
Academic Editor: Manfred

Max Bergman

Received: 15 May 2026

Revised: 8 July 2026

Accepted: 13 July 2026

Published: 21 July 2026

Copyright: © 2026 by the authors.

Licensee MDPI, Basel, Switzerland.

This article is an open access article

distributed under the terms and

conditions of the Creative Commons

Attribution (CC BY) license.

Article

Rethinking Cooperative Deposit Protection in Indonesia:
Governance Congruence, Institutional Resilience, and the
Social Economy
Syahrir Ika, Badrun Susantyo * , Lokot Zein Nasution, R. Siti Zuhro, Nyimas Latifah Letty Aziz , Ahyar Ahyar,
Prameshwara Anggahegari, I. Nyoman Normal, Agus Fanar Syukri , Hariyadi Hariyadi , Ragimun Ragimun
and Sigit Setiawan

National Research and Innovation Agency (BRIN), Jakarta 12710, Indonesia; syah024@brin.go.id (S.I.);
loko001@brin.go.id (L.Z.N.); rsit001@brin.go.id (R.S.Z.); nyim002@brin.go.id (N.L.L.A.);
ahyararigayo@gmail.com (A.A.); pram008@brin.go.id (P.A.); inyo006@brin.go.id (I.N.N.);
agus.fanar.syukri@brin.go.id (A.F.S.); hari046@brin.go.id (H.H.); ragi002@brin.go.id (R.R.);
sigit.setiawan.2@brin.go.id (S.S.)
* Correspondence: badr004@brin.go.id

Abstract

Savings and credit cooperatives support financial inclusion, community-based economic
participation, and the social economy in emerging countries, yet their protection mecha-
nisms are often discussed through models designed for commercial banks. This article
examines whether bank-based deposit insurance is institutionally suitable for Indonesian
savings and credit cooperatives and how alternative protection arrangements can be de-
signed without weakening cooperative governance. Using conceptual institutional analysis
and comparative policy analysis, the article combines institutional economics, financial
safety net theory, cooperative governance literature, Indonesian regulatory developments,
and comparative lessons from European cooperative banking systems, particularly Ger-
many’s Institutional Protection Scheme. The analysis shows that direct transplantation
of bank-centric deposit insurance may create institutional mismatch because cooperative
members may simultaneously act as owners, savers, borrowers, users, and governance
participants. The article develops the Contextualized Cooperative Deposit Protection De-
sign (CC-DPD) framework, integrating external protection with federated risk pooling,
tiered eligibility, peer monitoring, early intervention, and governance-aligned incentives.
It contributes to debates on institutional resilience, social economy sustainability, and
inclusive financial governance by showing that financial safety nets are not institutionally
neutral; their effectiveness depends on governance congruence between regulatory design
and the organizational logic of the institutions they protect. In this article, cooperative
deposit protection refers specifically to protection of member-savings claims rather than
cooperative equity or ordinary commercial bank deposits.

Keywords: cooperative finance; deposit protection; institutional resilience; governance
congruence; social economy; financial inclusion; financial safety nets; Indonesia

1. Introduction
Cooperatives are central to the social economy because they combine financial in-

termediation with member ownership, democratic participation, and community-based
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development. In many emerging economies, savings and credit cooperatives extend finan-
cial services to households, informal workers, micro-enterprises, and local communities
underserved by formal banking institutions. Their importance therefore lies not only in
financial inclusion, but also in community resilience, local participation, accountability, and
sustainable local economic life [1–4].

Despite this developmental significance, cooperative financial institutions often op-
erate within regulatory environments designed primarily for commercial banks. Deposit
insurance systems, which are widely used to protect depositors, prevent bank runs, and
maintain confidence in financial systems, have historically been developed within banking-
sector frameworks [5–8]. These frameworks generally assume shareholder ownership,
centralized risk management, hierarchical governance, prudential supervision, and a rel-
atively clear separation between depositors, owners, managers, and regulators. Such
assumptions do not fully correspond to the institutional logic of savings and credit cooper-
atives, where members may simultaneously act as savers, borrowers, users, owners, and
participants in collective governance.

This article argues that cooperative financial protection should be understood as a
problem of institutional governance rather than merely as a technical extension of banking
regulation. Financial safety nets are not institutionally neutral. Their effectiveness depends
on whether regulatory design is congruent with the governance structure, ownership
relations, incentive systems, and accountability mechanisms of the institutions to which
they are applied [9–11]. When bank-oriented regulatory models are applied to member-
based cooperative institutions without sufficient adaptation, they may create institutional
mismatch, distort incentives, weaken member accountability, and reduce the internal trust
relations that support cooperative resilience.

