parts of these 

pieces of legislation are still present in the modern versions. The Danish (Danske lov) and 

the Norwegian (Norge lover) codification came into existence thanks to the king, Christian 

V. In fact, the two countries were under his rule, even if the two countries had their separate 

laws. The codifications consisted in the existing national law of the two countries 

comprehending both civil and criminal law. Sweden also had a codification, originally from 

1442 issued by king Christopher and then re-confirmed in 1608 by king Charles IX. Despite 

this, Sweden needed a new codification, and, taking example from Denmark and King 

Frederick I of Norway, decided to create a committee for the drafting of a new codification, 

“The law of 1734” (1734 års lag). Finland, part of the Swedish Reign, adopted the code 

calling it “Law of the Realm of Finland.”11 

 

Finland, as already mentioned, was part of the Swedish reign and so, the legal system was 

the Swedish one. The legal system remained the same even when Finland was under Russian 

rule as a Grand-Duchy. On the other hand, Norway was under the reign of Denmark and 

therefore took a different legal system. Until 1872 the two models of the Danish/Norwegian 

and Swedish/Finnish legal systems were still set apart. However, that same year important 

juridical figures from all the Nordic countries started to organize meetings to discuss their 

common legal interests. From here the Nordic legal cooperation began.  

This Nordic legal cooperation started with civil matters and laws concerning commercial 

relationships. This was an informal cooperation made through meetings of governments 

commissions of the Nordic Countries. After the first world war, the cooperation was 

expanded to other matters. An important novelty at this time was the fact that Finland joined 

the meetings as soon as it was no longer under Russian rule. This Nordic cooperation 

continued and the organised legislative cooperation in Scandinavian law has progressively 

 
10  Louise Rinne, Conflict Resolution in the Nordic Countries: the Rise of Alternative Dispute Resolution, p.7 

Conflict Resolution in the Nordic Countries: the Rise of Alternative Dispute Resolution 
11

 Finn Hiorthøy, Scandinavian Law, https://www.britannica.com/topic/Scandinavian-law;The Danish code of 

1683: An early European Code in an International Context. / Tamm, Ditlev. 

In: Scandinavian Studies in Law, Volume 28, 1984, pp. 163-180.  Introduction. 

https://matheo.uliege.be/handle/2268.2/6823
https://www.britannica.com/contributor/Finn-Hiorthy/1340
https://www.britannica.com/topic/Scandinavian-law
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increased. As such, the Nordic states have achieved uniform legislation, in fields of 

contracts, commerce, family, nation and extradition. After the Second World War in the 70s, 

Nordic cooperation arrived at its maximum with common welfare, such as consumer and 

workers protection. 12 

 

While the historic codes, mentioned above, still hold significance in Nordic Countries today, 

the developments in modern culture has led to a growth in Nordic Countries civil law with 

the use of acts. In fact, even if the five Nordic countries follow similar legal theories, they 

have developed their own legal standards and they have an agreement to cooperate on 

legislative matters. Nordic legal systems adopted their civil law conceptions, except for the 

civil code in the form they are used in other civil law countries, through the influence of law 

schools and commercial and corporations. Furthermore, modern social welfare and human 

rights legislation has strong connections with international laws. Nordic law, with a 

foundation of its customary laws, is flexible and less authoritarian than other European legal 

systems as it is relatively less restrictive. The laws focus mainly on rules, principles and 

precedents that have developed in practice, especially in courts. Furthermore, most laws are 

made by judges, and as the principle of stare decisis does not apply, the courts are open to 

reflect ever-changing social conditions.13 

 

2.2 Finnish business forms  

Before focusing on Cooperatives and later on Cooperative Banks, it is good to introduce 

Finland's other business forms, in order to understand the Finnish general company legal 

system and better understand the differences between the business forms.  These are: Sole 

trader, Limited liability Companies, Partnership, Cooperative, European Company and 

European Cooperative society. 

 

Regarding the Sole trader (toiminimi), as the name itself explains, the business is started by 

a single person, a sole private owner. Starting a business with this form is very easy as it 

allows the use of a company name, even if the trader is only one person. The single trader 

 
12

 Simoni, A:”la trazione giuridica dei paesi nordici” “legal tradition in nordic countries” ch.4 p.469, in 

Varano,V; Barsotti, V, “La tradizione giuridica occidentale”,” Western legal tradition”. 
13

 Rheinstein, M. (2018). The Growth of Scandinavian Law. 21st ed. [ebook] Chicago: University of 

Chicago Law Review 

https://chicagounbound.uchicago.edu/cgi/viewcontent.cgi?article=13373&context=journal_articles. pp.784-

787 

https://chicagounbound.uchicago.edu/cgi/viewcontent.cgi?article=13373&context=journal_articles


14 

 

makes the decisions and the liability in this case is unlimited: this means that in case of debits 

or default, the trader will have to cover them with his own assets, since he does not have the 

benefits of a limited liability company.  The company can employ workers as in other forms 

of business.14 

 

A Joint Stock Company or a Limited Liability Company is called an Oy (osakeyhtiö) in 

Finland. This is a private company and they do not have a minimum capital requirement. 

Out of 270.000 companies in Finland, 220.000 are Oys, so this type of company is very 

popular. They are regulated by the Finnish Company Act -FCA(624/2006) which is also the 

basis for all the other business forms. The previous Company Act (734/1978) was 

ideologically based on the Swedish-German doctrine. The present one is based on the Anglo-

American system in order to provide an economically efficient vehicle for business 

operation. 15The Oyj (julkinen osakeyhtiö) is also regulated  by the FCA, it is a public limited 

company. Being a public company there is a minimum capital requirement of 80.000 euros. 

According to law, the public company can trade or transfer shares while the Oy cannot.16 

 

According to Chapter 1 of the Finnish Company Act, the Cooperative principles are divided 

in two parts: part one is the company’s core structure regarding shareholders assets and 

transferability of shares whereas the second part describes the internal decision making. The 

legal personality of the Oy starts after the Oy has been registered at the Finnish Trade 

register. This means that the Oy, once registered, will have its own legal personality.  The 

same process is applied to Oyjs. In the agreement, every role of the different members must 

be assigned. The shareholder agreement helps to control in advance the legal risks that may 

arise in relationships between the shareholders and the company. The shareholder agreement 

does not need to accompany the registration forms.17 

 

Regarding the structure of the Corporate Governance, the duties are divided between the 

shareholders, the Board, and, if it is so decided by the Company, a Supervisory Board or/and 

 
14

 “Company forms” in online article “Living in Finland” at 

www.nordiclaw/Companyforms/InfoFinland.html  
15

 Ville Pönkä, Forms of finnish companies and the main principles of company law in Kimmo Nuotio, Sakari 

Melander, Merita Huomo-Kettunen, Introduction to Finnish Law and Legal Culture .p143  
16

 Company formation in Finland, 2013, Bridgewest,  https://www.companyformationfinland.com/form-oy-

ltd-company-finland  
17

 Types of business/company form in WIRMA online article in https://www.wirma.fi/en/general-

information-about-entrepreneurship/types-business-company-form  

http://www.nordiclaw/Companyforms/InfoFinland.html
https://www.companyformationfinland.com/form-oy-ltd-company-finland
https://www.companyformationfinland.com/form-oy-ltd-company-finland
https://www.wirma.fi/en/general-information-about-entrepreneurship/types-business-company-form
https://www.wirma.fi/en/general-information-about-entrepreneurship/types-business-company-form
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a CEO.  The Company Act states that it is the general meeting that makes decisions. Ordinary 

meetings have to take place at least once per year, within six months of the ending of the 

financial period. Decisions are taken through simple majority.  Shareholders have the right 

to promote their personal interest in general meetings as they have the right of selfishness. 

On the other hand, shareholders have duties of loyalty with the other shareholders, as stated 

by the principle of equal treatment in Chapter 1, Section 7 of the Finnish Company Act. 

According to this section, all the shares shall carry the same rights to the associates, unless 

it is differently stated by the articles of association.  

The Board‘s duties concern the good management and administration of the Company. 

According to the Company Act, Chapter 6, section 2, the general duty of the Board is the 

administration of the company and to organize it in an appropriate way for the operations. 

In addition, the Board also has a role in being responsible for the good arrangement of the 

accounts and finances of the company. The Board is a compulsory organ and it can appoint 

the managing director (the CEO). In Finland, the CEO is a one-member organ. If the 

Supervisory Board is contemplated by the article of association, it is appointed by the 

General meeting and it will appoint the Board. 18  Further explanation about, will be given 

in the following paragraphs. 

 

Another business form in Finland, is the Partnership.  It is generally chosen for family 

enterprises. There are two kinds of partnerships, the general partnership (Avoin yhtiö) and 

the limited partnership (Kommandiittiyhtiö).  In both there must be at least two partners but  

the difference between the first and the second is that in the general partnership both partners 

are equally and unlimitedly responsible for what concerns the company and they are both 

responsible have to pay in case of default, while in the second kind, there is a “sleeping” 

partner who is only responsible for the amount he put at the creation of the company and the 

other one is unlimitedly responsible. Understandably, the sleeping partner has less decision 

powers compared to the other one.  19  

 

Now that I have introduced the other company forms, I will turn to the final company form, 

the Cooperative (Osuuskunta). Cooperatives are regulated by the Cooperatives Act which 

 
18

 These details will be see in the next paragraphs, see  Ville Pönkä, Forms of finnish companies and the main 

principles of company law in Kimmo Nuotio, Sakari Melander, Merita Huomo-Kettunen, Introduction to 

Finnish Law and Legal Culture  p 151  
19

 Types of business/company form in WIRMA online article in https://www.wirma.fi/en/general-

information-about-entrepreneurship/types-business-company-form  

https://www.wirma.fi/en/general-information-about-entrepreneurship/types-business-company-form
https://www.wirma.fi/en/general-information-about-entrepreneurship/types-business-company-form
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also has references to the Finnish Company Act.  Cooperatives are business forms that can 

have similarities to partnerships and/or to Limited Liability companies, in fact the 

Cooperative members enjoy limited responsibility. 20According to Finnish Cooperatives 

Act, Chapter1,§2  a Cooperative is “an organization whose membership and share capital 

have not been determined in advance…”21I will discuss this in detail below.  

 

2.3 THE FINNISH COOPERATIVES: a general point of view  

2.3.1 History of Cooperatives  

Even if, as specified above, the Finnish legislation remained linked to the Swedish legal 

system in the period when Finland was part of Russia as Grand Duchy, the Tsar Nikolai II 

signed the Cooperatives Act (Osuustoimintalaki) in 1901. The aim of this legislation was 

clear: the lower and weaker part of society could unify in order to become stronger, 

organizing their activities in a legal form that is different to LLCs (Oy). 22 

Historically, the Cooperative is a modern phenomenon, born in Rochdale in 1844 from the 

experience of the Rochdale Pioneers Society. This was a paradigmatic experience which was 

subsequently exported by intellectuals and politicians to the rest of Europe, marking the 

beginning of cooperation in the modern sense. The Rochdale Pioneers Society was founded 

in 1844 by twenty-eight textile workers who, with a capital of 1 pound each, opened a 

Cooperative shop, so that the poor people could purchase necessary goods, such as food or 

candles, for a more convenient price. This was a reaction to the high prices of corporations. 

The initiative was a success and they created more and more different commercial activities. 

The most important merit of the Pioneers of Rochdale was to establish a statute of 

fundamental principles. These principles inspired the entire Cooperative movement through 

the sharing of values and interests among members, internal democracy (based on the 

principle of "one head, one vote"), religious tolerance, the right to education, gender equality 

(starting with the recognition of the right to property also for women which were not covered 

 
20

 This is the kind of translation mostly used in the Finnish English translated paper. The Oy is actually what 

would be translated as Joint stock company, as the LLC in southern Europe countries are a different kind.  
21

Henrÿ, H. C. K. (2013). Cooperative Law: An International Overview. Finland. In D. Cracogna, A. Fici, &   

H. Henry (Eds.), International Handbook of Cooperative Law (pp. 373-392 ). . p.377 
22

 Hagen Henrÿ, Chapter 16 Finland, in “International Handbook of Cooperative Law”, Dante Cracogna, 

Antonio Fici. 2013, p373,374 
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by the laws of the time), and solidarity.23 These principles are still part of Cooperatives today. 

The social values of Cooperatives are based on “need not greed”. Cooperatives are tied to 

the idea of a commonwealth and not to the simple “seek [...] money to produce money”. 

Despite this, they should not be confused with non-profit foundations.24  

The general Cooperative Principles, influenced legislators around the world even if those 

principles are for some countries seen mostly as guidelines, while for others are taken more 

seriously25.   

Cooperatives in Finland started as mostly Cooperatives of farmers and reached the edge of 

their expansion in the 1950s when there were more than 9000 Cooperatives. Today there are 

about 4200 with 85% of the Finnish population being a member of at least one Cooperative 

and 56% being a member of two.26 Given that Cooperatives were born through sharing of 

values, there is no limit as to what kind of activities can be carried out by this company form. 

