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Preface
After establishing the first cooperative bank in the Netherlands 120 years ago, Rabobank
has taken a historic decision to change the governance structure. From 1 January 2016, all
106 local member banks and the cooperative central institution Rabobank Nederland will
form one cooperative, with one banking license, and one financial statement. After
intensive and sometimes emotional discussions, Local Members’ Councils, agreed
unanimously to all the proposed governance changes. The Members’ Councils are
confident about and comfortable with the new governance structure and the internal rules
and regulations associated with the decision.

As a result of developments in society and banking, the bank has made frequent
adjustments to governance in the past. However, the recent decision definitely marks the
end of a long chapter in Rabobank’s history. At the same time, this moment marks a new
beginning for Rabobank. With this step, we preserve, as well as renew, the cooperative
roots of the organisation.

In this publication, Hans Groeneveld puts the historic decision in the context of the
governance and organisational evolution of Rabobank. The considerations for the
evolution, the internal processes and steps, plus the main characteristics of the new
governance are highlighted. The report explains how our members’ influence and control
will continue to be firmly anchored, both at the local grass roots level and at the group
level. The voices of our members will still determine the specific nature of the cooperative
Rabobank in Dutch banking and society. Now and in the future.

Dirk Duijzer
Director Cooperative and Governance Affairs Rabobank
January 2016
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The Road Towards One Cooperative Rabobank1
1. Introduction
Since the establishment of the first credit cooperative in the Netherlands in 1895, the
governance of Rabobank has undergone numerous adjustments. In December 2015, the
Local Members’ Councils took a fundamental decision: they decided to merge all local
cooperative Rabobanks and the cooperative central organisation (Rabobank Nederland)
into one cooperative, which will operate with one banking license. One week after this
decision at the local level, the local cooperative banks approved this step in the General
Meeting of Rabobank Nederland as well. As from 2016, Rabobank will disclose one
consolidated balance sheet and one income statement. With this governance step,
Rabobank stands out in the cooperative banking world. All other cooperative banking
groups in Europe operate with legally independent local cooperative banks at the primary
level.
This document sketches the governance evolution of Rabobank for a broad audience, e.g.
external stakeholders and other cooperative banking groups. The note is divided into two
parts which can be read independently of each other. The first part (Section 2) presents a
chronological overview of major phases and determining factors in Rabobank’s
governance evolution. Here, the arguments behind and implications of important
governance changes throughout Rabobank’s history are highlighted. This brief overview
shows that governance changes are time and path dependent, i.e. they depend on
consecutive steps and follow or pre-empt major trends in society and banking. Numerous
contextual factors have shaped the governance structure – and business model – of
Rabobank over the course of time. This also explains why Rabobank’s governance differs
from that of all other cooperative banking groups in Europe in various respects.
The second part of this document focuses on the backgrounds and main features of the
new governance model. Section 3 pinpoints past and more recent governance
developments and other factors which actually triggered the Great Governance Debate. It
broadly describes the internal process towards and the search for a new governance
structure. Section 4 outlines the main bodies and features of the new governance model in
non-technical and non-legal words. Section 5 contains some concluding remarks.

1

Please contact Rabobank if you have additional questions or require further information (Prof. Dr.
Hans Groeneveld, Directorate Cooperative and Governance Affairs, Rabobank, email:
Hans.Groeneveld@rabobank.nl, telephone: +31 30 2131400). The author would like to thank many
colleagues, and particularly Dr. Joke Mooij (corporate historian) and Mrs. Ingeborg van den Heuvel
(senior legal counsel), for their useful comments on an earlier draft.
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2. Turning points in the governance history
Rabobank’s governance is not static, but has changed continuously. Historically, the
governance has been impacted by three main interlinked elements:
i.

Strategic (re)considerations;

ii.

Trends in society and banking;

iii.

Banking regulation and supervision.

One can clearly discern these three driving forces in the overviews of key changes in
Rabobank’s governance, as reported in Figures 1 and 4. In these figures, each time period
is markedly different from the previous and next one in various respects. Below, we
concentrate on aspects which have had a major impact on the governance in each time
period, within the context of the three catalysts mentioned above.
Time period 1895-1951
The first cooperative agricultural banks (Boerenleenbanken, henceforth Local Cooperative
Banks, abbreviated as LCBs) were a response to the agricultural crisis of the late 19th
century. They were founded to provide credit to small farmers and tenants, who generally
had no access to credit facilities offered by traditional urban-based financial institutions.
The LCBs were modelled according to the Raiffeisen-system in Germany. Every LCB was
an independent legal entity with a geographically limited working area, its own
management, its own responsibility for maintaining a financial balance and its own
accounts. The LCB was run by a cashier in his home office, who only received a small
salary. His tasks comprised receiving and distributing the funds as well as bookkeeping
and correspondence. Initially, the cashier's job was a part-time occupation. During the 20th
century, the cashier’s activities grew into full-time professions, with increasingly strict –
supervisory and regulatory – requirements.
Each LCB initially applied the principle of solidarity between members. There was
unlimited liability for all debts to be borne by all members, in case the bank should face
severe financial problems. In other words, financial reciprocity existed. This unlimited
liability contributed to a strict assessment of the creditworthiness of a potential debtor. The
stringent admission rules, the small working areas and in-depth knowledge about the local
situation reduced the credit risks for members. It was not necessary for depositors to
become a member. Members did not capitalise their LCB by buying member shares, which
was common practice in almost all other cooperative banks in Europe at that time. Instead,
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members decided to reserve the realised annual surpluses.2 This capitalisation policy has
been applied ever since. It implies that members do own the capital and reserves, but
have refrained from redistributing net profits to individual members for the benefit of future
generations of members (and customers). This feature is found in all subsequent articles
of association.
Figure 1 Timeline of decisive turning points for Rabobank (1895-2006)
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As early as 1898, LCBs took a ‘strategic’ step with long lasting effects for the internal
governance framework. They started to work together by setting up two central
cooperative organisations, one in the northern and the other in the southern part of the
country, Coöperatieve Centrale Raiffeisen Bank (CCRB) in Utrecht and Coöperatieve
Centrale Boerenleenbank (CCB) in Eindhoven, respectively. The CCRB formally had a
non-religious status, whereas the CCB had a Catholic background. A two-tier cooperative
structure emerged. From a governance point of view, LCBs as members and owners of
CCRB or CCB had the final say in decisions that exclusively affected them. Just like
members at the local level, the member banks elected the board of directors and the
supervisory board of the central banking institutions. In contrast to members at the local