For this reason, the article distinguishes between deposit insurance and deposit pro-
tection. The term deposit insurance is used when referring to conventional banking-sector
models of depositor compensation and financial safety nets. The term deposit protection
is used when referring to cooperative-specific arrangements that extend beyond ex post
compensation and include preventive governance mechanisms, federated risk sharing,
peer monitoring, early intervention, and governance-aligned incentives. This distinction
is necessary because the central issue is not whether cooperative members should be pro-
tected, but how protection can be designed without displacing the cooperative logic of
member ownership, democratic control, and mutual accountability.

For clarity, this article uses the term protected cooperative claims to refer to members’
withdrawable savings and savings-like balances recorded as liabilities of the cooperative,
including voluntary savings and other redeemable member balances where applicable
under cooperative rules. These claims are analytically distinct from conventional bank
deposits because the claimant is not only an external depositor but may also be a member-
owner, borrower, user, and participant in cooperative governance. They are also distinct
from cooperative equity, mandatory capital contributions, retained reserves, and borrower
obligations, which should not automatically receive the same form of protection. Therefore,
the object of protection in this article is not bank deposits in the strict legal sense, but
member-savings claims whose protection must be designed in a way that preserves member
accountability and cooperative control.

Indonesia provides a relevant case for examining this problem. The country has a large
cooperative sector, and savings and credit cooperatives play an important role in supporting
financial inclusion and local economic participation. However, many cooperatives continue
to face persistent institutional fragility, including uneven governance quality, fragmented
supervision, weak managerial capacity, limited technological integration, and insufficient
member protection. These challenges have been intensified by major failures among
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savings and loan cooperatives, including KSP Indosurya, KSP Sejahtera Bersama, KSP
Lima Garuda, and Koperasi Jasa Wahana Berkah Sentosa. These cases generated large
financial losses, weakened public confidence, and exposed serious gaps in governance
oversight, risk management, transparency, and member protection [12,13].

The Indonesian debate has become more urgent after recent financial sector reforms.
Law No. 4 of 2023 on Financial Sector Development and Strengthening reconfigured the
boundary between cooperative supervision and financial sector regulation by recognizing
that certain cooperatives may conduct activities within the financial services sector [14].
This development has brought renewed attention to the distinction between closed-loop
cooperatives, which primarily serve their own members, and open-loop cooperatives,
which may conduct financial service activities involving broader public exposure, higher
risk complexity, and stronger consumer-protection implications. POJK 47/2024 further
regulates cooperatives in the financial services sector by setting out mechanisms related to
licensing, scope of activities, capital, institutional transition, supervision, and consumer
protection for cooperatives that choose to become financial service institutions [15]. In
2025, OJK also announced that it had received from the Ministry of Cooperatives a list
of cooperatives conducting activities in the financial services sector, including open-loop
cooperatives requiring regulatory follow-up [16].

These regulatory changes create an important institutional design challenge. On the
one hand, stronger oversight and protection mechanisms are necessary to restore con-
fidence, protect members, and prevent future cooperative failures. On the other hand,
if cooperative deposit protection is designed merely as an extension of bank-based de-
posit insurance, it may undermine the distinctive governance mechanisms of cooperatives,
including member participation, peer monitoring, federated solidarity, and mutual ac-
countability. A regulatory mechanism intended to enhance stability may therefore weaken
the very governance structures that make cooperative finance socially embedded and
institutionally resilient.

Although deposit insurance has been widely examined in relation to banking stability,
moral hazard, and crisis prevention [6,7,17], its institutional suitability for cooperative finan-
cial systems remains less developed. Cooperative finance differs from commercial banking
in ownership, governance, incentives, and accountability [1,18–21], while European coop-
erative banking systems show that stability may also be supported through federated risk
sharing, mutual guarantees, peer monitoring, and internal solidarity mechanisms [22–27].

This article addresses that gap by asking: under what institutional conditions can
deposit protection for savings and credit cooperatives strengthen member protection
without weakening cooperative governance? The question is not whether cooperative
members should be protected, but how protection should be designed when members
are not merely external depositors but also owners, users, borrowers, and participants
in collective governance. To answer this question, the article develops a contextualized
framework for cooperative deposit protection that links financial safety net design with
governance congruence, institutional resilience, and social economy sustainability.

This article adopts a conceptual, institutional and comparative policy analysis. It does
not estimate the statistical determinants of cooperative failure or the causal effect of protec-
tion on performance. Instead, it examines how financial protection can be institutionally
designed when the regulated organizations differ from commercial banks in ownership,
accountability, incentives, and social function. Using Indonesia as an emerging-economy
case and European cooperative protection arrangements as comparative references, the
article develops a governance-sensitive framework for cooperative deposit protection.

The article makes three contributions. First, it shows how financial protection affects
the institutional sustainability of member-based organizations. Second, it extends finan-
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cial safety net theory by arguing that protection depends not only on coverage, funding,
and supervision, but also on governance compatibility. Third, it proposes the Contex-
tualized Cooperative Deposit Protection Design (CC-DPD) framework, which combines
external safeguards with federated risk pooling, tiered eligibility, peer monitoring, early
intervention, and governance-aligned incentives.