According to the Finnish Cooperatives Act any activity, if legal, is allowed.27 Examples of 

Cooperatives include consumer Cooperatives; owner Cooperatives; labour, services and 

expert Cooperatives; energy Cooperatives; purchasing Cooperatives; cultural, publishing 

and communications Cooperatives; marketing Cooperatives; and Cooperative Banks.28 

 

2.3.2 Legal Framework and Cooperatives structure 

In Finland, the main Act to refer is the Cooperatives Act (Osuuskuntalaki, 421/2013).  For 

the topic of this thesis is important to mention also the Act on Cooperative Banks and Other  

Cooperative Credit institutions  (Laki osuuspankeista ja muista osuuskuntamuotoisista 

luottolaitoksista (423/2013)) and the Act on Credit institutions (Laki 

 
23

 Riccardo Fratini, Cooperative una breve storia (Cooperatives a short story), march 2017 in 

https://www.riccardofratini.it/2017/03/15/breve-storia-della-cooperativa/  The article tells of the historical 

birth of Cooperatives.  
24

 Ville Pönkä, The Cooperative as a platform for sustainable business operation, p.685 
25

 The principles, from the International Cooperative Alliance (ICA) are the following: 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.  
26

 Hagen Henrÿ Chapter 16 Finland, in “International Handbook of Cooperative Law”, Dante Cracogna, 

Antonio Fici. 2013…p.374, Leo Sammallahti, 4 Facts About The Amazing Finnish Cooperative Sector, 28 

april 2019 in  https://coop.exchange/blog/b22003b9-69f4-11e9-bf70-06ceb0bf34bd/4-facts-about-the-

amazing-finnish-cooperative-sector 
27

 Henrÿ, p. 381 
28

 Type of business in WIRMA, online article in https://www.wirma.fi/en/general-information-about-

entrepreneurship/types-business-company-form 

https://www.riccardofratini.it/2017/03/15/breve-storia-della-cooperativa/
https://coop.exchange/blog/b22003b9-69f4-11e9-bf70-06ceb0bf34bd/4-facts-about-the-amazing-finnish-cooperative-sector
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Luottolaitostoiminnasta (610/2014)). According to the Ministry of Finance, the changes in 

the new legislation were made in order to make the setting up, the financing and the 

management of Cooperatives easier in order to improve the competitiveness of Cooperatives 

as well as making the language of the law more similar to the Finnish Company Act.29  

Other important sources for this thesis for Cooperative Banks, as mentioned above, is: the 

Finnish Company Act (Osakeyhtiölaki (624/2006)).30 The other sources are “The law on 

European Cooperatives”, which implements the EC Council Regulation 1435/2003 on the 

Statute of the European Cooperatives Society (SCE), which applies to the Cooperatives 

Act by default. 31  

Regarding the constitution of a Cooperative association, according to Chapter 1, §3 of the 

Finnish Cooperatives Act, the number of the members of the Cooperative is variable, which 

means that a Cooperative can have only one member. Registration of the Cooperative gives 

it legal capacity. The owners of a Cooperative are referred to as members, and its capital is 

referred to as the Cooperative capital. Cooperative pays the capital back when a member 

resigns or is removed from the co-operative. The members are liable for the commitments 

of the Cooperative only to the extent of the capital that they have invested in the company, 

unless they have made separate commitments on behalf of the Cooperative.32 

According to the general classification of economic organizational forms in Finland, 

Cooperatives are “societies”. This is of relevance because a number of laws apply to this 

category, for example the Law on the information on enterprises and corporations (Yritys- 

ja yhteisötietolaki), 16.3.2001/244, and the taxation laws. The consequence is that corporate 

income tax is, in principle, applied on Cooperative profit/surplus in the same way as it is on 

the profit of stock companies.33The scope of Cooperatives, as we have seen previously, from 

the history of Cooperatives the participants share some benefits and conditions as can be 

lower prices, special benefits or better quality or variety. Generally, Cooperatives have an 

 
29

 Hagen Henrÿ, Chapter 16 Finland, in “International Handbook of Cooperative Law”, Dante Cracogna, 

Antonio Fici. 2013 p.375 
30

 https://www.op.fi/op-financial-group/about-us/corporate-governance/group-structure  
31

 Henry, p.375  
32

 Pönkä, Forms of ...p.145,  Henrÿ, Chapter 16 Finland, in “International Handbook of Cooperative Law”, 

Dante Cracogna, Antonio Fici. 2013  p. 381-382 
33

 Hagen Henrÿ, Legal  Framework  analysis national  report:  Finland ICA-EU Partnership , in Cooperatives 

Europe, p.4 in 

https://coops4dev.coop/sites/default/files/filefield_paths/Finland%20Legal%20Framework%20Analysis%20

Report.pdf  

https://www.op.fi/op-financial-group/about-us/corporate-governance/group-structure
https://coops4dev.coop/sites/default/files/filefield_paths/Finland%20Legal%20Framework%20Analysis%20Report.pdf
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ideological scope.34  However, this depends on the kind of Cooperative. In fact, the Finnish 

Cooperatives Act of 2013, states that the Cooperative purpose can be generating profits for 

Shareholders, making the Cooperative purpose more like a Corporation’s with Cooperative 

form of Business. 35The Finnish Cooperative Act of 2013, Chapter 1 §5 states that:  

“The purpose of the Cooperative's activities is to carry out economic activities in 

order to support the members' finances or business, so that the members take 

advantage of the services provided by the Cooperative or the services organized by 

the Cooperative through its subsidiary or otherwise. The rules may provide otherwise 

for the purpose of the activity.”  

Furthermore, in §9 of the same chapter, the principle of Will-power or discretion is 

introduced which allows the members to decide the activities of the Cooperative. 

 

Now that the Cooperatives in general have been introduced, in order to introduce the 

Cooperatives Banks, is good to introduce the general banking system, as Cooperative Banks 

are Cooperatives and Banks.   

2.4. THE FINNISH BANK SYSTEM 

2.4.1 The history of Finnish Banks  

Banking has had many changes through the years. In fact, in the 1980s the universal trend 

was the move from the dominance of public policy to the idea of enhancing banking 

efficiency due to competition.  From this moment on, attempts of deregulation were made 

globally. Not only has deregulation been a new thing, the type of institutions that can have 

banking business has changed.36 

In Finland, there are three major groups of deposit Banks: OP Group, Nordea Bank, and 

Danske Bank Finnish Branch. The first foreign Bank, Citibank International plc., was the 

first foreign branch in Finland that has been operating since 1982. Because of the modern 

changes mostly regarding technology, that the entire financial world is facing, Banks are 

adapting to changes by cutting on personnel, closing offices, corporate restructuring, and 

 
34

 Morris Altman, History and theory of Cooperatives, 2009, in      

www.researchgate.net/publication/228272144_History_and_Theory_of_Cooperatives  
35

 Ville Pönkä, The cooperative as a platform for sustainable business operation, p. 686 
36

Satu Nätti & Ilkka Lähteenmäki (2016) The evolution of market orientation in Finnish retail banking – from 

regulation to value creation, Management & Organizational History, 11:1, 28-47, DOI: 

10.1080/17449359.2016.1141689 . p.28 
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renewing business models and, also in Finland the number of financial institutions has 

decreased.37 

According to the recent statistics on Finnish Credit institutions, in the past twelve years the 

number of credit institutions has dropped drastically: in 2008 there was a number of 357 

institutions that has gradually decreased. In 2020 the number refers to 228 credit 

institutions, a loss of more than 100 institutions. 38 

2.4.2 Legislation and Structure  

The most important legislation regulating the banking system in Finland is the Act on Credit 

Institutions (610/2014 Laki luottolaitostoiminnasta). Compliance with the laws and 

regulations is overseen by the Financial Supervisory Authority, which also monitors that 

Banks maintain a healthy ratio of capital adequacy. The financial crisis has also given rise 

to an increase in regulation, which will be one of the sector’s main challenges in the near 

future.39 

The total capital ratio in the Finnish banking sector was one of the strongest in Europe. The 

authority for the Country’s supervision of the financial and insurance sectors is the Financial 

Supervisory Authority (FIN-FSA) or FIVA. The entities that are supervised by the FIN-FSA 

are not exclusively Banks but also insurance and pension companies, other companies 

operating in the insurance sector, investment firms, fund management companies, and the 

Helsinki Stock Exchange. The Federation of Finnish Financial Services (FKL) consists of a 

trade body with the scope of representing its own member companies who engage in the 

financial services industry in Finland. The Federation was born at the beginning of 2007, 

when the Finnish Bankers’ Association, the Federation of Finnish Insurance Companies, the 

Finnish Finance Houses Association, and the Employers’ Association of Finnish Financial 

Institutions joined their forces. The Finnish Association of Securities Dealers also joined the 

Federation in 2009.40    

 
37

 Finland-Banking systems, 6/20/2019 in export.gov https://www.export.gov/apex/article2?id=Finland-

Banking-Systems  
38

Number of monetary financial credit institutions in Finland from December 2008 to December 2020  Finland: 

number of credit institutions 2020 | Statista   
39

 Banks and Finance in Finance Finland, 29.03.21 (updated), in Banks and finance - Finanssiala 
40

 Finland-Banking systems, 6/20/2019 in export.gov https://www.export.gov/apex/article2?id=Finland-

Banking-Systems  
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2.5 The Finnish Cooperative Banks   

Cooperative Banks have a recent history, because they were born in Europe by the end of 

1800.  They were built on principles such as localism and ethical motivations of Christian 

inspiration.41 Cooperative Banks are extremely important in Finland, considering that the 

market share of over one third is one of highest in Europe. The beginning of Finnish 

Cooperative Banks starts with the agrarian reforms in the beginning of 20th Century. The 

aim of the Banks was the intermediation of agricultural loans made by the Finnish 

Government to small farmers. The Banks at those times, were structured in a way where they 

could operate in a very limited geographical area, like a town or a village and there were 

only a couple of dozen members.42  

These Cooperatives Banks, at the beginning of 20th Century were called “Osuuskassa”, 

which can be translated as “Cooperatives Fund”.43 It was in 1970 that Finnish Osuuskassa 

were legally transformed into Cooperative Banks, Osuuspankki with the power of offering 

all the typical banking services. In fact, before this transformation, the Finnish Osuuskassa 

could only offer limited types of banking services.44 This event led to the success of OP-

Pohjola Group, which saw its market share increase in consumer deposits and loans from 

below 20% to up to 30% in the late 1980s. 45 

In 1990 the Cooperative Banking sector faced a change. Several Banks decided to separate 

from the Central OP Group and to create another group which was in competition with the 

OP, the POP Pankki (POP Bank). The reason behind this was that  

“the old group made a policy change by introducing a mutual unlimited responsibility 

between all Banks in the group and more centralized power to the central 

organization. Those Banks that valued operative independence could not approve the 

 
41

Maurizio Contini,  Banche di Credito Cooperativo: che cosa sono e come funzionano Cooperative banks 

what are they and how do they work. 10.11.16; in https://www.money.it/Banche-di-Credito-Cooperativo-che-

cosa-sono  
42

 Derek Jones, Panu Kalmi, Membership and Performance in Finnish Financial Cooperatives: A new View of 

Cooperatives? in Review of Social Economy, 2015 p. 288 
43 Osuskassa definition in https://fi.wikipedia.org/wiki/Osuuskassa  
44
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change and were therefore forced to resign from the old group and form a new group 

of their own. The result was the POP Pankki Cooperative banking group, founded in 

1997, while the remaining Banks became known as the OP-Pohjola Group, the 

largest retail Bank in Finland.”46 

As said above, the banking sector faced a deregulation around 1980 creating a range of 

landing and loans. This brought an increase in Bank loan delinquencies, a crisis that hit both 

Cooperative and saving Banks, but while the latter ones failed, the Cooperatives managed to 

handle the situation better. Of course, even if Cooperative Banks reacted more positively to 

the crisis, this didn’t mean that they did not have to cover several losses. 47 

 

CHAPTER 3: CORPORATE GOVERNANCE IN FINNISH 

COOPERATIVE BANKS  

3.1 The notion of Corporate Governance: an introduction to the chapter 

3.2 Definition of Corporate Governance 

Even though several doctrinal studies have brought up the fact that there is no one way to 

describe Corporate Governance and it is actually hard to really define it. Despite this 

difficulty, it is not deniable that there is a general consensus in academic writings of the 

definition of Corporate Governance. 48Generally, Corporate Governance is described as “the 

structure of rules, practices, and processes used to direct and manage a company” or it can 

be described as the “balance of internal controls” in a firm as independent bodies occupy 

different roles. 49Without dwelling on philosophical theories, what is certain is that, through 

observing every act, code or legislation dealing with Corporate Governance, the elements of 

Corporate Governance are always the same. There is a Board which manages the Company, 

if required or chosen a Supervisory Board with the role of monitoring the operations of the 
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 Carla Ranicki, Finnish Cooperative Banks Shape Their Own Destiny, in stories.coop 
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49
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Board, executives, and some external controls such as auditors. A good Corporate 

Governance is like a good motor of a car: without that, the car cannot move. 

So, in considering Corporate Governance, we can reach a broad definition which is useful 

for our purposes: 

 “Corporate Governance is the system of laws, regulations, institutions, markets, 

contracts, and corporate policies and procedures (such as the internal control system, 

policy manuals, and budgets) that direct and influence the actions of the top-level 

decision makers in the corporation (shareholders, boards, and executives)”. 

 

It is extremely important to define what is the “Organizational Architecture” of the company, 

as the management is what makes the company work well. The definition of the management 

duties, the decision making rights between the governing bodies, their links and relationships 

have to be indicated in the association agreement. In this way, it is ensured to give the best 

performance in the interest of the company itself and its shareholders and stakeholders.  The 

actions of top-level decision makers are a primary determinant for the value of a company. 

This definition focuses attention on these important decision makers, the specific decisions 

each is allowed to make, and the comprehensive set of incentives they face in making these 

decisions.50 

Principles related to Corporate Governance regard the integrity and ethics of the company, 

the non-discrimination between shareholders, the capability of the managers to manage the 

company itself, transparency and balancing the stake-holder’s interests.51  If these principles 

are applied to the Corporate Governance, the Company will function well and achieve its 

goals.  