2

A part of the surplus was appropriated for social and charitable purposes in order to improve local
living conditions. Rabobank still applies this principle today. Around 3 percent of net profits is reinvested in society via local cooperative funds in the Netherlands and via the Rabobank Foundation,
which also supports the establishment and development of agricultural cooperatives in emerging
and developing countries.
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level, LCBs had shares in the respective central institutions, as they funded these
organisations.
The central banks were not only helpful in overcoming the disadvantages of the local
banks’ limited scale and fostering their development by performing the coordinating role of
a ‘banker’s bank’; they also served as internal control or audit institutions as well as
knowledge centres for LCBs. In contrast to commercial banks, the network of LCBs had an
extensive supervisory structure long before the enactment of the first Dutch Act on the
Supervision of the Credit System in 1952. This internal regime was self-imposed and was
set up in the interest of all members. Potential problems at one particular LCB could
contaminate the reputation of all other LCBs. Such a situation had to be avoided at all
costs. To this end, internal safeguards and a high degree of mutual solidarity were
established.
The number of LCBs rose considerably in the first decades. A combination of good access
to local information, the absence of profit maximization as prime driver and low
management costs allowed LCBs to provide cheap credit and to offer attractive savings
interest rates. LCBs became successful savings banks, where excess savings at the local
level were transferred to the central institutions for supporting LCBs temporarily in need of
extra funds, or for investing in government bonds.
This time period also encompasses the crises of the 1920s and 1930s. In both periods, the
central cooperatives intensified supervision. They were particularly attentive to late
repayments or excessive credit growth which could endanger the liquidity position of LCBs.
The aim was to limit the risks for individual LCBs, the entire sector, and last but not least
the fully-liable members. As from 1932, the central institutions curtailed all credit activities
of LCBs completely. Any form of credit provision was made subject to a central approval
procedure. LCBs did suffer considerable losses and were confronted with a drop in
deposits. However, the number of LCBs even increased and not one LCB failed in the
1930s.
Time period 1952-1971
1953 marks the beginning of banking supervision by the Dutch Central Bank (DNB) in
conformity with the first Dutch Act on the Supervision of the Credit System. The law
provided for a partial delegation of the supervision of LCBs from DNB to their central
cooperatives. Due to the large number of legally independent LCBs at that time (i.e. a peak
of 1,324 LCBs in 1955) and the fact that no individual LCB had ever gone bankrupt, DNB
was readily prepared to partially delegate this supervisory task. The central institutions
The Road Towards One Cooperative Rabobank
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executed the banking directives of DNB in their supervisory activities. Actually, this meant
the continuation of existing regulations, that were directed towards safeguarding the
solvency and liquidity of LCBs. This decision respected the historically grown relationships
within the system of LCBs.
Since the 1960s, the role of the banks changed considerably as a result of IT and societal
development. Salary payments started to be transferred and hence Dutch households
opened current accounts at banks. This development also offered a new way for private
individuals to deposit their savings at a bank. Simultaneously, the popularity of owneroccupied homes increased, thanks to stimulatory government measures. Banks were able
to accommodate the increasing demand for residential mortgages by using their growing
deposit base. These developments prompted LCBs to start serving large numbers of
private individuals who were not members. In this period, the agricultural nature of the
LCBs gradually diminished and the homogeneity of the customer base decreased. The
latter development complicated the functioning of the governance to some extent, since
the interests of different customer groups were not always fully aligned.
Time period 1972-1979
Since the foundation of the first LCB in the Netherlands, the number of LCBs peaked at
1,324 in 1955 and still stood at around 1,200 in the beginning of the 1970s. This large
number of LCBs was one of reasons why the two original central organisations merged
into the Coöperatieve Centrale Raiffeisen-Boerenleenbank G.A. in December 1972
(Rabobank Nederland, abbreviated as RN).3 In the preceding decades, the working areas
of the two organisations had become strongly overlapping. A merger would end the
proliferation of offices and prevent inefficiencies from growing competition between LCBs
of the two organisations. The second argument for the merger was the secularisation of
Dutch society. Differences in principles between the Catholic Eindhoven organisation and
the formally neutral Utrecht organisation lost their significance. The third reason had to do
with the strong trend towards mergers in various economic sectors which started in the
1960s. Trade and industry had an enormous need for capital, and this triggered further
concentration within the banking sector. As a result of the increase in scale and mergers,
the cooperatives needed additional capital. Without the merger, it would become
increasingly difficult for the two central organisations in Utrecht and Eindhoven to fulfil their
traditional role as primary financers of up-scaling firms in the future.

3

‘G.A.’ stands for ‘amended liability’. Its common name became Rabobank, a name based on the
first two letters of the names of the two central organisations.
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RN was now the central cooperative of LCBs. As before, LCBs were the member-owners
of RN and hence had an important role in RN’s governance. The core objective of RN was
to provide for certain material needs of its members, i.e. LCBs, by which it was effectively
owned and controlled. LCBs also provided RN with capital. If the net profits of RN were
sufficient, LCBs received a return on their investment in RN, i.e. a dividend. Within the
central governance, the influence of LCBs was firmly and formally anchored in Regional
Assemblies and the Central Delegates Assembly. The former bodies were established to
enable LCBs operating in the same region to discuss common social and economic
issues. Via Regional Assemblies, they could coordinate a common approach to regionspecific challenges and/or exchange views and information on best practices.
The strategic decision to merge has largely determined the evolution of the governance
and the business model of the entire group ever since. The merger eventually yielded cost
reductions and a favourable scale for investments to acquire domestic market share and to
efficiently serve the emerging mass markets for financial retail products like loans, as well
as new economic sectors. Soon, the first international ambitions were formulated too.4
Moreover, RN ‘inherited’ the responsibility to exert delegated supervision over LCBs and to
ensure compliance of LCBs with the prevailing capital adequacy and liquidity regulations.
DNB supervised the solvency and liquidity of RN and LCBs on a consolidated basis. 5
Economically and organisationally, LCBs and RN formed one group, but LCBs had their
own banking license and local Board of Directors. The Board Members were elected
member representatives based on the principle of ‘one member, one vote’.
Time period 1980-1995
In 1978, a new Dutch Act on the Supervision of the Credit System was formulated. Based
on positive experiences, RN was permitted to keep its delegated supervisory role vis-à-vis
LCBs if the governance was adapted to some new requirements set out by DNB. 6 First,
the Executive Board of RN needed to possess legal authority to issue enforceable
4