The remainder of the article is organized as follows. Section 2 develops the theo-
retical foundation by integrating institutional economics, financial safety net theory, and
cooperative governance. Section 3 explains the conceptual institutional research design,
source selection, and comparative analytical procedure. Section 4 examines Indonesia’s
cooperative finance context and derives comparative lessons from European cooperative
protection arrangements. Section 5 presents the interpretive findings and develops the
CC-DPD framework. Section 6 discusses the theoretical and policy implications for social
economy resilience and inclusive financial governance. Section 7 concludes.

2. Theoretical Framework
This section integrates institutional economics, financial safety net theory, and cooper-

ative governance to explain why financial protection designed for commercial banks cannot
be directly transferred to savings and credit cooperatives. The central concept is governance
congruence: the alignment between regulatory mechanisms and the organizational logic of
the regulated institution. For cooperatives, protection should reinforce member ownership,
democratic control, mutual accountability, peer monitoring, and federated solidarity rather
than displace them.

2.1. Institutional Congruence and Regulatory Transferability

Institutional economics emphasizes that economic behavior is shaped by formal
and informal rules that structure incentives, enforcement, coordination, and
legitimacy [9,10]. Institutional theory also highlights normative and cognitive structures
that influence organizational conduct and acceptance [28]. Regulatory effectiveness there-
fore depends not only on formal rules, but on their fit with organizational and social
structures. When models are transferred without adaptation, institutional incongruence
may emerge between standardized rules and local governance logics [11].

This problem is central to cooperative finance. Commercial banks generally sepa-
rate depositors, owners, managers, and regulators, whereas cooperative members may
simultaneously be savers, borrowers, users, owners, and governance participants. This
overlapping role structure changes the meaning of protection: members are not merely
external claimants to be compensated, but also actors involved in monitoring, decision-
making, risk bearing, and organizational accountability.

Governance congruence is therefore used here as an analytical criterion for assessing
whether protection reinforces or displaces the accountability, incentive, and trust structures
through which cooperatives govern financial risk. A governance-congruent mechanism
strengthens internal control, transparent risk governance, peer discipline, and federated
coordination. A governance-incongruent mechanism may provide formal coverage while
weakening the member-based accountability needed to prevent failure.

To make the concept operational, governance congruence is defined in this article
as the degree of fit between a protection mechanism and the cooperative’s ownership
structure, decision-making rules, accountability relations, and risk-control capacity. It has
four dimensions: role congruence, which recognizes the overlapping position of members as
savers, borrowers, owners, and governance participants; incentive congruence, which links
protection benefits to prudent behavior and member oversight; accountability congruence,
which aligns external protection with internal audit, member reporting, and supervisory
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discipline; and institutional-capacity congruence, which assesses whether cooperatives and
federations have the administrative, technological, and financial capacity to implement
protection rules.

For practical assessment, governance congruence may be observed through indicators
such as audited financial statements, transparent member reporting, separation between
management and supervisory boards, effective annual member meetings, related-party
lending controls, liquidity monitoring, complaint-handling mechanisms, federation re-
porting, external audit compliance, and documented corrective-action procedures. These
indicators are not presented as a final regulatory checklist, but as analytical criteria for
evaluating whether protection strengthens or weakens cooperative accountability.

The theoretical originality of governance congruence lies in linking institutional-fit
theory with financial safety net design. In this article, governance congruence functions
as a conceptual lens for identifying institutional mismatch, an analytical framework for
comparing bank-based insurance and cooperative protection, an operational criterion
for assessing eligibility and governance readiness, and a normative principle requiring
protection to reinforce rather than replace cooperative accountability. Future empirical
research may test whether cooperatives with stronger audit, reporting, member-control,
and early-warning systems face lower distress risk and lower protection-fund exposure.

2.2. Financial Safety Nets and the Limits of Bank-Centric Deposit Insurance

Financial safety net theory examines arrangements used to preserve stability, prevent
contagion, and maintain public confidence. Deposit insurance protects depositors and
reduces panic-driven withdrawals [5,6], but poorly designed guarantees can increase moral
hazard, reduce market discipline, and encourage risk-taking [7,8,17]. Conventional deposit
insurance often assumes shareholder ownership, professional management, prudential
regulation, centralized risk control, and a clear distinction between depositors and owners.

Recent post-crisis policy guidance has also broadened the deposit-insurance debate
beyond reimbursement speed and coverage limits. IADI guidance on financial cooperatives
emphasizes early detection, timely intervention, and resolution approaches that preserve
the cooperative structure where feasible [29]. The IADI’s work on the 2023 banking tur-
moil and the revised Core Principles further highlight governance, crisis preparedness,
resolution coordination, system-wide contagion, and adaptation to changing financial struc-
tures [30,31]. Recent IMF and World Bank financial safety net work similarly stresses that
deposit protection must be embedded in a coherent architecture of supervision, resolution,
funding, crisis management, and institutional capacity [32,33]. These developments sup-
port the article’s argument that protection design is institutional and governance-sensitive,
not merely compensatory.