3.3 Models of Corporate Governance  

The models of Corporate Governance are the structure with certain characteristics or 

constituent elements, that each country decide to apply, according to its different needs. As 

it will be explained below, the different models of Corporate Governance, are typical of a 

certain European or world part.52 

 
50

 James A. Brickley, Jeroled E: Zimmerman Corporate Governance myths, comments on Amstrong, Guay 
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The CE 2001/2157 Regulation of October 8th, 2001 is “the statute of [the] so-called European 

Company, [which] gave the possibility of choosing for Member States, between two models 

of Governance for companies, the one tier and the two-tier model.53The two models were 

born from different legal systems, even if that have developed globally. I will address each 

in turn.  

The first model (known also as unitary model), is the so-called “English model” and it is 

adopted in the United States of America and England and in jurisdictions that have been 

historically influenced by these systems, for example Canada, Australia, New Zealand and 

South Africa.54“This is arguably due to certain peculiar historical path-dependencies, 

including the relative prominence of entrepreneurial ownership in Britain for much of the 

twentieth century”, that led to the need of an independent supervision of the management 

but, at the same time, also the general absence of a pluralist representation in the company’s 

corporate board. The one- tier model has been the only one used in the United Kingdom  as 

it was the only model suggested by the UK Corporate Governance Code. There have also 

been attempts to insert a dual Governance structure in the UK.  Even if the UK government’s 

Company Law Review Steering Group briefly consulted on the possibility of introducing 

the German-style two-tier board structures into the UK, the possibility was rejected. The 

reason was based on practical grounds.55 

In the one-tier model, the Governance is divided as it follows. There is only one board that 

makes the strategic decision for the company: the directors and the executives are on the 

same board. So, this means that under the one-tier model, the board is considered the main 

governing body and the members of the board have strategy-setting and management-

monitoring functions, which are considered to be complementary and have the same 

importance from a legal and business point of view. 56 

 It is like having a Venn Diagram, where the managers and executives are, with inside a 

smaller bubble inside the diagram which represents the Board. However, the UK has a 
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slightly different one-tier model as their managers and executives are inside a bubble within 

the board.57 

Totally different is the two-tier Governance model (also called “dual board structure”) which 

comes from Germany and was made for big companies. The German two tier Corporate 

Governance system depends on the unique historic events that modelled the German 

business corporations, namely the concept of codetermination (Mitbestimmung). This 

concept comes from the fact that, initially the law regarding workers was considered separate 

from commercial and Company Law, something that has now developed. In fact, now labour 

law and corporate law are linked with various provisions: from the end of the Second World 

war, the application of this codetermination made the employees part of the decisional 

company system.58 

The two-tier model is adopted in several European countries such as Germany, Austria, 

Denmark, Sweden, and Finland.59  It differs from the one-tier model in its structure and 

composition, and the functions of the bodies are different. In the two-tier model there are 

two separate administrative bodies and this separation that mandatory. These two separate 

bodies are the Board of Directors and the Supervisory Board that is also called Council of 

Surveillance. Another difference is that, while in the one-tier system the Board is appointed 

by the General Meeting, in the two- tier model is the Supervisory board- appointed by the 

General Meeting- who appoints the Board of Directors. 60 

For the sake of this paper it is important also to explain one important difference in the 

Governance bodies that we can occasionally find, each body plays a different role in the 

Company and from the good playing of these roles or not, it depends on the destiny of the 

Company. The Finnish Cooperatives Act gives, as it will be explained in the following pages, 

a lot of freedom in the choice of the model. It can be possible to see not only a Board of 

Directors and a Supervisory Board but also a “Management Board” which is mostly known 

as the CEO (Chief Executive Officer). The Management board (CEO), as the name says 

itself, has the duty to manage the company daily, while those other organs have the 

monitoring duty on the first one. 
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The difference between the Board of Directors and the CEO regards the daily life of the 

company: while the Board has a very strong decisional power with approving the policies, 

making major decisions, overseeing performance and choosing the CEO itself, the latter one 

is the executive so he has a bigger role in the daily operations of the Company. The CEO 

has the power of making operational decisions and operational policies, while keeping the 

Board well informed and bringing the relevant documentation and information regarding the 

company to the Board. If we think of the general Company Law book definition, we could 

easily say that the main difference between these two bodies is that the Board makes 

decisions while the CEO executes them. Of course, the “two bodies”, if they would even 

qualify as separate bodies, are strictly linked. It is the duty of the CEO to implement the 

decisions of the Board and it is for the Board to implement changes in the management 

organization if the results are not the ones hoped for.61  Of course, the two-tier system is 

conceptualized for bigger companies, as said above. The functions and the duties of the 

Corporate Governance will be seen in the next sections.  

3.4 The Nordic Corporate Governance  

The Nordic countries, as mentioned above, are united in terms of legislation and trade law 

because of their similarities arising from historical reasons. After the end of the Second 

World War, cooperation also began from the point of view of work well-being linked to 

corporations.  The Nordic Corporate Governance Model, has some important elements that 

divide it from the classic concept of Deviance Governance62 of the Anglo-American 

countries and their systems that have always focused on "business to do business". In fact, 

the Nordic countries have always been characterized by the intention to create common 

wealth, which does not deny the pursuit of profit. This is also the reason, as mentioned above, 

why Cooperatives are so common in the Nordic countries. While the other models put 

members first, the Nordic Governance model also considers the rights of other interested 

parties, such as employees, to be fundamental.63 
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At first glance, the Nordic Governance model would seem to be a two-tier model because 

there are two company bodies under the general meeting: the board of directors and the 

management (and if required the supervisory board). However, it belongs to the one-tier 

system. The birth of this model can be linked to the reform of the Danish Company Act of 

1930. Before the reform there was only one administrative organ, the board but it was 

difficult for big companies to have only one body to manage all the affairs. In consequence, 

the 1930 Act stated that bigger companies had to have another organ under the Board, the 

Management Board. The new model had success and the other Nordic Countries also 

decided if and how to apply it.  In Finland, as explained earlier, it is not compulsory to have 

a Supervisory Board and a CEO beyond the Board. There is no compulsory appointment 

Supervisory Board in Denmark or Sweden either. In Norway, there is not a Supervisory 

Board, so named, but a Corporate Assembly (bedriftsforsamling). 64  

 

65   

Figure 1 
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The graph above shows that in the Nordic Model, the General Meeting and the Board (that 

is not made of executives, so it cannot be called a Board of Directors, because there are no 

Directors) is compulsory under the law. The General Meeting is always present and the 

Board is a compulsory Organ. In the law there are no executives, but they can be appointed  

by CEO. The law says nothing about a Management Board but the CEO can lead a 

management group. Then, the General meeting can, but is not compulsory, appoint a 

Supervisory Board that will appoint the Board. Also, the appointment of a CEO is not 

compulsory in the Nordic model. 

The Nordic system can be seen as a mixture between the one-trier model and the two-trier 

model, as is often called the “one trier and a half model”. In fact, comparing the Nordic 

model with the other two, the difference between the Nordic model and the UK model is 

clear. In the UK there is the general meeting and then only one board in the whole group 

with executives and non-executives directors together. The Nordic model has only a Board, 

and it could have the executives, if appointed by a CEO. On the other hand, the Nordic model 

is also different from the German model because the Germans have two separate boards 

beyond the general meeting in public companies.  

The common part of the Nordic Company Acts is that they denoted “shareholder primacy”. 

The Nordic Corporate Governance model consists in a group of rules and practices that have 

the scope of protecting the minority of shareholders from the majority abuse.66 In fact, the 

elements that underline the “shareholder structure” and the protection of the minority in the 

company are the following: the principle of equal treatment, the possibility to participate  to 

the general meetings, the majority or unanimous vote for important company decisions, the 

minority power to take legal action and the general transparency towards the shareholders 

as the remuneration of Board of directors and other important company.67The Nordic model 

is very flexible and adapts to a variety of companies. In fact, the model is highly flexible, 

providing a generally shareholder-friendly Governance framework that works pretty well 

within the different range of ownership structures.68 
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3.5 Corporate Governance in Finnish Cooperatives  

As already stated, the Finnish Cooperative Banks are subjected to the following Acts and 

Codes: The Finnish Cooperatives Act (421/2013) and The Finnish Company act (624/2006).  

The fact of having a general Cooperatives Act is pretty unique and this is true for all the 

Nordic Countries. This makes sense given that there is no Code so the matters have to be 

reunited in an Act. In Finland, there is a general Cooperatives Act but Cooperative Banks 

are one exception so they have their own act. 69 However, in order to understand 

Cooperatives in general, I will first explain the organs of Governance for Cooperatives 

according to the Cooperatives Act and then I will proceed with the characteristics of the 

Corporate Governance in Cooperative Banks.  

3.5.1 The general meeting  

Finnish Cooperatives Act Chapter 5 is entitled “Cooperative meeting and representative 

council” and it contains all the rules regarding the powers and the matters of vote of the 

General Meeting. The Cooperative can decide if having a representative council: the Council 

is made by the people that the general meeting appoints, to be represented and act in their 

behalf. This choice depends from the structure of the association. In fact, sometimes, the 

members of the General Meeting are a lot and it is impossible for all of them to attend the 

meeting. For this reason, it is easier for them to appoint someone that represent them in the 

meeting.  

 The decision regarding a matter concerning the Cooperative may be taken with the 

agreement of all the general meeting (§1). Depending on the case, the decision is taken with 

the Super Majority.  The meeting- or the representative Council- must take place at least 

once per year, within six months after the end of the financial year and the matters that must 

be decided are the financial statement, the other finances of the company, the liability of the 

Board, CEO and Supervisory board (§4).  

There is the possibility to arrange an extraordinary meeting (§5) if there are particular 

circumstances that have to be decided (and  if the Board considers that there is a reason for 

it; the member, auditor or performance auditor so requires in accordance with section 5; or 

the supervisory board deems it necessary and has the right to decide to hold an extraordinary 

general meeting in accordance with the rules (§4)).  
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Regarding the voting system of the members, generally the Cooperative principle is “one 

vote” for each of the members. This was upheld in the new Finnish Cooperatives Act in 

section 13.70 However, it is possible for the rules of the Cooperative to provide that a member 

could have several votes, but not more than twenty times that of another member’s vote. 

This rule does not apply to those Cooperatives represented by members which are public 

entities, other legal persons or other Cooperatives themselves. In this case there is by law 

the total autonomy regarding the number of votes of their members that can be unlimited. 71 

3.5.2 The Board  

The Finnish Cooperatives Act, Chapter 6, “Cooperative management and representation” 

provides the rules of management of Cooperatives. In the first section the compulsory 

presence of a Board is immediately indicated. The board is composed of at least one member 

up to five, unless otherwise stated in the Cooperative rules. If there are fewer than three 

members then a deputy member must also be appointed and also another member must be 

selected as an alternate (§8).  

The rules for the appointment of the Board of Directors can be found in §9 of the 

Cooperatives Act which states that members may be elected by the general meeting or if the 

rules of the bylaws provide otherwise, by the Supervisory Board. In order to be elected, 

members must be able to act without being bankrupt and without having criminal cases and 

at least one of the members must be domiciled in the EEA area, unless otherwise stated. In 

the following sections it is indicated how a member ends his office and when the next 

member will succeed him. The duration of the role can be a fixed term or an indefinite term, 

depending on what is decided by the general meeting. A member may also resign upon 
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notification and may be remunerated earlier by the person who elected him in cases of breach 

of corporate obligations that are imposed by law (§11,12,13 Cooperative Act).  

The duties and powers of the Board Are to manage the Cooperative and organise its activities 

(the general authority) as well as to organise its budget and finances properly (§2). In the 

following section of the Act, the decision of the Board is characterized by the rule of normal 

majority of the board (51%) or the qualified majority if otherwise stated. 72 Majority refers 

to the majority of the members present at the meeting as long as every member has been 

given the possibility to participate. In the case of a tie, the Chairman’s vote is decisive, but 

if the tie regards the election of the Chairman itself, then the election will be by lot. If a 

decision is taken without holding a meeting, it has to be recorded, signed and numerated 

(§3).  

3.5.3 The Supervisory Board  

The Cooperatives Act, in §1 of the sixth chapter, states that the company may also have a 

Supervisory Board. If the General Meeting appoints a Supervisory Board, it will supervise 

the activity of the Board, ensuring that the Board is managing the interests of the company 

and that there are no conflicts of interests. Further, the Supervisory Board can appoint the 

members of the Board and decide their remuneration. The Supervisory Board can decide the 

structure of the Cooperative by deciding on the reduction or expansion of operations or a 

substantial change in the organization of the Cooperative. Furthermore, according to § 21 

Cooperatives Act, the Supervisory Board issues an opinion on the financial statement to the 

annual Cooperative general meeting and can also have some administrative tasks which 

usually belong to the competences of the Board of Director. Other powers of the Supervisory 

Board include power of inspection, according to which, it can request that the Board provides 

the information needed for the performance of their duties.73  
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The Supervisory Board is composed by, at least, three members (§ 23 Cooperatives Act) The 

member of the Supervisory Board cannot be, at the same time, a member of the Board of 

Directors or the CEO. This stresses the importance of the division of tasks between different 

governing bodies in order to ensure the independence and division of tasks so as to avoid 

conflicts of interest.      