With hindsight, one can conclude that Rabobank discovered the international strategy that suits it
best via trial and error. To date, following local customers abroad and focusing on the core
competences related to the agricultural roots are the basic principles driving Rabobank’s
international activities.
5
This is a fairly unique arrangement in the European co-operative banking sector. In most
countries, local banks are monitored by central or federal institutions, because they are mutually
connected via institutional protection schemes. However, they are also supervised by the external
banking supervisors.
6
This special supervisory regime of Rabobank was included in European rules of Article 10 of the
Capital Requirements Regulation and Article 21 of the Capital Requirements Directive IV. According
to this regime, individual LCBs were exempt from the application of a number of prudential
requirements, but these requirements had to be met at the consolidated level. By consequence, Art.
10 allowed supervisors to waive the fulfillment of certain prudential requirements on the solo level
and instead focused on the consolidated level.
The Road Towards One Cooperative Rabobank

10

instructions to the management of LCBs. Furthermore, the cross-guarantee system
needed to be formalised. It should contain provisions that the commitments of RN and
affiliated institutions (LCBs and some Dutch subsidiaries) were joint and that the
associated liabilities and/or the affiliated institutions were guaranteed by RN. This
mechanism stipulated that if a participating entity had insufficient means to meet its
obligations towards its creditors, all other participants would supplement that entity’s funds
so that it could fulfil those obligations. All participants were policyholders in a separate
legal entity entitled ‘Mutual Insurance Rabobank’. In practice, the cross-guarantee scheme
has never been activated. This was mainly due to the existence of internal compensation
arrangements between LCBs (Figure 2). Since RN operated these schemes, it has always
immediately used them to mitigate identified shortfalls at individual LCBs with respect to
equity, profitability, loan loss reserves and operational and financing losses. These internal
financial agreements and settlement procedures were financed by charging all other LCBs.
Due to close interlinkages between group entities and internal arrangements, Rabobank
has always been a strongly integrated cooperative banking group. In a sense, Rabobank
Group functioned as a kind of cohabitation agreement, where the total of the Group has
always exceeded the sum of the individual parts. This feature was an important reason for
rating agencies to award Rabobank high credit ratings throughout the years.
Figure 2 Compensation agreements and cross guarantee scheme

Internal Compensation agreements
LCB A

Rabobank
Nederland

LCB B

LCB C

LCB X

Subsidiaries in Cross Guarantee Scheme:
• Rabohypotheekbank
• Raiffeisenhypotheekbank (mortgages)
• Schretlen & Co. (private banking)
• De Lage Landen – holding and 3 operating
companies (Leasing)

Cross Guarantee Scheme
Source: Rabobank

Facilitated by the wave of deregulation and liberalization of financial services, the
centralisation of activities and the creation of scale advantages enabled diversification and
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expansion in other financial areas in this time frame. The adoption of the Allfinance
strategy in the Netherlands provided an additional impetus to domestic expansion. The
merger with the mutual insurer Interpolis in 1991 marks the beginning of this strategy.
Some years later, Rabobank entered into the fields of private banking, leasing and asset
management. All these developments mirrored a much broader trend towards
individualisation and the need for more customised solutions, stimulated by revolutionary
developments in information and communications technology. Internationally, Rabobank
expanded into various areas via acquisitions or entered into specific, international financial
products markets related to the agricultural sector. The centralised support function was
also conducive to launching virtual distribution concepts. All in all, the bank developed into
an all-round banking organisation, offering its customers and members the complete
spectrum of financial services.
Another feature of this time period concerns the substantial decline in the number of LCBs,
from 978 to 547. Indeed, this decline continued in the later sub-periods. The drop can be
mainly ascribed to changing customer preferences for distribution channels, IT
developments, larger homogeneous economic areas justifying larger LCBs, and efficiency
considerations. Since 1990, the increasing size of firms in the working areas of LCBs also
spurred consolidation. Growth was indispensable in order to remain able to serve these
expanding firms themselves from a risk perspective. A larger scale was also needed to
create profitable teams of specialists who served businesses with increasingly complex
(international) financial needs. From a governance viewpoint, this network consolidation
enlarged – literally and figuratively – the distance between members and LCBs and
reduced the total number of member representatives in the internal governance. The
organisation faced the dilemma of how to keep sufficient members involved and engaged
in governance bodies. It also became more difficult to express the cooperative identity in
local territories.
Time period 1996-2006
In 1996, ‘Rabobank International’ (abbreviated as RI) was established. Within RI, all
international activities were united in an organisational entity that had a large degree of
autonomy from the cooperative domestic banking part. The strategic responsibility for the
development of international business was transferred from the Executive Board of RN to
the newly established Managing Board of RI. The ambitions were high: For example, RI
soon attempted to develop a large investment banking division in London. The aspirational
objectives were predominantly based on the belief that the bank would be a reliable
counterparty for a wide range of derivative products because of its triple A rating at that
time.
The Road Towards One Cooperative Rabobank
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After only a few years, the investment banking division was scaled down substantially. The
ambitions of the investment bankers brought on board were not in line with the moderate
risk profile and culture of Rabobank. Besides, the associated remuneration structure in
investment banking - with substantial bonuses - was at odds with Rabobank’s culture.
Contrary to the general belief, the venture into investment banking in the 1990s has, on
balance, generated net profits. It led to substantially higher expenses, but these were
offset by proportionally higher revenues. However, significant losses did occur in the area
of corporate banking of RI at that time. Rabobank did not completely abandon investment
banking, though. These activities had increased the knowledge and competences of
Rabobank and hence various investment banking activities have been retained within
acceptable cost and risk limits.
Around the mid-1990s, the traditional funding sources proved to be insufficient to finance
the enlarged spectrum of national and international activities. At the same time, credit
growth in the Netherlands accelerated sharply due to increased demand for mortgages by
private households and loans by firms. This rapid balance sheet expansion is visible in
Figure 3. However, the growth of the traditional funding source – local savings and
deposits – could not keep up with surging credit demand and international expansion;
accordingly, a deposit gap emerged.7 The strategic decision was taken to accommodate
this credit demand and to expand foreign operations further by tapping funding from
international capital markets. This development had implications for the governance,
because Rabobank became a ‘listed’ company on the international bond markets. The
dependency on wholesale funding went hand in hand with additional reporting and
transparency requirements. This step implied a relinquishment of the cooperative principle
of purely self-financing.
Some years later, retained profits were insufficient to maintain the desired solvency ratio.
The capital increase via reservation of net profits lagged behind credit and loan growth.8
The bank had to find additional sources for high quality capital. In 1999, Rabobank Group
for the first time chose to tap the financial markets to strengthen its capital and solvency
with the issuance of financial instruments. Moreover, Rabobank Group issued member
certificates in the years 2000, 2001, 2002 and 2005. The purpose of these certificates was
7