The recent literature positions deposit protection beyond reimbursement speed and
coverage limits. It emphasizes governance, resolution authority, contingency planning,
macro-financial stability, and institutional capacity. This broader framing is particularly
relevant for cooperative finance, where protection may fail through governance breakdown
and trust erosion as much as through liquidity panic.

These assumptions become problematic in cooperatives. If protection is designed as a
simple external guarantee, members may become less engaged in monitoring management,
while managers may face weaker pressure from member-owners. The result may be greater
dependence on external protection and weaker internal discipline. Cooperative deposit
protection should therefore extend beyond compensation after failure to include preventive
governance, peer monitoring, federated risk sharing, early intervention, tiered eligibility,
and governance-aligned incentives.
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2.3. Cooperative Governance and Member-Based Accountability

Cooperative governance theory emphasizes member ownership, democratic par-
ticipation, mutual responsibility, and collective benefit rather than shareholder profit
maximization [1,18–20]. This identity shapes how trust, accountability, and risk are or-
ganized. Cooperative governance also resonates with theories of collective action and
self-governance, which emphasize locally embedded rules, mutual monitoring, and collec-
tive accountability [34].

Cooperatives can support resilience through relational proximity, local knowledge,
member participation, peer monitoring, and collective accountability, although these ad-
vantages depend on governance quality, transparency, managerial competence, member
engagement, audit practices, and effective supervision [1,21]. Resilience thinking similarly
emphasizes adaptability, coordination, and early response to disruption [35]. For cooper-
ative finance, resilience is therefore not only balance-sheet strength but also the capacity
to detect risk, mobilize support, preserve trust, and adapt before institutional distress
becomes systemic.

European cooperative banking systems provide comparative support for this logic.
Their stability is often reinforced by federated protection, mutual guarantee schemes, peer
monitoring, and internal support mechanisms [22–27]. The lesson is not mechanical trans-
plantation, but that cooperative protection can be designed as a governance arrangement
embedded in federated accountability, peer discipline, and mutual support.

2.4. Integrated Theoretical Logic and Proposition

The integrated framework reveals a structural tension between bank-centric deposit
insurance and cooperative governance. Bank-centric models prioritize external guarantees,
centralized insurance funds, supervisory control, and compensation after failure. Coopera-
tive finance also depends on internal accountability, member participation, peer discipline,
and federated solidarity. If protection ignores these features, it may protect savings formally
while weakening the governance structures that sustain cooperative resilience.

Based on this logic, the article advances the following proposition: the effectiveness
of deposit protection for savings and credit cooperatives is conditional upon governance
congruence between the design of protection mechanisms and the organizational logic of
cooperative finance. This proposition challenges the assumption that deposit insurance can
be transferred across financial institutions without institutional adaptation.

2.5. Toward the Contextualized Cooperative Deposit Protection Design (CC-DPD) Framework

Building on this proposition, the article develops CC-DPD as a governance-sensitive
protection model that combines formal member protection with cooperative-specific mech-
anisms of accountability, risk sharing, peer discipline, early intervention, and governance-
aligned incentives. It does not reject deposit insurance as a safety net instrument; rather, it
reconfigures deposit protection so that it fits cooperative institutional logic. Its principles
are governance congruence, federated risk pooling, tiered eligibility, peer monitoring and
early intervention, and governance-aligned incentives.

The integrated logic is summarized in Figure 1, which links institutional economics,
financial safety net theory, and cooperative governance to CC-DPD and its expected out-
comes. The framework positions cooperative deposit protection as an institutionally
embedded mechanism whose effectiveness depends on alignment between regulatory
design and cooperative governance.
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Figure 1. Integrated theoretical framework for governance-congruent cooperative deposit protec-
tion. Source: Authors’ elaboration based on North [9], Williamson [10], Diamond and Dybvig [5],
Demirgüç-Kunt and Kane [6], Spear [18], Birchall [1], and cooperative protection literature.

3. Methodology
3.1. Research Design

This article uses a conceptual institutional research design combined with comparative
policy analysis. The design is appropriate because the article examines institutional suit-
ability and governance alignment rather than statistical prediction. It asks how protection
mechanisms can be designed when the regulated organizations differ from commercial
banks in ownership, accountability, incentives, and social function.

The study is both theory-oriented and design-oriented. It uses institutional economics,
financial safety net theory, and cooperative governance literature to assess the transferability
of bank-based deposit insurance to savings and credit cooperatives. This lens is applied to
Indonesia’s cooperative finance context and compared with selected European cooperative
protection arrangements, especially Germany’s Institutional Protection Scheme, to identify
governance principles rather than a directly transplantable model.