3.5.4 The Chief Executive Officer  

Chapter 6, Section 1 of the Cooperatives Act states that the Cooperative may also have a 

CEO. There is discretion in the choice as in the case of the Supervisory Board. According to 

the Cooperatives Act, Chapter 6 in §1 and in §17 to §20 included, the Cooperative can have 

a CEO that is appointed by the Board of Directors or by the General meeting or by the 

Supervisory Board. The rules on eligibility and removal which apply to the members of the 

Board apply also to CEO, so he must also be domiciled in the EEA area. The duty of the 

CEO is to manage the daily operations of the Company, according to the directions of the 

Board as well as to provide the Board with all the necessary information that the Board needs 

to fulfil its duties. The CEO also has to ensure that the Cooperative´s accounts and finance 

are complying with the law.  Considering the scope of the Cooperative, the CEO can take 

certain actions, but only if the Board authorizes him and the action may not cause damage 

to the company.  

3. 6 Auditor 

 According to Chapter 7, Section 2 and §7 of the Finnish Cooperatives Act, it is mandatory 

for a Cooperative to appoint an auditor. If a general auditor is not appointed, then, an 

executive auditor must be appointed by the general meeting. The Cooperative may also elect 

a deputy auditor. According to Chapter 7, §6, a listed Cooperative must appoint an 

authorized public accountant (KHT). 

 The prerequisites of an auditor are indicated in the Auditing Act (1141/2015 

Tilintarkastuslaki).74 Auditing Act, §3 of Chapter 2 and §2 of Chapter 1 explain that the 

 
Managing Director or a Member of the Board of Directors shall not be a Member of the Supervisory Board. A 
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meetings and minutes, and sections 9—13 on appointment, qualification, term, resignation and dismissal apply 

to the Supervisory Board and the Members of the Supervisory Board. 
74

 Auditing act 9/18/2015 / 1141 



33 

 

auditor must be a person approved according to section 2 chapter 6 of the Auditing Act. This 

latter section illustrates the conditions for an auditor to be approved as such. The work of 

the auditor consists of the analysis of the financial balance of the company. This must be 

reported in a document dated and signed for each financial year, and it must include the 

Auditor's opinion regarding the past financial year.75  

The second section of the first chapter of the Auditing Act specifies that an auditor must be 

a natural person or a firm, and must follow the requirements provided by the second section 

of chapter 6 to be an auditor. Auditors are divided into HT (basic level), JHT (authorized 

public accountant) and KHT (authorized public accountant). There are some prerequisites in 

order to become one of them, according to Chapter 6 of the Auditing Act, which include 

education and the passing of a specialization examination that is different between HT, JHT 

and KHT (§2 and §3).  In order to be approved as an audit firm (§5, Chapter 6), the firm 

must be mostly composed of auditors that comply with the prerequisites stated in the Act. 

The JHT and KHT auditor are a specialization that a basic level auditor (HT) can get. The 

difference between JHT and KHT consist in the following: a JHT auditor is an auditor in 

public administration and finance and must pass the specific JHT test. The KHT is an auditor 

in Public Interests Entities (PIE76) and also for bigger size companies and must pass the 

specific test for KHT. 77 

Beyond the experience and educational characteristics, an auditor must be compliant with 

the international standards provided for the function, indicated by §3 of Chapter 3 of the 

Auditing Act.78  Another characteristic of the auditor is that he must be independent in the 
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exercise of his duties and if this condition of independence is missing, then the auditor must 

refuse the assignment or give his resignation.79 The independence characteristics of the 

auditor can be found in § 6, Chapter 4 of the Auditing Act, indicating in which cases the 

independence of the auditor is compromised and what are the next steps the Auditor must 

follow in such cases. 80 

3.7 The right to access information 

The right of access is intended for the possibility of requesting information and obtaining it 

from the specified bodies. The information must be relevant to a company and to the work 

of the person who had requested the information. The company can refuse to issue the 

information if this can bring harm to the company itself. These rules comply with the rules 

of International Financial Reporting Standards adopted by the European Union. 81This right, 

according to the § 13 of Chapter 7 of the Finnish Company Act, is indeed granted to the 

executive auditor. In order to fulfil his duties, he must be helped by the Board and, when 

requested, the auditor will be permitted to participate and speak at the Board meeting if his 

presence is necessary. Under request of the general meeting, the auditor will have to provide 

more detailed information unless they might harm the company and under request of a 

member, the auditor has to give all the necessary information which have been collected in 

the fulfilment of its duties. 82 

The right of obtaining information is also given to the members of the Cooperative in 

Chapter 7, section 14. In case of a “Harvain” Cooperative, which has a maximum of 10 

members, a member can request the inspection of the documents related to the Cooperative´s 

activities and its accounts. The extent of the right is calculated      to assess the matters 

referred to the “Right of inquiry” according to § 27(1), Ch.5.83   
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The request for access to information must be approved by the Board, which can be refused 

if it “may cause material inconvenience to the Cooperative”. A member can use an assistant 

for the inspection, generally an expert, even if the Board refuses, if the assistant of the 

member is not an auditor. Of course, the rule is non-disclosure as opposed to not using the 

information gathered in the inspection to cause a significant harm to the Cooperative, is valid 

(§ 14).  

Another power of the Members is “ordering a special inspector”.84 This particular request 

must be presented to the general meeting and the application is done if the proposal is 

brought by at least ¼ of the votes of all members or 1/3 of the representatives of the members. 

The special audit is for certain specific matters and in a specific time and the application 

must be done to the regional government agency. The special auditor must be a natural 

person or an audit firm, with the competences to fulfil his duties in accordance of the 

Auditing Act. After carrying out the inspection, the auditor presents a report to the general 

meeting which can be viewed by members of the Cooperative.       

3.8 Corporate Governance in Cooperative Banks  

The law that applies to Cooperative Banks is the Act on Cooperatives Banks and other 

Cooperative credit institutions (423/2013) and the Act on Credit institutions (610/2014).  I 

will now explain the differences of the general Corporate Governance rules which apply to 

all Cooperatives and the ones which apply to Cooperative Banks. If nothing is mentioned, 

the rules are the same for Banks as they are for other Cooperatives. 

There are some small differences in the Corporate Governance of Cooperative Banks 

compared to the Cooperatives Act which are justified due to the particular activity of a 

Cooperative Bank and the necessity of specific regulation due to the delicacy of the 

operations. Firstly, the Board, according to in Chapter 1, §2   of the Act applying on 

Cooperative Banks and other Cooperative credit institutions (423/2013), is a compulsory 

organ. The only difference with Cooperatives in general, is in the number of members. The 

Board must have at least three members, but there is no maximum number so this remains 

at the discretion of the Cooperative Bank. 

Secondly, there are specific requirements of Corporate Governance for a Credit Institution 

which are indicated in Chapter 7, § 1 of the Act on Credit Institutions. The Board has to 

 
84

 Regulated in sections 16 -18 
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effectively supervise the management of the Credit Institution, approve the risk strategies 

and ensure that they are monitored and compliant to the law. The Board shall also ensure 

that no conflicts of interest are threatening the efficient management of the Credit Institution. 

In § 2 of the same chapter, the specific requirements of the Board are indicated. These 

requirements regard the sufficient knowledge and experience in a credit institution. The 

members of the Board shall work together and independently and be organised to ensure that 

one member or the minority cannot dominate the decision making against the interest of the 

Board. Furthermore, according to Chapter 1 §4, not only the member of the Board must be 

capable to manage the credit institution, but must also comply to the requirements of 

trustworthiness. This means that there has been no imprisonment, no bankruptcy and that 

there full legal capacity.  

Regarding the Supervisory Board, if this organ is appointed, the rules are the same as in the 

Cooperatives Act as the only time it is mentioned in the 423/2013 Act, is in Chapter 8, § 50, 

section regarding the liability of the members of the management. According to Chapter 7, 

§3 of the Act on Credit institutions, if the Supervisory Board is present, it appoints the 

members of the Board. The presence of a Supervisory Board is not compulsory in 

Cooperative associations nor in Cooperative Banks. It was compulsory in the past, but this 

was changed in 2000 year. 

In fact, according to the old Cooperative Banks Act (Osuuspankki laki 1271/1990), Chapter 

4, § 14, the Supervisory Board was compulsory and it was appointed by the General meeting. 

Furthermore, in the following section, § 15, also it was mandatory that the Supervisory 

Board’s members had to be at least five.  

Considering the other acts about banking, the old Saving Bank Act (1270/1990) didn’t 

consider the Supervisory Board as Compulsory. The old Commercial Banking Act 

(1269/1990) as the just mentioned, 1990 Cooperatives Banks Act, contemplated the 

Supervisory Board as compulsory. Because the legislation regarding the banks was so 

different, the Legislator decided to change some of it, to make the whole system more 

harmonized: the Law 387/2000, “Law amending section 14 of the Cooperative Banking 

Act”, that changed the previous §14 in a new one : 

§ 14 

“The Cooperative Bank administration is managed by the Board of Directors and the 

President and CEO. The rules may provide that the cooperative bank also has a 
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representative council and a supervisory board. The general meeting of the 

cooperative elects the supervisory board and the board of directors. If the member 

bank has a supervisory board, it elects the board of directors and the managing 

director. If the bank has a representative council, it elects the board of directors.” 

The proposal of the government for the amendment of § 14, was proposal 6/2000.85 

According to the preparatory works: “The voluntary nature of the supervisory board, 

including in commercial Banks and Cooperative Banks, was justified by the harmonization 

of regulations for all credit institutions, also in relation to general company law 

regulations.” The need to amend the Commercial Banking Act in this respect arose in 

connection with the arrangements of the Merita-Nordbanken86 and Leonia87 groups. The 

need for change was emphasized with the creation of the new financing group formed by 

Sampo plc and Leonia Plc. The supervisory powers of the Supervisory Board in a financial 

group should extend to the entire group and not be limited to the deposit bank belonging to 

the group. 

With the proposed amendments to Sections 9 and 10 of the Commercial Banking Act and 

Section 14 of the Cooperative Banks Act, the Supervisory Board would be a voluntary 

administrative body. Following the changes, the provisions concerning administrative 

bodies and their tasks would be the same in the Commercial Banking Act, the Cooperative 

Banks Act and the Savings Banking Act.88So, from the preparatory works, it is noticeable 

that, in the 1990s, the Cooperative Banks were supposed to have a compulsory Supervisory 

Board and that these changes happened in order to harmonize the banking sector, making 

the regulation the same for all types of Banks.  

The CEO, is   mentioned in the present Act on Cooperative Banks and other Cooperative 

credit institutions, in the same section regarding liability of the Board and Supervisory 

Board, Chapter 8 section 50. In the Act on Credit Institutions, it is mentioned in Chapter 1 

§5, regarding the division of the time with the Board to better take care of the financial 

 
85 Hallituksen esitys 6/2000 vp Eduskunnalle laiksi postipankista annetun lain kumoamisesta ja eräiden siihen 

liittyvien lakien muuttamisesta in 

https://www.eduskunta.fi/FI/vaski/HallituksenEsitys/Documents/he_6+2000.pdf  
86

 Now Nordea .The bank is the result of the successive mergers and acquisitions of 

the Finnish, Swedish, Danish, and Norwegian banks of Merita Bank, Nordbanken, Unidanmark, 

and Christiania Bank og Kreditkassen that took place between 1997 and 2001. 
87

 Leonia was a financial services that merged with another financial services group, Sampo.  
88

 Unofficial  translation of page 8 of the Hallituksen esitys Eduskunnalle laiksi postipankista annetun lain 

kumoamisesta ja eräiden siihen liittyvien lakien muuttamisesta in www.finlex.fi  

https://www.eduskunta.fi/FI/vaski/HallituksenEsitys/Documents/he_6+2000.pdf
https://en.wikipedia.org/wiki/Finland
https://en.wikipedia.org/wiki/Sweden
https://en.wikipedia.org/wiki/Denmark
https://en.wikipedia.org/wiki/Norway
https://en.wikipedia.org/wiki/Bank
https://en.wikipedia.org/wiki/Unibank_(Denmark)
https://en.wikipedia.org/wiki/Christiania_Bank-_og_Kreditkasse
https://en.wikipedia.org/wiki/Christiania_Bank-_og_Kreditkasse
http://www.finlex.fi/
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institution. Nothing else is added, confirming that it is not a compulsory organ for a credit 

institution. 89 

Auditors, according to the 423/2013 Act on Cooperative Banks and other Cooperative Credit 

institutions, follow the same rules as the ones in the Cooperatives act. In fact, all Cooperative 

Banks are PIE (Public Interest Entities) so they require a KHT auditor.  The Act on Financial 

Institutions in Chapter 9, section 5 introduces the Audit Committee, made of some Board 

members and reporting to the whole board but at least one of the members shall be 

independent from the credit institution. The Audit committee must be expert in accounting, 

book keeping and financial reporting. The Audit committee must also assist the Board in the 

tasks regarding the financial reporting system. the efficiency of the internal supervision, 

audit and in the independence of the selection of the auditor. If an audit committee does not 

exist, the above tasks will be done by the Board or the Supervisory board if present.  

Considering what has been just said, it is confirmed that also in a Cooperative Bank, the only 

compulsory organ to be appointed is the Board, while the Supervisory Board and the CEO 

are optional.  