Internationally, such a deposit gap is fairly unique. The deposit deficit was partly caused by the
relatively small ‘free’ savings market in the Netherlands. A comparatively large share of private
savings concerns contractual savings at Dutch pension funds, which are among the richest and
largest in the world.
8
Note that subsequent cohorts of members have always adhered to the decision of the initial
members of LCBs to capitalize the bank via retained earnings. Current members are the owners as
well as the custodians of the capital.
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twofold. They had to improve the (core tier 1) capital position on the one hand and were an
exclusive member product on the other.9
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The steady domestic expansion, the establishment of RI, mergers between LCBs as well
as the emergence of large domestic competitors via consolidation prompted a fundamental
self-assessment. This culminated in the Great Cooperative Debate in the years 19951997. Since the merger of the two central organisations, the perception was that the
cooperative philosophy had been subject to considerable erosion. The number of
members fell from 950,000 in 1979 to 510,000 in 1999. An LCB acted and operated more
and more like a ‘privately owned bank’. In this context, some felt that Rabobank could
equally well become a listed bank. This could offer Rabobank better growth prospects and
access to more funding sources to counter the increasing competition. Additional
arguments were accelerating costs and the adaption of new banking technologies which
required large-scale investment in IT.

9

Around 150,000 members bought these certificates. The yield on these certificates was 1.5
percentage point higher than the interest on the most recent ten year Dutch government bond.
These certificates were not listed and were traded on an internal market among members. This
feature led to limited tradability. Member certificates had an indefinite maturity and the yield was
dependent on whether the Group made profit.
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Though internal sceptics of the continuation of the cooperative banking model remained a
minority, they actually pointed out highly relevant questions about the meaning of
membership in the context of economic globalisation and about the added value of the
cooperative model in mature financial systems. After intense debate, the main decision
taken was to retain the cooperative identity. It was thought that a change in legal status
would have unknown and potentially risky implications and would weaken the
countervailing power of members on the day-to-day business decisions of the
professionals managing the cooperative banking group. It was argued that there were
opportunities for a viable and strong cooperative bank with a critical mass amidst private
banks. Such a bank would enrich the banking landscape with a distinctive business model
and philosophy, thereby contributing to diversity in banking. For a firm anchoring in society
and for the legitimization of its existence, it was deemed desirable to attract more and
engaged members and to enlarge the autonomy of the LCBs. Accordingly, there was a
remarkable increase in the member base after the year 2000.
Another outcome of the Great Cooperative Debate was the complete abolition of member
liability. The argument was that this liability was only virtual; members have actually never
been asked to fulfil their liability obligation, as no LCB has ever gone bankrupt. This step
officially sealed the transformation of Rabobank from a member credit cooperative to a
customer cooperative.
The increasing complexity of banking and more stringent banking regulation and
supervision necessitated adjustments in local governance in the late 1990s. The
composition of the Board of Directors of LCBs changed. A professional banker, i.e. the
general manager of an LCB, was included in the Board. This adjustment marked the
introduction of the ‘Partnership Model’. A couple of years later, LCBs could also opt for a
two-tier governance structure, which was called the Executive Model. This model
consisted of a local Board of Directors (banking professionals) and a local supervisory
board, elected by members. With this model, the elected board of directors disappeared.
The appointed members of the professional managing board were collectively responsible
for the governance of the bank and the cooperative. The supervisory board no longer
operated at arm’s length and would evaluate not only operational policies but also the
design and execution of the member policy. This model closely resembled the corporate
model. In the Executive Model, the Board of Directors was responsible for the
representation of members in central governance bodies, and direct member influence
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was replaced by indirect member influence via Local Members’ Councils. By 2010, every
LCB applied the Executive Model.10
The continuous reduction in the number of LCBs culminated in adjustments to the
composition of the Regional Assemblies and the Central Delegates Assembly (CDA). In
2006, the number of regions was reduced from 20 to 12. In early 2007, the number of
representatives in the CDA was reduced from 120 to 72, although the original ratio of
‘elected’ delegates (chairmen of local supervisory boards) to ‘appointed’ delegates
(chairmen of local board of directors) remained 2 to 1. In recent years, this hybrid feature
of the CDA was increasingly perceived as an impediment to an adequate functioning of the
internal governance.
Time period 2007-2014
The first years of this time span were dominated by the Great Financial Crisis. Rabobank
survived the financial turbulence of 2007-2010 well and without government support. In
2010, Rabobank even recorded the highest net profit in its history. However, Rabobank
could not escape the fall-out from the credit crisis and the eruption of the sovereign debt
crisis in Europe a few years later. The turbulence in the financial world prompted stricter
banking regulation and supervision. In Europe, the Banking Union was created and the
supervision of systemically important banks, including Rabobank, was transferred from
national supervisory authorities to the European Central Bank (ECB) in November 2014.
In the Netherlands, the whole banking sector lost the lustre of reliability. Besides,
Rabobank incurred reputational damage due to the involvement of the division ‘Global
Financial Markets’ within RI in the Libor affair at the end of 2013. With regard to the latter
issue, Rabobank Group agreed on financial settlements of EUR 774 million (US$ 1 billion)
with various authorities in connection with their investigations into Rabobank’s historical
Libor submission processes in October 2013. This caused great commotion outside and
inside the organisation and triggered far-reaching organisational changes. Although the
LCBs had nothing to do with this affair, their reputation was impaired and many Local
Members’

Councils

and

supervisory

boards

expressed

their

discontent

and

disappointment. In effect, LCBs were associated with this scandal, since the name of
‘Rabobank’ was contaminated in the eyes of the public. These reputational contagion
effects underscored the necessity to operate as one Rabobank with one common culture
and adherence to identical behavioural standards in the Netherlands and abroad. By the
10

Regarding this aspect, the governance of LCBs was already unique in Europe. All other local cooperative banks in Europe are currently operating with a one-tier board, i.e. consisting of elected
board members and one or more banking professionals.
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end of 2013, it was decided to integrate Rabobank Nederland and Rabobank International
again. The two trade names Rabobank Nederland and Rabobank International were
abolished and replaced by ‘Rabobank’. The staff directorates and departments of RN and
RI were merged and a company-wide culture program was launched. For the sake clarity
and to avoid confusion, we shall also use the abbreviation ‘RN’ for the cooperative central
organisation in the remainder of this document.
Figure 4 Timeline of decisive turning points for Rabobank (2007-2016)

•

•
•
•

assemblies (from 20 to
12)
Redesign Central
Delegates Assembly from
120 to 72 members (ratio
2:1)
Global financial crisis
Great turbulences in
Dutch Banking
Solid Rabobank during
crises

2007
# Members
# Local Rabobanks
Total assets Group

• Member Certificates are

• Local Rabobanks

• Redesign of regional

apply Rabo model
• Direct member
influence becomes
indirect influence via
member councils
• Libor affair
• Integration of
Rabobank
International and
Rabobank Nederland

2010
1,801,000
141
€ 653 bn.

converted into listed
Rabobank Certificates
• European Banking Union
• Great Governance Debate
•
•
•

•

2014
1,959,000
113
€ 681 bn.