Germany was selected as the primary comparative case because its cooperative bank-
ing system provides a well-established example of institutional protection in which fed-
erated solidarity, supervisory coordination, peer discipline, and early intervention are
embedded within a mature cooperative-bank governance structure. The case is not treated
as a directly transferable template; it is used as a benchmark for identifying design princi-
ples and for clarifying the institutional conditions that Indonesia would need to adapt.

3.2. Source Selection and Documentary Corpus

The analysis uses secondary sources and documentary materials relevant to coopera-
tive financial protection, institutional governance, financial safety net design, and social
economy resilience. The corpus includes four source categories: Indonesian regulatory
and policy documents, including materials on financial sector reform and cooperatives
conducting financial service activities; international policy documents and institutional
reports on financial inclusion, deposit insurance, and cooperative finance; peer-reviewed
literature on institutional economics, financial safety nets, cooperative governance, cooper-
ative banking, and resilience; and publicly available documentation on major Indonesian
cooperative default cases.

Sources were included when they were directly relevant to cooperative finance, regu-
latory transferability, Indonesian financial sector governance, financial safety net design,
or comparative cooperative protection mechanisms. Default cases were not used to pro-
duce a statistical sample; they served as contextual evidence of governance vulnerability,
member-protection gaps, supervisory fragmentation, and trust erosion.

The Indonesian cooperative default cases were selected purposively because they are
publicly documented, widely discussed in policy debates, and illustrate different dimen-

https://doi.org/10.3390/world7070124

https://doi.org/10.3390/world7070124


World 2026, 7, 124 8 of 25

sions of member-protection failure. The selection criteria were large reported financial
exposure, public relevance for cooperative-sector trust, evidence of governance or ac-
countability problems, and relevance to the current regulatory debate on supervision and
protection. The cases are therefore used to sharpen institutional diagnosis, not to claim
statistical representativeness of all Indonesian cooperatives.

3.3. Analytical Procedure and Dimensions

The analysis proceeded in four stages. First, it mapped the institutional assumptions
of conventional bank-based deposit insurance, including ownership, depositor protection,
risk control, supervision, moral hazard, and resolution. Second, it mapped cooperative
governance characteristics, particularly member ownership, democratic participation, over-
lapping member roles, mutual accountability, peer monitoring, and federated solidarity.
Third, it examined Indonesia’s cooperative finance context, major default cases, fragmented
supervision, and recent regulatory transition. Fourth, it used European cooperative pro-
tection arrangements, especially Germany’s Institutional Protection Scheme, to identify
principles such as federated risk pooling, mutual support, peer monitoring, early interven-
tion, and network-based stabilization.

Four analytical dimensions guided the interpretation: ownership and governance
structure; accountability and trust formation; risk-sharing and stabilization mechanisms;
and governance congruence and institutional resilience. These dimensions allowed the
article to compare bank-centric insurance assumptions with cooperative protection needs
and to identify conditions under which deposit protection strengthens rather than weakens
cooperative governance.

Documentary sources were analyzed through qualitative content coding rather than
numerical aggregation. Coding focused on recurring institutional themes such as own-
ership structure, protected claims, supervisory authority, funding rules, risk monitoring,
intervention powers, member accountability, and resolution options. The CC-DPD frame-
work was then developed through a synthesis matrix linking each diagnosed governance
problem with a corresponding design response.

3.4. Framework Development Strategy and Boundaries

CC-DPD was developed through conceptual synthesis rather than statistical induction.
The synthesis combined theoretical propositions from institutional economics, financial
safety net theory, and cooperative governance; contextual diagnosis of Indonesia’s cooper-
ative vulnerabilities; and comparative principles from European cooperative protection
arrangements. Each CC-DPD component corresponds to a diagnosed problem: governance
congruence addresses institutional mismatch, federated risk pooling addresses fragmented
stabilization capacity, tiered eligibility addresses cooperative heterogeneity, peer mon-
itoring and early intervention address delayed risk detection, and governance-aligned
incentives address moral hazard.

The framework-development process followed a transparent problem-response logic:
institutional mismatch required governance congruence; fragmented stabilization capacity
required federated risk pooling; cooperative heterogeneity required tiered eligibility; de-
layed risk detection required peer monitoring and early intervention; and moral-hazard risk
required governance-aligned incentives. This logic clarifies why CC-DPD is a conceptual
framework derived from theory, Indonesian institutional diagnosis, and comparative policy
evidence, rather than a purely normative proposal.

Several boundaries should be acknowledged. The article does not provide econometric
testing, survey evidence, or direct measurement of member behavior. Indonesian default
cases are used as contextual illustrations rather than a complete dataset. European arrange-
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ments provide governance principles rather than directly transferable models because legal
systems, cooperative maturity, supervisory capacity, technological infrastructure, and fed-
eration strength differ across countries. These boundaries are consistent with the article’s
purpose: developing a conceptual and policy-oriented framework for future empirical
testing and regulatory discussion.