3.9 A concrete example of a Cooperative Bank: the OP Group    

The most popular Finnish Bank group, the OP Financial Group, is also a Cooperative. The 

OP was established in 1902 from small and independent Banks. The central consolidation of 

Banks is situated in Helsinki. The OP Cooperative Banks of the group are independent and 

concentrate their business in retail banking, providing competitive banking services to 

private consumers (SMEs agricultural and forestry) and public sector entities. The mission 

of OP Cooperative Bank Group is to “promote the sustainable prosperity, security and 

wellbeing of its owners- customers and operating region and share the fruits of the success 

with everyone.”90 Unlike Cooperative Banks in many other countries, OP has made its 

Cooperative nature stronger. This has included buying the largest insurance company in the 

country and turning it from a shareholder company into a mutual.91 

 
89

 The old Act on Cooperatives Banks (1504/2001) made the CEO compulsory in section 20, chapter 4 

(administration). 
90

 OP Financial Group’s Corporate Governance statement 2020, p.4  
91

 Leo Sammallahti, 4 Facts About The Amazing Finnish Cooperative Sector, 28 april 2019 

https://coop.exchange/blog/b22003b9-69f4-11e9-bf70-06ceb0bf34bd/4-facts-about-the-amazing-finnish-

cooperative-sector  

https://coop.exchange/blog/b22003b9-69f4-11e9-bf70-06ceb0bf34bd/4-facts-about-the-amazing-finnish-cooperative-sector
https://coop.exchange/blog/b22003b9-69f4-11e9-bf70-06ceb0bf34bd/4-facts-about-the-amazing-finnish-cooperative-sector
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The structure of OP is the following: there is the Central Cooperative, OP Cooperative that 

acts as parent entity and the others are the Cooperative Banks that are its members.92 

As mentioned before, the Finnish Corporate Governance model was a one-tier and a half 

model, maximum two-tier model. However, with the OP Group the situation is different and 

important to analyse. In fact, OP Banks Corporate Governance model is a three-tier model, 

explicitly defined so by their 2020 financial statement.  

The Corporate Governance is divided as it follows:  

93 

Figure 2 

As the structure is particular and the OP uses what in paragraph 3.4 of this thesis was defined 

as “Corporate Governance Deviance”, it was fundamental to have an interview with Ms. 

Susanna Talvitie, the Head of Administration and Corporate Governance, in order to 

understand the reasons of OP Group, for choosing a different model of Governance. As seen 

in the previous paragraphs, the Finnish Cooperatives Act and Finnish Act applying to 

Cooperative Banks and other Cooperative credit institutions state that it is always 

compulsory to have a Board, but not a Supervisory Board or a CEO. From here the basic 

 
92 The structure of OP Financial Group consists in a complex agglomeration of banks and other entities: an 

amalgamation of deposit banks and other entities. Further information regarding OP Group structure can be 

found at https://www.op.fi/op-financial-group/debt-investors/corporate-governance-op-corporate-bank-

plc/structure-of-op-financial- pp.4-6 
93

 OP Cooperative Banks structure in OP Corporate Governance statement 2020, p.6 

https://www.op.fi/op-financial-group/debt-investors/corporate-governance-op-corporate-bank-plc/structure-of-op-financial-
https://www.op.fi/op-financial-group/debt-investors/corporate-governance-op-corporate-bank-plc/structure-of-op-financial-
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model of one- trier.  For this reason, the first question I asked Ms. Talvitie was to explain 

why, in her opinion, the OP decided to have a different model to the classic one-tier and a 

half. Her answer dealt with capacity and practical matters:  

“We have two million owner-customers who are the owners of the independent 

Cooperative Banks. OP Financial Group consists of 132 members Cooperative 

Banks and the central Cooperative, OP Cooperative, with its subsidiaries and 

affiliates. The Board of Directors will be responsible for the central Cooperative's 

decision-making, except for decisions of principle which are significant to the 

entire OP Financial Group and defined in the Bylaws as requiring the approval of 

the Supervisory Board. In my opinion two of the main duties of Supervisory Council 

concerns the exercising owners’ decision-making power and maintaining and 

promoting the Group unity: 

Within the central Cooperative, member Cooperative Banks exercise their decision-

making powers at the Cooperative Meeting and in the Supervisory Council elected 

by it. Supervisory council must promote owner-customer interests, OP Financial 

Group’s competitiveness, development and cooperation as well as Group unity. 

In a large financial group like OP, Group unity is a very important factor. It’s hard 

to imagine that the Board of Directors, who have only 11 members and four of them 

are independent from OP Group, could alone maintain and promote group unity.”  

The OP Cooperative Bank, according to its financial statement, adopted a new structure of 

Corporate Governance in 2020. Before 2020, there was still a Supervisory Board, as in the 

previous graph, but then the Group decided for a Supervisory Council94. Before this change, 

it was the executive board appointed by the Supervisory Board which exercised the 

operational decision-making powers on behalf of the Board. The executive board was made 

of management executives. 

The Board of directors fulfil its duties, controlling and supervising the operations in the 

central Cooperative and the entire OP financial group. The Supervisory Council, appointed 

by the general meeting, supervises the Governance without obstructing the work of the 

Board of Directors and of the Group executive officer acting as the CEO. Now the 

Supervisory Council is composed of 36 members, elected by the OP General Meeting. These 

 
94 But in Finnish is the Hallintonevuosto in the previous and present, the translation is just confused. So the 

bodies are the same.  
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last two figures are responsible for the daily management of the central Cooperative. The 

Cooperative Meeting, Supervisory Council, Board of Directors and Group CEO also have 

their own committees and teams as the Nomination Committee, Remuneration Committee, 

risk and audit committee, helping them in their work and decisions.  

 

Figure 3 

The new governance structure reflects more the structure of the Cooperatives Act than the 

previous one, where the executives formed the board. Now the executives have their own 

place in the executive management team and the Cooperative has a “real” Board (of 

Directors).  It was important to know the reason for this new structure and if there have 

already been some advantages from this choice. Ms Talvitie stated: 

“The goal was that “the new governance structure will enable us to be more efficient 

and better support the implementation of our strategy. The Board of Directors will 

ensure the continuous profitability, efficiency and success of business by taking risk 

management and regulation strongly into account”. I think the new model has 

streamlined the operation of the governing bodies and the board is now genuinely 

exercising the decision-making power of the owners.” 

From the answers it is clear that the new structure is well organized and is taking advantage 

of the Group and, through this, its consumers.  This can be seen as a very positive thing as a 

well-organized Group can achieve the best performance. The three-tier model is useful for 

companies which reach the size of the OP Group. Further considerations regarding the 
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Finnish Corporate Governance in Banks and Cooperatives, will be reserved for the 

consideration paragraph at the end of this paper.  

CHAPTER 4: THE FINANCIAL CRISIS AND ITS EFFECTS ON THE 

FINNISH COOPERATIVE AND BANKING SYSTEM 

4.1 The 2008 Financial Crisis   

For the purposes of this research, we must consider the causes of the 2008 financial crisis 

and its effects on world finance and economy. Through this it is possible to see the effects 

that have occurred in the Nordic countries, on the banking system in general and on 

Cooperative Banks. 

The main factors that led to the 2008 financial crisis were derivatives (and the subsequent 

securitisation), investment Banks and rating agencies. The usage of derivatives95 was born 

because of the Financial Deregulation process which started in America96  and because of 

the rise of new technologies in banking systems. The real estate market is linked to the 

beginning of the financial crisis as President Clinton, in order to permit the people to buy a 

house, enhanced the creation of new financial services. The result of this push was the 

issuance of loans to people who normally could not afford it because they did not have 

guarantees. This meant that Banks were faced with a very high risk of not being repaid and 

given that the Banks issued too many loans.97  

 
95

 Financial instruments called derivatives are contracts whose value depends on the performance of an 

underlying asset also known as "underlying asset". The underlying assets may be financial (such as shares, 

interest and exchange rates, indices) or real (such as coffee, cocoa, gold, oil, etc.). 
96

 The United States, after the harsh period of the Great Depression, experienced a long period of almost half 

a century of economic growth without facing any financial crisis. The financial system was strictly controlled, 

as most banks were local banks that were forbidden to speculate with their customers' savings. 

The investment banks that dealt with stocks and bonds were small private companies. In the 1980s the financial 

industry exploded: investment banks became public, receiving large sums of money from shareholders. Then 

it started a long process of deregulation. The Reagan administration, which was supported by leading financial 

economists and lobbyists, began a thirty-year period of financial deregulation. In 1982, the President 

deregulated savings and loan companies, allowing him to make risky investments with customer savings, but 

by the end of the decade hundreds of savings and loan companies went bankrupt. This, however, does not stop 

the process of deregulation, which continued with the Clinton administration and so, in the late 1990s, the 

financial sector consolidated into a few but huge companies, so large that their failure could threaten the entire 

system.  

 Claudia Addona, La crisi del 2008, da cosa e´ stata scatenata? “What made explode 2008 crisis” , March 

2018 in https://www.iusinitinere.it/la-crisi-finanziaria-del-2008-da-cosa-e-stata-scatenata-9025#_ftn3  
97

 Patrizio Petrin, La crisi finanziaria del 2008- il ruolo della deregolamentazione, “2008 Financial crisis, the 

role of deregulation”, thesis, Venice Ca Foscari University, 2017/2018, p. 10-11, 

http://dspace.unive.it/bitstream/handle/10579/13011/837208-1209720.pdf?sequence=2  

https://www.iusinitinere.it/la-crisi-finanziaria-del-2008-da-cosa-e-stata-scatenata-9025#_ftn3
http://dspace.unive.it/bitstream/handle/10579/13011/837208-1209720.pdf?sequence=2
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The old way of issuing loans was easier and less risky: the payer paid the mortgage rate back 

that was immediately received by the creditor, and for this reason the Banks were more 

careful in issuing loans because they wanted to ensure that they would be repaid. But the 

new mechanism was different and complicated. In fact, a new financial instrument was 

created called a CDO (collateralized debt obligation) which consisted of the possibility to 

sell the loan already taken out by the debtor to Banks investment loans, which combined the 

same loans with other types of loans (debts to buy a car, school debts, credit card debts etc.). 

This method is called securitisation and it allowed credit institutions to transfer loans, after 

having "converted" them into securities, to third parties (the so-called "special purpose 

vehicles"98) and immediately obtain a large part of the credit which they would otherwise 

have received only at the end of the loans themselves. This system allowed Banks to get rid 

of the risk of insolvency of the borrowers and has weakened the incentive to properly assess 

the reliability of customers. The special purpose vehicles financed the purchase of the 

securitised loans by offering short-term securities to investors. So, with the securitisation 

there was no risk of insolvency anymore.99 The creditor was no longer in charge of getting 

back the loan, so more and more loans kept on being issued until, inevitably, the market 

collapsed.100 

 

Secondly, the investment Banks played a role in causing the Financial Crisis of 2008. The 

investment Banks are the protagonists of the financial world, a world that was already in 

crisis because of the link between the real estate market and the loans. In 2001, when Bush 

became President of the USA, the financial sector was strong. In this sector there were five 

investment Banks (Goldman Sachs, Morgan Stanley, Lehman Brothers, Merrill Lynch, and 

Bear Stearns), two financial conglomerates (Citigroup and JP Morgan), three insurance 

companies (Aig, Mbia, and Ambac) and three rating agencies (Moody’s, Standard & Poor’s, 

and Fitch). However, in the beginning of 2000s, a mix of factors, i.e. subprime101 loans and 

 
98

 “A special purpose vehicle, also called a special purpose entity (SPE), is a subsidiary created by a parent 

company to isolate financial risk. Its legal status as a separate company makes its obligations secure even if 

the parent company goes bankrupt. For this reason, a special purpose vehicle is sometimes called a bankruptcy-

remote entity.” Definition taken from Investopedia, see https://www.investopedia.com/terms/s/spv.asp  
99

 Claudia Addona, La crisi del 2008, da cosa e´ stata scatenata? “What made explode 2008 crisis” , March 

2018 in https://www.iusinitinere.it/la-crisi-finanziaria-del-2008-da-cosa-e-stata-scatenata-9025#_ftn3 
100

 Patrizio Petrin, La crisi finanziaria del 2008- il ruolo della deregolamentazione, “2008 Financial crisis, the 

role of deregulation”, thesis, Venice Ca Foscari University, 2017/2018, p. 17 

http://dspace.unive.it/bitstream/handle/10579/13011/837208-1209720.pdf?sequence=2 
101

 A subprime loan is a type of loan offered at a rate above prime to individuals who do not qualify for prime-

rate loans. Quite often subprime borrowers have been turned down by traditional lenders because of their low 

http://dspace.unive.it/bitstream/handle/10579/13011/837208-1209720.pdf?sequence=2
https://www.investopedia.com/terms/p/primerate.asp
https://www.investopedia.com/terms/p/primerate.asp
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increased securitization, led to a massive increase in mortgages and house prices since 

everyone had the possibility of attaining a mortgage,102 which in turn created the largest 

speculative bubble in history. All these events took the debit rate of the Banks to extremely 

high levels.103 This caused the banks to have issues of lack of liquidity that led them to 

declare bankruptcy. 

The first Bank to announce some problems was Bear Stearns which was then acquired by JP 

Morgan. The real shock came on the 15th of September 2008 when Lehman Brothers, the 

fourth biggest Bank in the United States, declared bankruptcy, caused by issuing too many 

loans, with a debt of 613 billion dollars. The massive bonuses that the Banks paid to their 

managers also contributed to the failure of the Banks.104 

Lastly, the rating agencies played a role in the crisis.  In the United States of America, the 

three main rating agencies were Moody’s, Standard & Poor’s and Fitch. Credit rating 

agencies are companies that assign a rating to specific companies and to particular financial 

products, by using predetermined rating scales. The scales of rating, depending on each 

rating agency, consist of an opinion of risk for a financial product or another activity.105 This 

opinion is not a “risk-free” guarantee as “the rating gives no indication of the probability of 

default of an issuer, nor of the potential loss in the event of default. Nor does it provide any 

opinion on the quality of an issuer as a counterparty, other than the credit risk it 

represents”.106 

 
credit ratings or other factors that suggest they have a reasonable chance of defaulting on the debt repayment. 