One cooperative, one
banking license
One consolidated
balance sheet
New articles of
association and internal
rules
Abolition of delegated
supervision

2016
………
…
……

Source: Rabobank

In December 2013, Rabobank expressed its intention to enhance the tradability of Member
Certificates. In January 2014, these certificates were made available to institutional
investors. This step was partially motivated by the fact that the supply on the internal
market had increased significantly in the last quarter of 2013. An important cause was the
requirement of the Dutch behavioural supervisor (Autoriteit Financiële Markten; AFM) that
LCBs had to draw the attention of all certificate holders to the fact that a member certificate
was not a risk-free savings product, but should be considered as an investment product.
LCBs were also required by the AFM to advise each certificate holder to limit the share of
member certificates in his/her total investment portfolio to 20 percent. Since January 2014,
these certificates are listed as Rabobank Certificates on Euronext Amsterdam and count
as core tier 1 capital without voting rights. Due to the fact that the yield on these
certificates is not related to the profit level and that the certificate holders have no voting
rights, this conversion did not impact the functioning of the ‘bottom-up’ governance.

The Road Towards One Cooperative Rabobank

17

3. The Great Governance Debate
Section 2 has already, either implicitly or explicitly, touched upon the main triggers for the
Great Governance Debate that commenced in March 2014. However, it is impossible to
rank all factors in order of importance, since they are interrelated. Consequently, the
individual catalysts are discussed randomly below.
An important driver for reconsidering the governance was the increased complexity and
recent turbulence in (Dutch) banking in combination with stricter global banking regulation.
These developments led to more stringent requirements for local supervisory board
members. To be eligible and remain eligible for their supervisory tasks at the local level,
they had to comply with so-called fit and proper tests and acquire a number of ‘permanent
education points’ each year. Consequently, the population of local supervisors has
become fairly homogenous in recent years, i.e. lawyers, accountants, and some former
employees of other banks. 48 of these local supervisory board members had a seat in the
Central Delegates Assembly (CDA) of RN.
The factor mentioned above had clearly left its mark on the functioning of the local and
central governance. At the local level, the emphasis of local supervisors had shifted
towards legislative and regulatory issues (their formal supervisory role), and the attention
for other equally important aspects, such as safeguarding the cooperative profile, the role
of sparring partner and making connections with local communities, had somewhat abated.
Concerning the impact on the central governance, one could observe a fairly dominant
focus on regulatory, technical and/or operational banking topics on the CDA-agenda in
recent years. The latter issues were, however, particularly relevant for the other 24
members of the CDA, i.e. chairmen of Local Boards of Directors.
Another consideration for initiating the Great Governance Debate was that the shared
domestic and international ambitions of LCBs and RN had led to a strongly integrated
banking group and an increasing dependency on external funding. As a consequence, the
tasks and responsibilities of RN have broadened remarkably over time. In 2015, RN
performed the following tasks:
1. Banker’s bank for the group;
2. Supporting LCBs (i.e. product development, ICT, marketing HR, advice, guidance,
etc.);
3. Mandate for the preparation and execution of the Group strategy;
4. Holding company for (inter)national subsidiaries and own banking business, which was
both complementary to and independent of the business of LCBs;
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5. Delegated supervision over local cooperative banks on behalf of the European Central
Bank as from November 2014 (and De Nederlandsche Bank from 1953 up to October
2014).
The high level of integration on the one hand and the legal independence of LCBs on the
other were also catalysts for the governance discussion. The first reason was that various
supervisory issues and increasingly complex and burdensome internal rules and financial
settlement procedures had resulted in a strong rise in audit and compliance costs at LCBs
and RN and in a strong internal focus after 2011. RN had difficulties in clearly conveying to
LCBs whether it was acting in its capacity of central service provider or as delegated
supervisor in recent times. Obscurities in the governance were further exacerbated by the
fact that the elected local supervisory boards had to exercise ‘internal local supervision’ in
a much more strictly regulated banking industry. The qualifications for local supervisors
(the fit and proper tests) were tightened considerably following the financial crisis. Their
focus had necessarily shifted to risk assessments of LCBs to the detriment of making
connections with local communities and member councils and safeguarding the
cooperative identity of their LCB. Moreover, local supervisors of some LCBs were
confronted with internal administrative problems which they could neither prevent nor cure;
these issues were partly caused by uncertainty regarding the different roles of RN.
Anyway, some LCBs had difficulty in complying with regulatory requirements concerning
customer due diligence on time.
An associated factor was the growing dissatisfaction with the functioning of the – hybrid –
CDA. As stated earlier, the CDA-agenda was dominated by technical banking or regulatory
issues (in connection with RN’s supportive and supervisory role for LCBs), whereas
strategic and cooperative topics, that actually constitute the distinguishing features of
Rabobank, remained relatively underexposed. Many CDA members felt that the CDA
increasingly bore the hallmark of a ‘decision-making vehicle’ and a political body. The
expertise of elected CDA members was insufficiently used, and a bottom-up process was
lacking.
External reasons to embark upon a revision of the governance had a regulatory and
supervisory background. DNB/ECB started to wonder how the gradually evolved high level
of integration within the Group could be reconciled with the proclaimed enduring
maintenance of legal independence of LCBs. Moreover, the administrative problems at
various LCBs drew a raised eyebrow from the external supervisor with regard to the ability
of RN to enforce prompt adherence to (new) external legislative and regulatory rules by
LCBs.
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It was evident that minor governance adjustments would not represent a solution for the
aspects mentioned above. Hence, an internal Governance Committee was inaugurated by
the Executive Board in March 2014. The essential assignment of this Committee was to
come up with proposals for governance changes to resolve the identified questions. The
ultimate purpose was to establish a future-proof governance which would contribute to
recovery and to the maintenance of trust and confidence among internal and external
stakeholders in Rabobank, not least because of the preceding turbulent months for
Rabobank.
The Governance Committee was composed of four chairmen of Local Supervisory Boards,
four chairmen of Local Boards of Directors, two Executive Board members of RN and
representatives from relevant staff directorates of RN. Stringent criteria for possible
adjustments to governance were formulated. The redesign had to result into a better
cooperative and a better bank. The proposals should fully abide by the central notion that
the orientation and discipline of a cooperative enterprise can only come from its members;
a cooperative firm does not have external shareholders and is in fact an economic
democracy in action. The key objectives of the governance revision are recorded in Figure
5.
Figure 5 Main objectives of governance revision
Better cooperative