4. Institutional Context and Comparative Analysis
4.1. Cooperative Finance and Regulatory Transition in Indonesia

Indonesia’s cooperative financial sector occupies an important but institutionally
vulnerable position within the country’s social economy. Savings and credit coopera-
tives, commonly organized as Koperasi Simpan Pinjam (KSP), provide financial access to
households, informal workers, micro-enterprises, and local communities that are often
underserved by formal banking institutions. Their role is therefore not limited to financial
intermediation. Cooperatives also support community-based economic participation, local
resilience, member solidarity, and inclusive development [1,2,4].

From a social economy perspective, cooperatives are expected to combine financial
services with democratic governance, member participation, and collective accountability.
Unlike commercial banks, which are organized around shareholder ownership and profit-
oriented intermediation, cooperatives are designed to serve members and embed financial
relations within social and organizational trust. This makes their resilience important
not only for financial stability, but also for sustaining local socio-economic systems and
member-based economic participation [1,21].

However, Indonesia’s cooperative sector continues to face institutional challenges,
including uneven governance quality, limited managerial capacity, weak technological
integration, fragmented supervision, limited financial literacy among members, and in-
sufficient member protection. These weaknesses have been reflected in major cooperative
default cases such as KSP Indosurya, KSP Sejahtera Bersama, KSP Lima Garuda, and
Koperasi Jasa Wahana Berkah Sentosa. These cases generated large reported financial
losses and weakened public confidence, but more importantly, they exposed weaknesses
in governance oversight, risk management, transparency, accountability, and member
protection [12,13].

The cases in Table 1 are not treated as a statistically representative sample of coop-
erative failure. They are used as contextual evidence of institutional vulnerability. Their
relevance lies in showing that cooperative distress is rarely a purely financial problem. It is
also a governance problem involving weak internal control, inadequate supervision, lim-
ited transparency, insufficient member accountability, and delayed corrective intervention.
A deposit protection mechanism that focuses only on reimbursing members after failure
would therefore address the consequences of collapse without addressing the institutional
conditions that allow failure to occur.

To strengthen the empirical grounding of this contextual diagnosis, two cases are
particularly illustrative. KSP Indosurya shows how very large member-savings exposure
can emerge when cooperative governance, transparency, and risk control fail to keep pace
with financial expansion. The problem was not limited to an ex post inability to repay
members; it also reflected weak preventive controls, unclear accountability, and delayed
corrective intervention. KSP Sejahtera Bersama illustrates a related but distinct problem:
liquidity pressure and repayment distress became more damaging because monitoring,
governance discipline, and resolution pathways were insufficiently clear. These examples
support the need for a protection design that screens governance quality before protection
is granted, requires early-warning reporting, and links corrective intervention to member-
protection mechanisms.

https://doi.org/10.3390/world7070124

https://doi.org/10.3390/world7070124


World 2026, 7, 124 10 of 25

Table 1. Selected Indonesian cooperative default cases and institutional governance issues.

Cooperative Approx. Reported
Loss/Exposure Main Institutional Issue Relevance for Cooperative

Deposit Protection

KSP Indosurya IDR 15 trillion
Governance failure, weak

member protection,
inadequate accountability

Need for governance screening
and early intervention.

KSP Sejahtera
Bersama IDR 8.8 trillion

Weak oversight, liquidity
pressure, risk-management

problems

Need for risk-based monitoring
and resolution pathways.

KSP Lima Garuda IDR 400 billion
Misleading governance

practices and
accountability problems

Importance of transparency,
member education, and internal

control.

Koperasi Jasa Wahana
Berkah Sentosa

Ongoing default/PKPU
process

Governance and
accountability issues

Unresolved distress erodes
sectoral trust.

Source: Authors’ synthesis based on Kementerian Koperasi dan UKM RI [12] and CNBC Indonesia [13].

Analytically, these failures reveal three linked mechanisms of protection failure. The
first is governance breakdown, where board oversight, member control, audit discipline,
and risk disclosure are insufficient to constrain managerial expansion. The second is
supervisory delay, where warning signals are not translated quickly into corrective action,
restricted operations, or restructuring. The third is trust erosion, where members lose
confidence not only in one cooperative but also in the wider cooperative sector. CC-DPD
responds to these mechanisms by making protection conditional on governance screening,
early-warning disclosure, federation-based monitoring, and credible resolution pathways.