Definition from Investopedia, for more info see https://www.investopedia.com/terms/s/subprimeloan.asp  
102

 In practice it happened, as mentioned above, that anyone could have a mortgage to buy a house. This 

happened because with the new financial instruments that had been devised, the borrowers borrowed on 

average 99.3% of the value of the house. This advantage for them bore the fact that, being able to have such a 

high percentage of the mortgage, they had not set aside any money to buy the house and if there was need, 

They’d only have to leave the mortgage if they weren’t able to pay the instalments. The risk of insolvency was 

therefore very high and the banks, indebted themselves to make these loans, but the actions of the banks were 

valued as actions with high profit by the rating agencies, which will be seen later., Addona.  
103

 Addona, Petrin p. 16  
104

   Patrizio Petrin, La crisi finanziaria del 2008- il ruolo della deregolamentazione, “2008 Financial crisis, 

the role of deregulation”, thesis, Venice Ca Foscari University, 2017/2018, p. 16-18  
105

 In fact, “the purpose of rating agencies is viewed as providing information about the amount of credit that 

can be extended to a party without undue risk. Supporting the investors are mountains of data, supplied 

primarily by credit rating agencies, that show a statistical correlation between ratings and default” cit. Frank 

Partnoy, The Siskel and Ebert of Financial Markets: Two Thumbs Down for the Credit rating Agencies, 77 

Wash. U. L. Q. 619, 712 (1999) 

Provided by: Georgetown Law Library p. 635 
106

 Françoise Caclin, Credit Rating Agencies, https://www.fimarkets.com/pagesen/credit-rating-agencies.php  

https://www.investopedia.com/terms/s/subprimeloan.asp
https://www.linkedin.com/in/francoisecaclin/
https://www.fimarkets.com/pagesen/credit-rating-agencies.php
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However, the reality can be different, and in fact it was. The rating agencies evaluated some 

securities with a triple “A”107, meaning that the risk index was considered very low. For 

example, the Lehman Brothers securities were rated with a triple A the day before the Bank 

declared bankruptcy. This shows that the rating agencies contributed fundamentally to the 

crisis, as they permitted the “bubble” to increase and created an illusion of a stable real estate  

market. This illusion increased the securitization so much that in the end, the market 

collapsed.108 

The crisis, that initially, was a financial crisis, soon became an economic and real crisis. The 

events that led to the new economic situation depended on multiple factors. At first, the 

reaction was a credit crunch as the borrowers could not request loans because of the fear of 

credit institutions going bankrupt. This was linked to the fall of the real estate market that 

led to a decrease of consumers and so, finally to a decrease of occupation. Globalization and 

the strong interconnection between markets lead to the crisis becoming world-wide.109 

4.2 The Effects of the Crisis on Europe and Europe's Reaction  

The effects on Europe, at the outbreak of the Financial Crisis, showed that the European 

economic union that wanted to achieve monetary stability was not enough to counter a 

financial crisis of that magnitude. Indeed, the European Union’s aim was to create a strong 

currency to provide a shield against possible financial crises.110 

In Europe, the biggest proponent of the crisis was public debt which was covered by the 

rating agencies' wrong assessment of risk. Some countries of the European Union, especially 

in the South, from the end of 2009 had experienced signs of weakness due to the ratio of 

public debt to GDP. The most exposed were Portugal, Ireland, Spain, Italy, and Greece 

especially. What everyone feared was that these countries, after the outbreak of the financial 

crisis, would no longer be able to meet their financial commitments. Given that they 

benefited largely from foreign investment, they risked insolvency as they were in a large 

public debt in previous years. The rating agencies started a heavy downgrade of their ratings, 

 
107

 Generally the rate scale goes from AAA, meaning the lowest risk, to D that means “Default”. For more info 

see Caclin. 
108

 Petrin, p.21  
109

   Patrizio Petrin, La crisi finanziaria del 2008- il ruolo della deregolamentazione, “2008 Financial crisis, 

the role of deregulation”,thesis, Venice Ca Foscari University, 2017/2018, p. 21  
110

 Andrea Fumagalli, Gli effetti della crisi sull´Europa,2009 ”Crisis effects on Europe” The article explains 

what have been the effects of 2008 financial crisis in Europe. https://www.bin-italia.org/gli-effetti-della-crisi-

sull%c2%92europa/  

https://www.bin-italia.org/gli-effetti-della-crisi-sull%c2%92europa/
https://www.bin-italia.org/gli-effetti-della-crisi-sull%c2%92europa/
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contributing to panic in the markets and consequently causing even more damage to the 

world economy. The panic caused the possible default of one or more euro-area countries. 

111 

What was clear was that the crisis had happened above all because of an incorrect mechanism 

of prediction of the risk, a mechanism that had to be corrected. On 29 February 2009, the 

Committee under Jacques de Larosiere, published a report containing the rules to maintain 

financial stability. The main point of it was to have a system of European Agencies: “it was 

proposed to create a pan-European body that would coordinate activity of national 

supervisors.” This European body would be connected with the national supervisory 

authorities. The following year the European System of Financial Supervision was 

organized. Functions of this organization were allocated among three separate bodies: the 

European Securities and Market Authority (ESMA), the European Banking Authority 

(EBA), and the European Insurance and Occupational Pensions Authority (EIOPA).112 

European Regulation, before the crisis, did not contain any rules regarding rating agencies 

and financial analysts, but the crisis showed that they have much influence over the market. 

Therefore, the European Union decided to ensure that the information provided by rating 

agencies is more transparent, more secure and that the relationship between rating agencies 

and governance is also improved. The European Union Parliament and Council adopted 

Regulation (EC) No. 1060/2009 on credit rating agencies.  

Further, the crisis showed that some directives needed a revision. Directives such as the 

Market Abuse Directive (MAD), Prospectus Directive (PD), The Markets in Financial 

Instruments Directive (MiFID) and Transparency Directive (TD)113 were adopted in 2003-

2004 and were not good enough to face the financial crisis. In fact, these directives were not 

harmonized enough and there were not enough inspection and liability powers to use by the 

supervisory authorities. Also, the Commission required MiFID 2004/39/EC to be updated. 

In order to protect the investors, the European Parliament adopted Directive 2010/73/EU.114 
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Regarding the banking sector itself, in order to stem and prevent future risk situations, the 

European Union has transposed the Basel III rules, which I will discuss in detail later, in the 

directive 2013/36 EU and in Regulation 575/2013 EC (CRD IV).115 

4.3 The Crisis: the understanding of strong Corporate Governance in 

banking  

What about corporate governance? It is not easy to have a European harmonisation model 

of Corporate Governance itself, let alone a worldwide harmonisation. Indeed, the first 

reaction of the legislators in Europe were the regulations seen in the previous section. The 

European Union, by aiming at strengthening the rules so that the whole European market 

would be brought under control in order to avoid another crisis, started issuing a series of 

rules that influenced the various countries of the European Union.  

Financial law, as it has a strong impact on the public and it can influence the global market, 

needs a harmonization so that the catastrophic financial effects can be avoided. The situation 

is different in the case of the harmonisation of the Corporate Governance model. The 

decision of the Corporate Governance model is taken by the General meeting and so, it is 

indicated in the articles of association. This is the principle of contractual freedom, is an 

internal structure company decision. That is why private law has a minor extension 

compared to public law, because the parties have contractual freedom while the public law 

needs a more extensive regulation. For this reason, the various Member States are left free 

to legislate as they wish and to their own needs on commercial activities and they can leave 

to the discretion of companies to conclude contracts according to the principle of private law 

of freedom of contract (with the exception of those rules that involve third parties, so parties 

out of the company).116 

“[T]he EU strives to harmonize banking regulation, while its member states continue 

to insist on a degree of differentiation to accommodate national specifics. A new data 

set of national options and discretions (O&Ds) embedded in EU banking legislation 

facilitates systematic analysis of member states' policy preferences across multiple 
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policy cycles. Its results suggest that states' O&D choices are related to their 

respective variety of banking capitalism.”117 

Despite these concepts, that are surely right, the 2008 crisis opened the debate on how much 

Banks needed an effective Corporate Governance structure in order to contain their exposure 

to risk. A good Corporate Governance concerns an effective and proactive control of the 

Bank by the Board and managers in alliance with the Company's mission. There was a need 

for stricter regulation for the Bank's Corporate Governance. Before the crisis it was not 

compulsory, for Member States, to apply the rules. With Directive 2013/36/EU (Directive 

on access to the activity of credit institutions and the prudential supervision of credit 

institutions and investment firms) this changed, through the introduction of some 

mandatory rules for the Corporate Governance of financial entities. Therefore, Corporate 

Governance became a very important element for the Single Supervisory Mechanism (SSM), 

being the Corporate Governance extremely important considering the risk profile. 118 

Section 53 of Directive 2013/36/EU and the preambles, consider that due to the lack of 

internal governance "they have contributed to excessive risk-taking", leading to the failure 

of individual institutions. In the next section, the Directive urges Member States to introduce 

principles and standards for proper surveillance so as to "promote a healthy risk culture". In 

order to do this, the Directive says that the Governance shall follow the rules regarding the 

risk as in Regulation 575/2013/UE on prudential requirements for credit institutions and 

investment firms.  As said previously, one of the causes of the financial crisis was also the 

large amount of bonuses that the financial institutions were giving to the members their 

Board, encouraging them, thus not to worry about performing high-risk operations. This is 

corrected by section 63 of the Directive that encourages a fair remuneration according to the 

risks and the scopes of the financial institution.  

The risk control model that was developed in the Directive, concerns three lines of defence. 

The first one is the risk management, then regulatory compliance, finally followed by the 

internal auditing. Everything is based on the capabilities of the Board, specifying a high 

training of the Board in the fulfilment of its duties. The role of the Board is crucial as the 

Board is in charge of developing the Bank strategy. What is needed for the Bank Governance 

is that the governing members act in respect of transparency of information and that the 
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different bodies are independent: that is why it is important to have a CEO or/and a 

Supervisory Board when necessary. Sometimes then, the rules seem to be pretty vague: for 

example, the Capital Requirements Directive (CRD IV), article 91 states that: 

“the board members of the entities shall be sufficiently good repute and have 

knowledge and skills and experience essential to perform their duties …all board 

members shall devote sufficient time to performing their functions…The 

management body shall have sufficient collective knowledge, skills and experience 

to understand the entity´s activities including its main risks. The general composition 

of the management bodies shall appropriately reflect a wide range of experiences. 

Each member shall behave with honest integrity and independent ideas and shall, if 

necessary, effectively evaluate and query senior management decisions.” 119 

There are two ways to interpret these regulations and there is no lack of differing views on 

the part of doctrine. There and those who see in this “vagueness” of the definition of powers 

and capabilities of members of Corporate Governance a lack, a problem because it is not 

specific enough to make the banking governance stable enough. On the other hand, others, 

instead, consider that there is the possibility of choosing and leaving to the Member States 

the way you manage the Corporate Governance according to the needs of the country itself 

is a strength and that the harmonization of Corporate Governance shall be done only in those 

cases to protect parties that cannot protect themselves.120  

The importance of a good Corporate Governance is also underlined by the European 

Agencies, those agencies that have been created as external control organizations after the 

crisis. The European Banking Authority, the EBA, has issued very clear guidelines requiring 

supervisory boards to have a sufficient number of independent members. I fully support this 

very important point. Only those who are truly independent can challenge and influence the 

decisions taken by management bodies. Among other things, the EBA requires that board 

members have no material financial or business relationships with the institution itself.121 

EBA also, as monitoring the European banking sector, collects the relevant information 

regarding Corporate Governance through the Competent Authorities (CA). Those, fulfil their 

duties regarding the structure of the Corporate Governance, as each Member State has a 
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different model, indicated in the Company's articles of association. The articles comprehend 

the composition of the Board and the various competences …. 

 “the CAs take into account the nature, scale and complexity of the business of the 

credit institution as well as the responsibilities of the position concerned. Among 

these factors, the size of the credit institution and the relevance of the position are 

the most common ones. However, as per the wording of the EBA Guidelines, some 

CAs have answered that members of the management body and key function holders 

have to be''. 122 

In conclusion, what is important to remember is that the financial world is developing and 

can present new challenges. That is why new supervisory bodies should be well trained to 

predict changes into the financial world in order to better understand the risks that this could 

bring in future, to prevent a new financial crisis. Moreover, the effectiveness of regulation 

depends primarily not on the degree of centralization or self-regulation but, mostly on 

philosophy of macro-prudential analysis and adopted on this basis administrative decision, 

that is the construction of the so-called "smart regulation".123 

Now that the European analysis of the post crisis legislation, the next paragraph will illustrate 

from where the European legislation after the crisis came: the Basel III regulation.  

4.4 The Basel III Regulation  

The European Directive mentioned in the previous paragraphs, is the result of the European 

implementation of the Basel III regulation. The Basel Committee is the committee that took 

care of the banking situation. The Basel III agreement's aim was the one to create guarantees 

regarding capital and liquidity. The assessment of these two aspects has been strengthened 

so as to make the banking system more robust and able to react to possible financial shocks. 