Better bank

Enhanced countervailing power of
members on Rabobank as a whole

Full and prompt compliance with new
regulatory, supervisory, and resolution
requirements in the future

Increased transparency of roles
and responsibilities in organisation

More efficient and effective internal
processes due to abolition of delegated
supervision

Increased distinctiveness,
enhanced visibility, tangible
participation in local communities

Improved cost efficiency

Streamlined decision-making
process and consultative structure

Annual accounts and income statement
reflect more strongly the financial
solidity of Rabobank Group

Source: Rabobank

The Committee has assembled many times since March 2014. In order to collect input and
views as well as to involve and inform many internal stakeholders simultaneously,
numerous round table discussions, information sessions, webinars, and plenary meetings
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have been held. To gain support for possibly fundamental adjustments, many discussions
and meetings with individual local supervisory boards and/or member councils have taken
place. Step by step, the outlines of the new structure were formulated in an intensive and
iterative collaborative process with many stakeholders. Prior to meetings of the CDA,
intermediate positions were taken in Regional Assemblies for the collective way forward. A
crucial element in this debate was trust and confidence among all stakeholders. Indeed,
discussions about preliminary proposals for governance adjustments were sometimes
emotional. It was broadly felt that the cooperative nature had to be firmly anchored in the
new structure. One could argue that the conclusions of the Great Cooperative Debate in
1998 defined the points of reference for the discussions and the preconditions for
acceptable outcomes of the Great Governance Debate.
The consultations and deliberations ultimately resulted in a convergence of views and
opinions among all stakeholders. This common ground formed the basis for the revision of
the articles of association and internal rules, which were approved by the CDA in
September 2015. Drafts of these documents have been scrutinized by member
representatives and local directors – with an affinity for legal and economic aspects of the
subject – to ensure that the newly formulated checks and balances were in line with the
principles of a member-governed enterprise. On the 2nd of December 2015, the member
councils of the LCBs unanimously approved the new governance. One week later, the
General Meeting also approved the merger into one cooperative. The new structure has
become operational on the 1st of January 2016. The Governance Committee continues to
exist in 2016-2017 to monitor and evaluate the functioning of the new governance
structure and to provide guidance for issues emanating from the new regime.
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4. Main characteristics of the new governance structure
The legal merger of LCBs and RN has resulted in one legal entity: Coöperatieve Rabobank
U.A. (Rabobank). LCBs pool their equity into one Rabobank. For internal purposes, the
capital contribution of each LCB to total equity remains traceable and partly determines the
number of votes in the new governance. The equity development of each LCB can still be
monitored as a result of annual internal financial reporting. The merger implied that
members, customers and employees of the former LCBs became members, customers
and employees of Rabobank. Rabobank has one annual account and one banking license.
It operates with a decentralised organisation of local banks and is characterised by local
and central countervailing powers exercised by member representatives. These checks
and balances are firmly anchored in the new articles of association and internal rules.
Figure 6 shows the governance bodies in the new set-up. The left part of this figure
represents the cooperative pillar. The right part refers to the banking pillar. The orange
circle symbolizes the unity of cooperative and bank. The new governance bodies are
broadly discussed below as well as the main differences between the previous and new
governance structure.
Figure 6 New governance structure: unity of cooperative and bank

7.5 million customers
2 million members
Local Members’ Council
Local Supervisory Body
General Members’ Council
Supervisory Board

Local Management Team
Chairmen
Directors’ conference of
entire group
Executive Board

Source: Rabobank

4.1 Cooperative pillar
Customers of local banks in the Netherlands have the option to become a member of the
cooperative. In the legal sense of organizing members, the statutes and rules use the term
‘Departments of Members’. In the past, members were automatically connected with their
LCB via their local cooperative. As a result of the merger, all members are formally a
member of one and the same cooperative. However, members are still linked to their own
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local bank11 on the basis of the rights and obligations prevailing before 2016. This is
achieved by dividing members into Departments that are related to the local banks (i.e. the
organisation of the domestic banking business). In a legal sense, a Department is not the
same as a local bank, but in practice they are interconnected. There are about 100
Departments of members throughout the Netherlands. Within each Department, members
are categorized into Delegates’ Election Assemblies.12 These Assemblies elect the
members of the Local Members’ Councils (henceforth LMCs), consisting of 30-50
members. LMCs are no longer legal bodies that are ‘automatically’ endowed with tasks
and responsibilities (see footnote 11). LMCs do have a statutory status13 and their actual
functioning scarcely differs from the old situation. LMCs are ‘the eyes and ears’ of Local
Management Teams (signalling function), act as sparring partner, and, last but not least,
have a number of formal tasks and responsibilities. The latter comprise:
• Deciding on a merger or division of local banks;
• Recommendation, appointment, suspension and resignation of members of the Local
Supervisory Body14;
• Assessment and evaluation of the performance of the Local Supervisory Body;
• Assessment and evaluation of the quality of services and operational management of
the local bank;
• Representation of the local community. LMCs have a say in defining the social role of
LCBs in local societies and in the allocation of cooperative funds.
The Local Supervisory Body consists of 3 to 7 members and is part of the corresponding
Department. It is not a legal but a statutory body (see footnote 11). Local supervisors are
appointed by and accountable to their LMC. The local supervisors have to be members of
the cooperative. The functions and position of the chairman of the Local Supervisory Body
have altered fundamentally compared to the previous situation. The chairman has a
governance role in the LMC. In the former governance regime, he just acted as a
‘technical’ chairman of the LMC. In the new structure, the chairman is appointed by the
LMC. Second, every chairman of a Local Supervisory Body represents the members of its
local bank in the General Members’ Council (henceforth GMC), the highest decision
11

