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Board and Governance  

Overview 
Governance as a term has progressed from obscurity to widespread usage. Governance is a process by which a 
board of directors, through its management guides an institution in fulfilling its corporate mission and protects the 
institution’s assets over time.  A board of directors is established to provide oversight and give direction to the 
managers of an institution. The need

Fundamental to effective governance is the ability of individual directors to work together to accomplish a balance 
between strategic and operational responsibilities. Effective governance occurs when a board is able to provide 
guidance to management in strategic issues and is effective in overseeing management implement the strategic plan 
goals and initiatives. Both sets of priorities are required to successfully navigate an institution through its short and 
long term growth. The role of the board is discussed in detail with supporting samples to help develop systems in 
FIs. Management assumes operational authority and ensures that the institution’s programme of activities responds 
to the direction jointly agreed upon with the board. 

 for governance exists anytime a group of people called stakeholders come 
together to accomplish an end result.  The term governing applied to a board of directors refers to its legal right to 
exercise authority over an institution, and its system or process for managing the board’s affairs. 
 

 
Good governance is about both achieving desired results and 
achieving them in the right way. Since the “right way” is largely 
shaped by the cultural norms and values of the institution, there 
can be no universal template for good governance. Each institution 
must tailor its own definition of good governance to suit its needs 
and values. There are, however, some universal norms and values 
that apply across cultural boundaries.  
 

The focus of this service is on the primary roles of board members and it discusses each role in great detail. The 
board of directors’ responsibilities are to govern and to determine the ends for which the institution exists.  It is to 
discern, to think, to excise judgment, and to plan.  Effective governance is achieved by clearly identifying the 
board of directors’ role to provide direction and oversight to the institution and its employees. 
 
The board of directors’ role and responsibilities include: 

• Mission and Vision Development, Focus, and Preservation 
• Board management and self governance 
• Executive Oversight and Management 
• Policy Development and Approval Process 
• Financial and Operational oversight and fiduciary responsibilities 
• Strategic Planning and Development 

 
Benefits  
Governance has assumed increasing importance for several reasons. Thus the demand for inputs in selection of 
board members and their functioning is also significant, especially from emerging financial institutions especially 
MFIs who now aim to get the board composition and role right, from the very beginning.  

• Banks and equity investors making investment decisions place a very high premium on the governance of 
institutions to which they are lending or in which they are investing equity. It is often the starting point for 
any assessment.  

• Rating institutions also attach a lot of importance to governance. A well structured and active board will 
more likely than not ensure a higher rating for the institution. 

• As financial institutions grow in their outreach, the size of their assets, as reflected in their portfolio, also 
grows to considerable size.  Ensuring effective management of this growth requires added input in terms of 
checks and balances from the board of directors. 

Good governance leads to a number of 
positive consequences, including: 
• Trust 
• Clear vision, mission, and direction 
• Relevant values 
• Connection to the stakeholders 
• Sustainable financial stability 
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• The increasing numbers of FIs are becoming regulated and assuming the responsibilities and challenges of 
a regulated entity. Capturing deposits from savers and investors is an important challenge and requires the 
greatest oversight. 

• FIs are operating in increasingly competitive markets, and maintaining or increasing its market share has 
become an important component of their strategic objectives. This requires significant strategic level inputs 
from the board.  

 
MicroSave has delivered this universally 
acclaimed service in a wide variety of 
settings including: 
• In collaboration with the Indian 

Institute of Management, Lucknow 
MicroSave trained many of the largest 
FIs in India including SKS, Sarvodaya 
Nano Finance Limited, Asmita, 
Saadhana, Madura Microfinance 
Limited. The course was especially 
important for these institutions since 
they were working towards securing 
equity investments and very large scale 
debt capital to finance massive roll out 
across the country. 

 
• In Afghanistan, participants were from 

the board of the international NGOs 
and the CEOs and board members of 
the local entities promoted by these 
international NGOs. These MFIs 
deliver financial services in 
Afghanistan and manage large amounts 
of donor and investment funds and seek 
to put in place independent governance 
structures which could not only provide 
guidance to the management team but 
also provide comfort to the donors and 
investors. 
 

• To 42 small and nascent MFIs 
servicing remote areas of north, west 
and north eastern India. Many of these 
MFIs initially focused on community 
development only, and thus had Boards 
who had limited understanding of 
microfinance and the issues they should 
be overseeing. These MFIs have 
reported increased involvement and 
valuable inputs following the training.  

 
 
 

 
 

 
A correct legal structure with strict governance norms is actually a blessing in disguise! 

 

The MicroSave approach includes: 
• Introduction to Board Governance 
• Models of Governance 
• Legal Structure of FIs 
• Board of Directors Roles and Responsibilities 

− Mission and Vision Development, Focus, and 
Preservation 

− Board management and self governance 
− Executive Oversight and Management 
− Policy Development and Approval Process 
− Financial and Operational oversight and fiduciary 

responsibilities 
− Strategic Planning and Development 

 
The MicroSave provides a wide range of practical sample 
documents to support effective governance including: 

• Code of Conduct 
• Conflict of Interest Agreement 
• Skills Required of Board Directors 
• Board Recruitment Grid 
• Board Rotation Policy 
• Roles and Responsibilities of Board Directors 
• Orientation of Board of Directors Checklist 
• Description for Board Chairperson 
• Board Director Job Description 
• Board Committee Structure 
• Executive Committee Charter 
• Audit Committee Charter 
• Loan Committee Charter 
• Annual Calendar of Board Tasks 
• Board Meeting Agenda 
• Board Performance Evaluation Form 
• Board Performance Strategy  
• Board Development Plan 
• Board Governance Policy 
• Board Governance By Laws 
• Conflict Resolution Process 
• Oath of Office and Confidentiality 
• Risk Management Policy 
• Funds Management and Interest Rate Risk Policy 
• Personnel Policy 
• Table of Contents for Credit Policy 
• Information Technology Policy 
• Compliance Programme 
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