The Basel III agreement was born from a G20 meeting and had been fully implemented in 

2019.124 

 The Committee was composed by various of senior representatives, experts in the banking 

sector from various countries, as the Basel III document to present the Basel Committee 
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reforms of 2010 125, based on the three pillars of Basel II.  The principles concerned Capital 

Adequacy Requirements, Supervisory review and Market Discipline126. The Basel III 

principles are the ones of the previous regulation but reinforced. In the new scheme, the three 

pillars are still the Capital requirement, that has been raised to 4,5% of common equity, plus 

other capital requirement standards raised up. The second pillar is the Leverage ratio127 and 

the liquidity requirements, concerning a minimum of liquidity to be always kept in the Banks 

in case of financial shock, so as to avoid the default. 128 

Regarding Corporate Governance, already in the Basel Committee on banking supervision 

of 2006 there was a part assessing that a poor Corporate Governance could have taken the 

market to loose its confidence. This, regarding the capability of the Bank to manage its own 

assets, so taking to the Bank´s default and so to harm the stability of the market itself. Also 

Banks, according to some authors, are considered as less transparent compared to other 

companies. This is what the Basel III regulation tried to modify, creating a transparent and 

simple model of risk. Furthermore, in the introduction of the Document issued by the Basel 

Committee, it is said as follows: “The Committee’s comprehensive reform package 

addresses the lessons of the financial crisis. Through its reform package, the Committee also 

aims to improve risk management and Governance as well as strengthen Banks” 

transparency and disclosures129. Moreover, the reform package includes the Committee’s 

efforts to strengthen the resolution of systemically significant cross-border 

Banks.”130According to Basel Regulation, the members of the Board, or a general committee 
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or a senior management must have a general understanding “of the Bank’s risk rating system 

and detailed comprehension of its associated management reports. Senior management must 

provide notice to the Board of Directors or a designated committee thereof of material 

changes or exceptions from established policies that will materially impact the operations of 

the Bank’s rating system.” In addition, it is specified that each different country may have 

differences. The Regulation mentions the Board of directors and the controlling organ on the 

Board of directors that might be called Supervisory Board, specifying the difference between 

the Board, the executives and the Supervisory Board, stating that the structure depends on 

the country.131  

The aim of the Basel III Regulation, in order to reduce the risk, was also to add other methods 

of control inside the Banks. As compliance starts to become extremely used and even if it 

may bring some additional costs, it has the power to alter the market. In fact, in the case of 

Corporate Governance, compliance makes it harder, for managers, to take short term risks 

and if they do so there will be the liability for them. In this way there will be more protection 

for shareholders as the managers will behave in the long-term interest of the company and 

stakeholders will achieve their objectives. As seen above, the regulation is not adding 

something new to the Corporate Governance structure. On the other hand, Basel III’s 

banking standards as a set of banking regulations, may have an effect on firms that could 

force them to adopt pro-shareholder and pro-stakeholder policies, so to further the goals of 

Corporate Governance.  132 

Now that part of Basel III regulation is concluded, the next steps of this thesis are to analyse 

the effects of the financial crisis on Finland and the effects that the regulation had on the 

Cooperatives and banking system. 

 

4.5 The effects of the Financial crisis on the Finnish banking system 

The crisis of 2008, as in the previous paragraphs, weakened the world economy, affecting 

different countries differently. Finland has not been unfamiliar with this crisis. Although 

initially it seemed that the crisis had mostly affected only a few activities, the situation was 
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different. The Finnish economy needed state aid because the situation was worse than it 

initially seemed. Finland as an export-based economy has suffered a decline in demand. 

Even the Banks suffered a slowdown of the activities mainly arising from the risk. 

Fortunately, the Finnish Banks were able to handle the situation fairly well thanks to a 

sophisticated banking system derived from the experience of the 1990 crisis.133 “The banking 

sector is marked by a renewed sense of caution. Internal risk procedures - for example, the 

criteria for corporate and private lending - have been tightened and enterprises are closely 

monitored by Banks. Although many European countries have already been forced to 

provide state aid to Banks, Finnish Banks have not yet needed such support.”134 

In 2009, the Finnish Banks continued to manage the situation well: they decided to reduce 

their dividends and to issue more shares and also the liquidity and the ability of the Banks to 

repay remained functional. Despite this, however, Banks earnings continued to decline and 

costs increased.  Moreover, at the same time as the crisis in the Banks, there was a socio-

economic crisis. In fact, the European regulation was about to be implemented also in 

Finland. The Finnish Minister of Finances and the EU institutions were demanding to react 

to the financial crisis with the Austerity “method”.  

 “It offers an interesting case since of all the European countries that turned austere, 

Finland was, apart from the United Kingdom, the only one that volunteered for it. 

One factor that accounts for this is that Finland’s history of economic policy-making 

embodies, despite its reputation as a Scandinavian-style welfare state.”135 

The two possibilities of reaction that Europe could face were the Austerity one or the solution 

based on Keynes theories.136 The latter was proposing public investments in order to increase 

 
133 The banking crisis of 1990 in Finland occurred after a prosperous period of economic boom. The reasons 

that led to the crisis can be found in excessive speculation by banks that began to carry out high-risk actions. 

The most active in this were the saving banks and the protagonist was the SKOP (Säästöpankkien 

keskusosakepankki). The strategy was to use short-term loans for long-term investments in the stock market. 

This system, which worked during the economic boom, did not work anymore after the inflation rate increased 

and the bank and others like Suomen Työväen Sääästöpankki, collapsed and broke the bank. The Finnish state 

then intervened by lending the banks a large amount of capital and set up a fund to protect the banks in order 

to weaken the liquidity. https://en.wikipedia.org/wiki/Finnish_banking_crisis_of_1990s  
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the demand and create structural reforms in order to eliminate the roots of the crisis. The 

Austerity plan that Europe decided to adopt, consisted instead, in belt-tightening: make 

sacrifices, cut the expenses, from education to culture and so on.137Even with all the 

measures that have been used to manage the risk in the banking sector, and the European 

Union optimistic point of view in a future stabilization of the financial market, there has 

been not few criticism on how the authorities managed the crisis. The critics assess the fact 

that the authorities failed to stop (again) the economic bubble bursting as it happened at the 

beginning of 2000s with the IT bubble. Furthermore, what worries me is if the crisis, in time, 

will affect the banking sector harder. Finland, as a member of the eurozone, has relinquished 

its economic sovereignty to the European Monetary Union (EMU) and associated financial 

political agreements, which further demands submitting to tightened budgetary discipline. 

Accordingly, Finland agreed in 2013 not to exceed structural deficits of 0.5% and public 

debt over 60% of the Gross Domestic Product (GDP).  

    “The intention of these limits is to support export cost competitiveness, which 

translates        into wage restraints, attempts to boost productivity, and other supply-

side reforms, irrespective of their negative consequences, such as rising 

unemployment, a low investment rate, and deficiency of aggregate demand. These 

institutional straightjackets have had a similar chilling effect on the ideational 

contestation of dominant economic policies, which is evident in the powerful''. 138 

Finland is not only part of the European Union. Is also a Nordic Country and being part of 

the Nordic countries, has been affected also from the others, since Nordic Countries, sharing 

several common points, can easily influence each-other. The financial crisis hit directly the 

Nordic countries: considering what happened in Iceland and Icelandic market participants 

withdrew from the Finnish market. This led to a temporary suspension of asset transfers of 

Icelandic Banks and a termination of operations of some other Banks (for example, the 
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Finnish branches of Icelandic Bank Landsbanki Islands hf and the British-owned FCE Bank 

plc.).139 

Despite the ongoing economic crisis, the Finnish banking sector seemed stable. Even though 

risk management strategies have been unable to guard against all risks, it seemed to be no 

immediate danger to Finnish Banks. This because of the solid profitability and capital 

adequacy buffers have enabled banking and lending operations to continue as usual. The 

post 2008 public discussion in Finland, demonstrated the remarkable stability of the main 

institutions, which continue to dominate economic policies regardless of what has happened 

globally in recent decades. In the discussions on how to face the crisis, the Ministry of 

finance focused first on Finland itself and on how to maintain the State strong. In this way, 

the credibility of the State would have made the economy capable of handling the crisis.140 

The number of monetary financial institutions has remained stable despite the crisis. At the 

end of 2008, there were 390 monetary financial institutions in Finland, of which 357 were 

credit institutions. In relation to population, there were 15,000 inhabitants for each credit 

institution. But this was at the beginning of the Crisis: there has been a slow decrease in the 

last twelve years as the statistics of OECD show on the financial institutions, shown in the 

chart below (Figure 4).  
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Figure 4  

 

Looking at the Bank of Finland reports from 2010 to 2019, in the section on the financial 

situation of the country, it is possible to get some information on the situation of the 

Banks. Starting in 2010, the information and statistics are positive. The financial market 

remains stable, Banks are carrying out various stress tests to see if they will be able to cope 

with a possible recession, and so it seems. On the other hand, there is the problem of real 

estate loans, which does not seem to be too worrying. Even the following year the situation   

stable still, thanks to the strong capital adequacy and the dangers that can only come from 

outside Finland, considering the bad situation of the rest of Europe. Not a lot changed then, 

in 2012 and 2013 the financial and Banking situation was still pretty stable and Finland is 

preparing to adapt to the Capital adequacies required by Basel III regulation.  

 In 2014, there was a big change in the Banking sector.  In the table above it is possible to 

see that there is a sharp decrease in Banks, but the situation of Banks remains stable, and the 

reason is indicated in the report, I will report below the words of the part related to Banks. 

“The restructuring of the Finnish banking sector continued. S-Bank merged with Tapiola 

Bank and formed a restructured S-Bank. “Within the OP-Pohjola Group, the number of 

Banks has fallen in response to mergers of local Cooperative Banks into larger entities”. The 
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savings Banks were amalgamated in late 2014, and the POP Bank group has also begun to 

prepare its own amalgamation of local Cooperative Banks.”141 

In the following two years the situation remains stable even if there is small impairment and 

loan losses, but the liquidity remains good. The profitability started to decrease and the 

problem of loans for real estate started to increase, even if compared to the rest of Europe it 

is better and the reports still call the banking system strong. In the report of 2017, some 

problems start to be more significant: 

    “the Finnish banking sector, despite a slight decline in capital ratios. The 

weakening of key indicators is due to restructuring in the banking sector at the 

beginning of 2017, as Nordea Bank Finland Plc merged with its Swedish parent 

company. The capital ratios also reflect the lower limit set by the ECB for a fixed 

term for OP Group’s risk weights on residential mortgage loans. Profitability in the 

Finnish banking sector remained good in 2017, despite a slight weakening. Growth 

in expenses has exceeded growth in operating income, which is due to operating 

expenses, particularly investment in new technology. Profitability, in turn, has been 

supported by growth in own funds and the low level of impairments and loans….”142 

And finally is in 2019 that all the small problems became bigger and led to a decrease of the 

financial institutions, explicitly announced in the Finnish Bank annual report: 

 “Identified sources of potential risk to the Finnish financial system are high 

household indebtedness and structural vulnerabilities in the banking sector. The 

Finnish banking sector is large and concentrated; individual credit institutions are 

therefore systemically important for the financial system and the economy as a 

whole. Its Banks are also vulnerable to similar kinds of risks related to lending, 

investment and funding. …. in 2019 problems for Credit institutions Indicators 

published in the macroprudential reports and the Bank of Finland's chart gallery show 

that the structural vulnerability of the Finnish credit institution sector is higher than 

that of the other EU credit institution sectors on average. In addition, several 

indicators point to an increase in vulnerability…… The structural risks identified by 

the Bank of Finland are large exposures in residential and commercial real estate 

loans; dependence on market-based funding; the large size, degree of concentration, 
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and interconnectedness of the credit institution sector; the significant role of credit 

institutions as providers of finance to the private sector; and indebtedness levels in 

the largest customer groups, i.e. households and non-financial corporations. 

Dependence on market-based funding is due to the structural funding gap, i.e. the 

fact that the volume of lending is considerably larger than deposit funding.”143 

Considering the situation in the other European Countries, especially the southern ones, the 

Finnish banking system, remained pretty stable after the crisis. It faced some losses and the 

State had to issue some aids, but the Ministry of Finance handled the situation pretty well.  

4.6 The Impact on Cooperatives and Cooperative Banks: interview with 

Antti Makkonen  

As seen in the previous paragraph, the Finnish banking system, compared to the rest of 

Europe, reacted pretty well to the 2008 financial crisis, even if without doubts, it faced some 

losses too. It is important to understand why the Nordic Country faced the 2008 Financial 

crisis in a better way. Antti Makkonen, Senior Specialist in Banking & Finance Legislation 

at Finnish Ministry of Finance, considered the answer to be found in the Finnish banking 

Crisis of 1990144. At those times the Banks were not as amalgamated as now, this means that 

the Banks were liable for their losses. After the banking crisis of 1990, the legislator decided 

to enhance the Banks amalgamation. This means that, before the reforms after the crisis, 

each Bank was responsible alone for their liabilities, so it was easier for them to fall into 

default. The Legislator, after the crisis, decided to find a way to avoid this situation, creating 

a Banks common fund to make them jointly responsible for their liabilities. In this way, if a 

Bank is in financial- debt trouble, the others can handle this debt. This means that the Banks 

are linked to each other, and responsible for each other’s debts, making them stronger and 

capable of reacting to a future crisis. The Banks in the 1990s wanted to expand themselves 

and took too many risks. That is why, after that, the new Finnish banking system decided 

not to take such high risks as before, and this is why, also it reacted better to the 2008 

financial crisis. As already explained, the main reason for the financial crisis has been the 
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risky actions from the Banks, but Finland already had a crisis connected to the risk and this 

is why it was already prepared.  