Indonesia’s regulatory environment has recently entered a transitional phase. Law
No. 4 of 2023 on Financial Sector Development and Strengthening reconfigured the
relationship between cooperative supervision and financial sector regulation by rec-
ognizing that certain cooperatives may conduct activities within the financial services
sector [14]. This is significant because it challenges the assumption that all coopera-
tives can be governed only through conventional cooperative regulation. Some coop-
eratives may remain closed-loop member-based institutions, while others may operate in
ways that resemble financial service providers with broader risk exposure and stronger
consumer-protection implications.

POJK 47/2024 further clarifies the regulatory treatment of cooperatives in the financial
services sector by setting out mechanisms related to licensing, scope of activities, capi-
tal, institutional transition, supervision, and consumer protection for cooperatives that
choose to become financial service institutions [15]. The regulation is particularly relevant
because it introduces a differentiated perspective on cooperative supervision. Coopera-
tives that collect funds or provide financing beyond their own membership circle may
generate risks that are different from those of closed-loop cooperatives. In this context, the
distinction between closed-loop and open-loop cooperatives becomes central to deposit
protection design.

A closed-loop cooperative primarily serves its own members and operates within a
relatively bounded circle of mutual accountability. In such institutions, member-based
governance, social proximity, and internal control may play a stronger role in risk discipline.
An open-loop cooperative, by contrast, may collect funds from or provide financing to
parties beyond its immediate membership base, including members of other cooperatives
or non-member parties, depending on the applicable regulatory criteria. Such activities
increase the need for external supervision, consumer protection, prudential safeguards,
and clearer institutional accountability [15]. In 2025, OJK announced that it had received
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from the Ministry of Cooperatives a list of 21 open-loop cooperatives conducting activities
in the financial services sector for regulatory follow-up [16].

For analytical purposes, this article distinguishes three cooperative categories. Closed-
loop cooperatives primarily mobilize and use funds within a defined membership commu-
nity; their main risks concern internal governance, transparency, and member oversight.
Open-loop cooperatives conduct financial service activities with broader public exposure
or cross-membership transactions; their main risks include consumer-protection gaps, liq-
uidity stress, regulatory arbitrage, and contagion to sectoral trust. Hybrid or transitioning
cooperatives occupy an intermediate position: they retain cooperative legal identity but
increasingly operate with bank-like scale, products, or external market exposure. This
transitional category is important because supervision and protection should change as the
cooperative’s risk profile changes.

The distinction also implies differentiated supervision. Closed-loop cooperatives may
require stronger member education, internal control, and federation-based monitoring.
Open-loop cooperatives should face stricter licensing, prudential reporting, external au-
dit, consumer-protection standards, and resolution rules. Hybrid cooperatives require
transition tests to determine whether they should remain under cooperative supervision,
enter the financial services regulatory perimeter, or be subject to a staged combination of
cooperative and prudential requirements.

These developments create a core institutional design dilemma. Stronger supervision
and protection are needed, especially for cooperatives with broader financial service risks.
Yet a uniform bank-centric deposit insurance model would not fit all cooperatives. Closed-
loop, open-loop, and transitioning cooperatives differ in governance capacity, member
accountability, risk exposure, technological readiness, and supervisory needs. Cooperative
deposit protection in Indonesia should therefore be differentiated, governance-sensitive,
and conditional on eligibility standards rather than applied as a one-size-fits-all guarantee.

4.2. Lessons from European Cooperative Protection Arrangements

European cooperative banking systems offer useful comparative insights because
they show that financial protection for cooperative institutions can be organized through
governance-based solidarity mechanisms rather than relying exclusively on centralized
compensation after failure. The purpose of examining these systems is not to suggest direct
transplantation to Indonesia, but to identify governance principles that may inform a more
context-sensitive model of cooperative deposit protection.

Studies of European cooperative banking systems show that cooperative stability can
be supported through federated networks, mutual guarantee systems, peer monitoring,
internal discipline, and collective support mechanisms [22–27]. These mechanisms are
important because they shift the logic of financial protection from a purely compensatory
model toward a preventive model. Rather than waiting for institutional failure, cooperative
protection arrangements can identify weaknesses earlier, mobilize network support, and
preserve institutional continuity.

Germany’s Institutional Protection Scheme provides one of the most relevant examples.
In contrast to conventional deposit insurance systems that primarily compensate depositors
after institutional failure, the German cooperative protection arrangement emphasizes
institutional continuity, mutual support, early intervention, peer monitoring, and network-
based stabilization. Protection is therefore embedded within the governance structure of
the cooperative banking network. Its objective is not only to protect depositors, but also to
prevent institutional failure and preserve confidence in the broader cooperative financial
system [22,24,27].
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Institutionally, Germany’s cooperative protection logic operates through a dense net-
work structure in which local cooperative banks, regional auditing associations, central
cooperative institutions, and protection arrangements are linked through reporting, mon-
itoring, and intervention channels. Funding is not limited to ex post compensation; it is
connected to a mutual support logic that can mobilize resources before failure becomes
unavoidable. Peer monitoring is supported by regular auditing and network oversight,
while early intervention may include governance correction, liquidity support, merger
support, or other stabilization measures intended to preserve institutional continuity.