The use of this terminology may be somewhat confusing. Under the new governance regime,
local banks are no longer independent legal entities. Hence, Departments of Members, Local
Members’ Councils, Local Supervisory Boards and Local Management Team Chairmen have no
formal, legal status according to Dutch corporate law. However, these bodies do have a statutory
status, i.e. internal rules and regulations describe their tasks and responsibilities.
12 “
Model rules of the Delegates’ Election Assemblies”.
13
Articles 4-11 of the “Local Bank Rules”.
14
To avoid confusion, the former Local Supervisory Boards are renamed into Local Supervisory
Bodies. Current Local Supervisors of local banks are not supervisors in the formal and legal sense,
i.e. they do not supervise an independent legal entity. However, they have roles and responsibilities
stemming from internal rules and regulations.
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making body in the new governance. This implies that all local banks and their members’
Departments are represented in the GMC (as opposed to the former CDA). Since the
chairman is appointed by the LMC, it is logical that he collects input from the LMC about
relevant items on the GMC-agenda. In other words, the connections between the LMC and
GMC are fairly tight. Moreover, the chairman has to be able and prepared to debrief the
LMC about the outcomes of the GMC. In addition, he has to clarify his contribution to the
final decision-making. It is important to note that the chairman participates without
instruction and consultation in the GMC. He will surely take into account the standpoints of
his grass roots, but cannot be forced to have a certain opinion. If new insights arise during
the GMC, the chairman will not consult the local grass roots level before taking a decision.
Compared to the old situation, the substance of the supervisory role of Local Supervisory
Bodies has changed due to the merger into one bank and the associated abolition of
delegated supervision. However, Local Supervisory Bodies continue to have important
tasks and responsibilities, including a supervisory role15, to secure the decentralised or
local focus. This is achieved via the delegation of specific local governance powers to
Local Supervisory Bodies by the Executive Board.16 For example, the employer’s role for
the Local Management Team Chairman is delegated to Local Supervisory Bodies. The
Local Supervisory Body has the power to appoint, assess and suspend the chairman. The
potential resignation of the chairman is the responsibility of the Executive Board. In other
words, the Local Supervisory Body acts as functional employer of the chairman. The main
rights of approval of Local Supervisory Bodies encompass (i) the appointment, suspension
and resignation of other members in the Local Management Team, (ii) specific Board
decisions, (iii) Annual Plan/Budget, and (iv) Membership Policy.
Local Supervisory Bodies monitor the execution of the strategy and policy plans by the
Management Team Chairman. This concerns an evaluation of the degree to which the
local bank complies with external laws and regulations, the articles of association, “Local
Bank Rules”, and other rules and decisions of Rabobank. Of course, the Executive Board
(and not the Local Supervisory Body) is responsible for taking corrective measures if
deficiencies in adhering to external laws and regulations are detected. Moreover, local
supervisors actively assess whether the provision of products and services satisfies the
needs of customers and members. They also monitor to what extent the Management

15

Article 12 of “Local Bank Rules”.
These are found in the “Regulations on the Powers of the Local Supervisory Body Mandate” and
the “Employer’s Rules”.
16
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Team Chairman lives up to his local responsibility to focus on customers’ long term
interests and to contribute to a sustainable development of the local working area.17
The Local Supervisory Body and Local Management Team are expected to aim at
alignment of locally formulated targets and the achievement of these goals with collectively
agreed ambitions and objectives by the GMC. If this is not the case, the supervisory roles
of the Executive Board and the Local Supervisory Body are in conflict. Such a situation
would call for an exchange of views to explore whether a common approach could be
agreed upon to bridge diverging opinions and solve potential problems. At any time, the
Executive Board can withdraw the authorisations granted to the Local Supervisory Body
and Local Management Team. However, the Executive Board will only exercise this power
if necessary, and will inform the Local Supervisory Body about a likely withdrawal of these
mandates in advance. To ensure that the Executive Board does not abuse its authority, a
right of appeal at the Supervisory Board is provided for within the governance framework.
Regional Assemblies are not included in Figure 6, because they are not formal bodies in
the new governance system. However, they do have a statutory basis18 and continue to
exist because of their added value. Regional Assemblies are important for the preparation
of the GMC. They are also consultative bodies where chairmen of Local Supervisory
Bodies and Local Management Team meet. Regional Assemblies are pre-eminent bodies
to exchange best practices and information as well as to discuss issues pertaining to the
entire region. In 2016, there are 8 Regional Assemblies.
As stated before, members of every local bank are represented in the new GMC by the
chairman of their Local Supervisory Body, which means that this governance body has
about 100 members. Hence, the GMC is a ‘thoroughbred’ governance body; no
professional bankers take part in the GMC. On behalf of the members, the GMC acts as
the owner of Rabobank to safeguard continuity and as the custodian of collective values. It
determines the development of the cooperative and the decentralised organisation and
ensures adherence to the articles of association. The GMC evaluates the governance and
the banking business on the basis of commonly agreed strategic principles.
To perform these functions, the GMC has several formal roles and responsibilities. The
GMC has the power to amend the statutes or change the legal status of Rabobank. It