Regarding Cooperatives and Cooperatives Banks, it seems that Cooperatives are more 

resilient compared to the other kinds of companies. To be resilient, it means for a firm to be 

able to respond to catastrophic events. In economic theory, there are a lot of definitions of 

resilience but the most used one, divides resilience in two types: static and dynamic 

resilience. The Static Resilience refers “to the ability of the system to maintain high level of 

functioning when shocked”145 while Dynamic  Resilience is the “speed of the system to 

recover”.146  To explain the difference in simple words, in the first case, is the capacity of 

the firm to survive with the resources that it already has, so in a situation of scarcity, in the 

present time. In the dynamic resilience, the firm uses its resources to invest them for the 

future, so for the future back to business.147 

The International Labour Organization (ILO) made a report on the effects of the 2008 

Financial crisis on Cooperatives around the globe. The results are that Cooperative Banks 

have been more resilient during the  crisis “because of their limited exposure to subprime 

mortgages, and fewer investment activities.”148 Also, the same report, analysing the reactions 

of the most important Cooperative Banks for each country, found out that “ In Finland, the 

impact on the central Bank, OP-Pohjola, has been felt through its subsidiaries in investment 

and life insurance rather than in its banking business. In 2007 its return on equity was 13.7 

per cent, but in 2008 this reduced to 4.1 per cent, recovering in 2009 and 2010 to 6.8 per 

cent. The losses were due mainly to poor investment performance on the insurance side.”149 

Antti Makkonen said that in the 1990s Finnish Banking Crisis, the other Cooperatives and 

the Cooperative Banks could face the crisis better also because of the kind of people that 

built the Cooperatives, main farmers, so not willing to expand as the others. The Saving 

Banks made much more risky investments compared to the Cooperative Banks. Furthermore, 
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to cope with the  2008 Crisis, the Cooperative Banks, that at those times were around 50, 

decided to merge and become what today is the OP Group. 150 

On the other hand, for what it concerned the 2008 financial crisis, the Cooperatives Banks 

had the same problems of the other Banks, as they had applied also for State aid. But if we 

speak of Cooperatives in general, they have been described as more “resilient”, facing the 

financial crisis. 151        

Another reason, according to Makkonen, can be found in the fact that, while in America 

there has been a big loss of trust in the market, while for Finland, despite some of course, 

few concerns, the trust in the market and the system did not exist. Furthermore, at the 

moment of the losses, Finnish Banks started issuing covered bonds: this kind of Bonds are 

characterized by a very low risk profile and high liquidity, being safer for consumers.  

In conclusion, the Finnish Bank system, the Cooperatives and the Cooperative Banks, 

reacted well to the financial crisis. In the next paragraph, it will be analysed the impact on 

Corporate Governance.  

4.6 The impact on the Corporate Governance  

 The matter of trust, introduced above, is an important factor in the Finnish environment and 

economy. Is undeniable that the element of trust from consumers and people in the 

Government and also in the economy affects Finland and the rest of the Nordic Countries. 

The same can be seen in case of Banks: Bank valuations are higher in countries that have as 

main scope the protection of shareholders. 152 

The 2008 financial crisis has indeed, as seen above, influenced the Finnish Corporate 

Governance, even if it still maintained its own flexibility. According to the preparatory 

works in the Finnish Companies Act, the Corporate Governance was not regulated there, in 

order to leave the business community to self-regulate. The hypotheses of why the situation 

is like this are various. These kinds of rules that can be called “default rules” can, in some 

cases, permit shareholders to protect themselves from managers' bad actions and behaviours, 

choosing the rules that can benefit them. On the other hand, in some cases the mandatory 
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law can be justified to protect stakeholders. The rules of the Company act are non-

mandatory. 153 

But there is another body of laws to which the companies rely on, is the Corporate 

Governance Code. The Corporate Governance Code it is applicable to listed companies. It 

is not compulsory for Cooperatives and Cooperatives Banks but it can be applied indirectly, 

if the Cooperative Bank wants so. For example, OP Group, applies the Corporate 

Governance code where it is possible, always in respect of the Cooperative structure.154 

It is important also to detect the reaction of the Corporate Governance code after the crisis, 

to have a complete point of view on the Corporate Governance also in listed companies.  The 

latest version of this Code, is the version of 2020, while the previous one was the one of 

2010. This code applies the “Comply or Explain” principle, meaning that, in case the 

Corporate Governance rules do not comply with the code, there must be explained why.  

“The Comply or Explain principle gives the company more flexibility in the 

application of the Code. The company may depart from an individual 

recommendation of the Code due to, e.g. the ownership or company structure or the 

special characteristics of its area of business. A clear and extensive explanation will 

consolidate the trust in the decision made by the company and make it easier for the 

shareholders and investors to evaluate the departure.”155 

Despite the flexibility, the Financial Crisis had its own impact also in Finland, through the 

European and Basel III Regulation seen above. The Corporate Governance Code version of 

2010 describes the works that have been done, concerning the financial crisis.156The 

principles at the bases of the code are the principles of transparency, as wished from the 

Basel and Eu regulation, 
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 “The linking of the non-mandatory nature of the act to the express provisions in the 

articles of association reflects the more general objective of the Limited Liability 

Companies Act to make Corporate Governance more transparent. This objective is 

particularly emphasised in the case of listed companies, which are further subject to 

the extensive reporting obligation under the Securities Markets Act…”157 

Also, the principle of risk management is broadly included in the code, in the various aspects 

of the Corporate Governance, related to the Board 158, Audit Committee159 and risk 

management in general: 

 “Risk management is a part of the company’s control and monitoring system. The 

purpose of risk management is to ensure that the risks related to the business 

operations of the company are identified, evaluated, and monitored. Well-

functioning risk management requires that the principles of risk management are 

specified. In order to evaluate the operations of the company, sufficient information 

on risk management must be provided. Risk management principles relating to 

financial reporting processes shall be reported in the Corporate Governance 

Statement.”160  

If a small consideration can be done at this point, the parts that concern the risk increased in 

the new Corporate Governance Code of 2020 compared to the 2010 one, giving an idea of 

development in the risk containment.  In the Corporate Governance Code, is the model of 

all the types of Companies in Finland. The rule, also in the listed Finnish Companies, is the 

one-trier Governance model. The General Meeting, the Board, the CEO and eventually other 

executives and the auditors, have their own paragraph in the Corporate Governance Code, 

while the Supervisory Board is only mentioned. In the introduction of the Corporate 

Governance Code it is also expressly written that “very few listed companies have 

supervisory boards”.   
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This means that, despite the 2008 Financial Crisis, also in the case of listed Companies, the 

Corporate Governance flexibility remained the same.  

Thanks to what has been said, is possible now for me to build some considerations and 

conclusions. 

CHAPTER 5: FINAL REMARKS   

5.1 Considerations   

Considering what has been written and analysed so far, there are some considerations to be 

made. First of all, the Nordic Corporate Governance system is based on a very flexible one-

tier model as, both t Cooperatives, Cooperative Banks and also, the Banks themselves apply 

this model. This leaves the possibility for members of companies to decide which model to 

use, whether monistic/one-tier, dualistic/two-tier or other types, as we have seen in OP 

Group in fact was chosen to use a three-tier model. 

In fact, the Finnish law, regarding the Corporate Governance, establishes the mandatory 

nature of a Board but does not require a compulsory appointment of a Supervisory Board or 

a CEO even if the law contemplates them. The law remains silent about the appointment of 

a "management board" that is a group of people appointed by the CEO, to help him in the 

performance of his duties, but it is not prohibited by law and therefore definitely 

possible. This may make sense for the following reasons: a larger and more complex 

company, in general, will need a structure that will allow it to function properly.  

In this case, it is correct to insert a Board, a Supervisory Board, a Chief Executive Officer 

and in case a management Board (case of OP). While a small company obviously might 

consider a basic monistic system. The Finnish system seems to be working and has remained 

so since the 2000s. In the past, for the Cooperative Banks, there was the mandatory 

appointment of the Supervisory Board. In the preparatory works for the new laws to be 

applied to Banks, as we have seen for a reason of harmonization, it was decided to cancel 

this obligation. 

For what it regards the impact of the 2008 financial crisis had on Finland and Finnish 

Corporate Governance, it should be remembered that both the Basel Regulation III and the 

European regulations, explicitly mentions the freedom of the Corporate Governance system 

in companies, leaving flexibility to member states. A consideration must be made 

considering my background, being Italian. The Finnish Cooperatives Act inserts in the final 
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purpose of the Cooperative also a beneficial and not-for-profit purpose and an ethical 

motivation but then, also makes possible to share the profits between its members, then 

turning to a capitalist scope. The reason is to make Cooperatives more competitive on the 

market. This is what I was talking about with Antti Makkonen: I was surprised by the fact 

that the Cooperatives which, however, were originally born because of the poor people with 

the aim of obtaining a price advantage, compared to the market price of goods for daily use.  

It was difficult to see such strong Cooperatives from the capitalist point of view and Antti  

Makkonen told me that here in Finland it has always been so, to have big strong 

Cooperatives. I am quite surprised that even though I live here in Finland, I have realized 

how different the system is. The Cooperatives, even if generally not connected to the pure 

maximization of profit,  they have also  succeeded in the capitalistic point of view. During 

the Crisis, Finland has also faced some repercussions, because the 2008 crisis was one of the 

strongest global crises in the last decade. The effects have been placed regarding the risk 

management, the attention on the qualifications of the Board and of the other organs, but not 

on the model of the Corporate Governance.  

 In fact, also the Corporate Governance code, that was drafted in 2010, after the financial 

Crisis, says that many listed companies do not have a Supervisory Board. Also talking with 

Makkonen, we discussed the fact that in Italy, banks and other big companies as Groups, 

must have a Supervisory Board. The reason is to be found in the fact that the Supervisory 

Board is seen as protection for the members. It is an important organ for large companies, 

mergers and Banks and groups. The Supervisory Board is compulsory and extremely 

important also in Listed Companies. That's why I was so surprised by the Finnish model.  

Then if we see the OP Group case, in concrete, it has a three-tier model and with the change 

of 2020, the Group decided to exchange the Supervisory Board with a Supervisory Council.  

The reason, as seen above, was that OP is a huge group and they needed a solid structure, in 

order to manage all the Banks within the group. This choice would seem just a logical one 

but I can ensure that in Italy, without a specific regulation, it would not work like that. 

 

5.2 Conclusions 

In conclusion, Finland as a Nordic country has a system of Company Law which is based on 

the principle of the prevalence of shareholders. At the same time, it takes care of the interests 
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of stakeholders (creditors, employees etc). This concern for the well-being of these 

individuals stems from the culture of the country, which is very focused on the well-being 

of citizens. This way of thinking is inevitably reflected on the market and in fact, as seen, 

the Cooperatives are very numerous and strong, indeed, in the whole population, every 

citizen is part of at least one Cooperative. 

Cooperatives, with their principles of one vote for each member and generally with their 

purpose or ethics or to ensure to their members goods and products at a price lower than the 

market price, have never been directly associated with a suitable company/association type 

to create a lucrative business. In Finland, on the other hand, Cooperatives are able to 

maintain their principles typical of Cooperatives, but also to obtain profit, always respecting 

the members. Cooperatives can do all kinds of business, including banking. 

In order to function properly, every company needs adequate Corporate Governance, defined 

as the company’s management system. Each country has its own Corporate Governance 

system that can be one-tier, two-tier and derivatives. The Nordic model is considered a one-

and-a-half model. This model applies to Cooperatives and Cooperative Banks, after a reform 

that decided to harmonize the Cooperative Banks to other types of Banks, making only 

mandatory the appointment of a Board; it is possible, but not mandatory, the appointment of 

other bodies such as the Supervisory Board and/or the CEO. The system is very flexible and 

the law is fairly general, leaving the freedom for companies to manage themselves. This 

freedom is also in the case of listed companies thanks to the principle set out in the Corporate 

Governance Code "Comply or Explain" by requiring companies to indicate their structures 

in detail in their statutes. 

At the time of the derivatives crisis of 2008, the European Regulations and those deriving 

from the Basel III regulations, aimed to introduce to the regulations of the Member States 

new tools to avoid a new financial Crisis. These tools involved especially the minimum 

capital requirements and focused on risk management and information transparency. Both, 

European Law and Basel, have however stressed the respect of the various corporate models, 

leaving them to the rules of the state itself and therefore not influencing it but going to 

underline how important is a good management by Corporate Governance that must be 

carried out by qualified and suitable subjects to manage the risk. 

Finland has therefore reacted well to the crisis for various reasons. The company model, 

being flexible, has ensured good Corporate Governance. 
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The Finnish banking system, although it had to ask for state aid in any case, did not receive 

large losses compared to the rest of Europe. Thanks to a strong Ministry of Finance and to 

the risk preparation already carried out before: in fact, Finland had had a terrible banking 

crisis in the 90s, which led it to a legislative reform and a more cautious management of 

risk. The Cooperatives also had been considered resilient during the crisis. Logically then it 

comes to be considered that the Cooperative Banks have managed well. 

The Corporate Governance of the Cooperative Banks therefore enjoys those advantages both 

of risk management of the European Regulations and of Basel III, very specific, and of the 

flexibility given by the Nordic model that allows them to adapt according to their needs. 
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 LIST OF ABBREVIATIONS 

BoD- Board of directors 

CA- Competent Authorities 

CG- Corporate Governance 

CRD -Capital requirement Directive 

EBA – European Banking Authority 

EMU- European Monetary Union 

EIOPA- European Insurance and Occupational Pensions Authority 

ESMA- European Security and Market Authority 

EU – European Union  

FCA- Finnish company Act 

FSA -Financial Supervisory Authority 

FKL – Federation on Finnish Financial Service  

GDP – Gross Domestic Product 

ILO- International Labour Organization 

OY-osakeyhtiö 

Oyj- julkinen osakeyhtiö 

PIE-Public interest entitites 

SB- Supervisory Board 

SCE – European Cooperatives Society 

SSM- Single Supervisory Mechanism  
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