17

The division of local tasks, work method and functioning of the Local Supervisory Board are
documented in “Local Supervisory Board Rules”.
18
Article 46 of “Articles of association”.
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adopts the financial statements of the Group and has the right of approval for major
decisions by the Executive Board. These include:
• Determination of general principles of Rabobank’s identity and strategic frameworks;
• General principles of the annual budget;
• Large acquisitions, large (dis)investments and strategic partnerships (with a value of
more than EUR 2 billion).
Hence, the GMC determines the strategy of the entire Rabobank Group, whereas the
scope of the former CDA was limited to the supportive role – and the associated budget –
of RN for LCBs. The GMC will focus more strongly on the social importance and impact of
the bank. It concerns the bank’s contribution to socio-economic development and the
fulfilment of its public functions in society. The GMC has three permanent committees: (i)
the urgency affairs committee, (ii) the coordination committee and (iii) the committee on
confidential matters. These committees are staffed by GMC members. After consultation
with the Executive Board, the GMC may install additional sub-committees.
The Supervisory Board of Rabobank is appointed by and accountable for its monitoring
role of the Executive Board to the GMC. In the former governance structure, the
Supervisory Board was appointed by the General Meeting of RN. The members of RN
were the LCBs. The chairmen of LCBs had voting rights in the General Meeting. The
chairman of the Supervisory Board is also chairman of the GMC. Owing to the abolition of
delegated supervision, the responsibility of the Supervisory Board has broadened. Local
banks are also within its scope now. Finally, the Supervisory Board appoints the members
of the Executive Board, who are accountable to the GMC regarding the execution of the
overall strategy.
4.2 Banking pillar
In the context of the Great Governance Debate, it has been repeatedly ascertained that
the agenda of the former CDA consisted of an uncomfortable mixture of strategic-policy
issues on the one hand and operational banking issues on the other. The former topics are
particularly relevant for member representatives, who need to be able to exert influence
and have a disciplining impact on the strategic and cooperative course of Rabobank. This
focal point of member influence differs from the question how the banking business can be
organised optimally so that adequate customer servicing and efficiency targets can be
achieved. To find solutions for problems and challenges in these areas, the GMC is not the
appropriate body. Therefore, operational banking issues will be predominantly addressed
in the new Director’s Conference.
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The Director’s Conference is composed of the Executive Board, Local Management Team
Chairmen, and directors of divisions which support local banks. This body functions as a
preparatory, informative and advisory organ for proposals and policies concerning local
banks. The Director’s Conference also constitutes a linking pin between the highest
echelons of the bank and the task of safeguarding customers’ interests. This body has a
statutory basis19, but is not a decision-making body.
The Executive Board governs Rabobank.20 The major change is that the scope of the
Executive Board has widened. The Executive Board is now fully responsible for the overall
banking business, including that of all local banks. Under the former governance regime,
both the Executive Board and the Local Supervisory Board supervised the LCB, each from
its own role: the Local Supervisory Board as ‘internal supervisor’ based on corporate law
and the Executive Board as ‘external supervisor’ based on regulatory law21. In the new
situation, the Executive Board has the ultimate responsibility for the compliance of local
banks with external regulations. To this end, the Executive Board has the power to
intervene directly in local banks if necessary. Enabling the Executive Board to exercise
more direct and firmer control over local banks was also a point raised by external
supervisors in recent years. As a result of the move to one bank, the Board is the
hierarchical employer of the Local Management Team (Chairmen). Moreover, the
Executive Board formulates proposals for the strategy of the Group and is responsible for
all group subsidiaries.
To preserve local orientation and local entrepreneurship as distinguishing features of local
banks, the Executive Board has granted the Local Management Team Chairmen a number
of authorisations. Consequently, these chairmen are able to perform their tasks locally and
to take responsibility for their bank.22 The chairman has additional responsibilities for the
member Department which is linked to its local bank. Another delegated task concerns his
role as local employer, also with respect to the other directors on the board. The Local
Supervisory Body has the right of approval for the appointment, suspension and
resignation of the local Management Team, except for the resignation of the Management
Team Chairman.
The Executive Board may partly or fully withdraw the authorisations granted to an
individual local bank, for instance in the case of underperformance, in the case of an
incident, a governance issue, the presence of high risks for the Group, etc. In the latter
19

Article 12 of “Articles of association”.
Articles 34-44 of “Articles of association”.
21
This was the so-called “delegated supervision”.
22
“Management Team Chairman Mandate”.
20
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circumstances, the Executive Board may intervene directly and take corrective measures.
The degree of direct intervention is determined by the classification of a local bank
according to various performance indicators. In the new governance, regional directors are
the linking pins between the support organisation and the – Local Management Team
Chairmen of – local banks. It should be pointed out that the Executive Board cannot take
far-reaching intervention decisions lightly. The arguments for intervention have to be
reasonable and credible for the GMC. The latter feature exemplifies the checks and
balances embedded in the new governance framework.
4.3 Stylised governance relationships
The main connections between local and central governance bodies are illustrated in
Figure 7. This figure is just a stylised representation of reality, of course. It aims to provide
the reader with a quick and illustrative snapshot of the new governance framework. It also
includes the main responsibilities of the stakeholders in the governance.
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Figure 7 Internal governance relationships
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5. Concluding remarks
The intertwined objective of the governance transformation is to strengthen both the
cooperative and bank. The fundamental adjustments stemmed from long and intense
discussions with many stakeholders and were approved by the Members’ Councils of all
LCBs and the General Meeting of RN in December 2015. All LCBs and RN have merged
into one cooperative which operates with one banking license. As from January 2016,
LCBs are no longer independent legal entities with their own banking license and their
own financial statements (but continue to compile their own accounts). The long-standing
delegated supervision of LCBs on behalf of external banking supervisors by RN as well as
internal compensation schemes between LCBs have been abolished too.23 The new
governance prominently emphasises the financial solidity of the entire Group.
Compared to the ‘old’ governance system, the new governance is simpler and less hybrid.
The countervailing power of members both at the local and collective level is
strengthened. The members of Rabobank are directly represented in the highest
governance body of the cooperative, the General Members’ Council, by the chairmen of
all Local Supervisory Bodies. The voice of members will resonate stronger at both the
local and central governance level. Furthermore, the new governance model enables
Rabobank to comply swiftly with new future requirements of regulators, supervisors and
financial markets.
In the Netherlands, Rabobank continues to operate as a decentralised organisation of
LCBs based on cooperative principles. Mandates granted by the Executive Board to the
Local Supervisory Bodies and Local Management Teams secure local entrepreneurship
and a firm anchoring in local communities, which is a key differentiator of a cooperative
bank. In the case of underperformance or a violation of rules or codes, the Executive
Board can withdraw these authorisations and intervene directly in local banks.
The new governance structure required a redrafting of the articles of association, internal
rules and regulations. Of course, the issue at stake is how this new structure is going to
function in practice. To assess whether the new governance works properly and in
accordance with the underlying intentions, a periodic evaluation among different
stakeholders will be carried out in the next few years. This assessment will not merely
focus on ‘technical challenges’ related to this profound organisational change, i.e.
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The cross guarantee scheme will continue to operate between Rabobank and some group
entities.
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adaptations in structure, policy, rules, etc. Everything hinges, of course, on the degree to
which this revision is accompanied by ‘adaptive changes’. The new structure demands a
different mind-set, behaviour and attitude from all employees.
Obviously, governance and strategy are inextricably entwined. This topic is beyond the
scope of this document, however. We only note that the new governance structure offers
room for improvements in the (cost) efficiency of the Group. For instance, internal
regulatory and compliance costs can be curbed and a range of activities can be
streamlined. This will imply a considerable reduction in employment in the next few years.
The new governance structure could be conceived as a complete break with the past.
Here, it should be noted that Rabobank has operated within volatile environments and has
had to be agile, flexible and adept in meeting the needs of its members and – local –
communities throughout its history. This remark also applies to its local and central
governance. However, Rabobank has always been and will remain a democratically
governed and owned enterprise. It continues to be a participatory organisation that
embodies cooperative values and principles. Its members, through their collective
ownership and control expressed in the cooperative’s democratic governance, have the
right, opportunity, and responsibility to determine the goals and the means used by the
organisation to achieve them. In other words, member representatives will keep
determining the outcomes and values that guide Rabobank, and the systems put in place
for involvement in the collective decision making.
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