The German case is also important because it illustrates a dual protection logic. Co-
operative banks operate within a framework in which statutory deposit protection and
institutional protection mechanisms coexist. This does not eliminate the need for formal
depositor safeguards, but it places such safeguards within a wider institutional architecture
of prevention, mutual responsibility, and collective discipline. For cooperative finance, this
is conceptually significant because the failure of one institution can damage trust in the
broader cooperative network. A preventive protection scheme therefore functions not only
as a financial buffer but also as a reputational and governance coordination mechanism.

Several principles can be drawn from European cooperative protection arrangements.
First, financial protection can be organized through federated risk sharing rather than
only through a centralized compensation fund. Second, peer monitoring can complement
formal supervision by allowing institutions within a network to observe, discipline, and
support one another. Third, early intervention can reduce the probability of institutional
failure before member losses occur. Fourth, protection can be linked to internal governance
standards, creating incentives for transparency, prudent risk management, and cooperative
accountability. Fifth, mutual support mechanisms can preserve institutional continuity
when temporary liquidity or solvency pressures arise.

These principles are relevant to Indonesia only with contextual adaptation. Indonesia’s
cooperative sector differs from European cooperative banking systems in legal status, insti-
tutional maturity, federation strength, supervisory capacity, technology, managerial quality,
and member participation. The key lesson is therefore not to copy Germany’s Institutional
Protection Scheme, but to design cooperative deposit protection as a governance arrange-
ment that combines formal safeguards with network-based accountability, federated risk
pooling, peer monitoring, early intervention, and governance-aligned incentives.

A broader comparative view also supports this interpretation. Cooperative financial
systems in the Netherlands, Austria, and France show that federated structures, network
discipline, central cooperative institutions, and prudential supervision can interact in dif-
ferent ways while still preserving cooperative identity. Credit union systems in Canada
similarly demonstrate that cooperative or member-owned financial institutions may rely
on statutory or sector-specific protection arrangements combined with prudential over-
sight. In several developing-country settings, however, protection mechanisms have been
more difficult to institutionalize where federations are weak, reporting systems are frag-
mented, and supervisory capacity is limited. These differences indicate that the principles
behind CC-DPD may travel across contexts, but the institutional instruments must be
adapted to the maturity of cooperative networks, regulatory capacity, and the credibility of
supervisory enforcement.

To make the limits of policy transferability explicit, the German Institutional Protection
Scheme should be treated as a source of design principles rather than a model for direct
adoption. The most important differences between the German and Indonesian contexts
are summarized in Table 2.

https://doi.org/10.3390/world7070124

https://doi.org/10.3390/world7070124


World 2026, 7, 124 13 of 25

Table 2. Comparative institutional protection scheme between Germany and Indonesia.

Dimension German Cooperative
Banking Context

Indonesian Savings and
Credit Cooperative Context

Implication for
Adaptation

Regulatory
environment

Embedded in a mature
banking and
cooperative-bank
supervisory architecture.

Regulation is in transition
after the P2SK Law and POJK
47/2024; supervisory
boundaries remain
differentiated between
closed-loop and open-loop
cooperatives.

Adopt principles gradually
and link protection to
regulatory classification.

Federated structure

Strong cooperative
networks and institutional
protection arrangements
support mutual monitoring
and intervention.

Federations and cooperative
networks are uneven in
authority, capacity, data
systems, and enforcement
power.

Federated risk pooling
requires capacity building
and clear legal mandates.

Risk-management
capacity

Sophisticated reporting,
audit, capital, liquidity, and
early-warning systems are
already institutionalized.

Many cooperatives face
uneven governance, weak
audit practices, and limited
technological integration.

Eligibility should be tiered
and conditional on
governance and reporting
readiness.

Member/depositor
relationship

Cooperative banks operate
within a regulated banking
environment while
retaining cooperative
identity.

KSP members may
simultaneously be savers,
borrowers, owners, users, and
governance participants.

Protected claims must be
defined as member-savings
claims rather than ordinary
bank deposits.

Policy transferability

Institutional protection is
supported by
long-standing network
discipline and supervisory
infrastructure.

Direct transplantation could
create moral hazard,
regulatory arbitrage, and
unrealistic institutional
expectations.

Indonesia needs a
contextualized, phased,
and governance-congruent
model.

Source: Authors’ comparative synthesis based on European cooperative protection literature and Indonesia’s
post-P2SK cooperative regulatory transition.

This comparison reinforces the need for cautious transferability. Indonesia cannot
simply reproduce the German arrangement because cooperative federations, reporting
infrastructure, audit quality, enforcement capacity, and member financial literacy remain
uneven. A feasible adaptation should begin with narrower pilots, minimum eligibility
thresholds, stronger disclosure rules, and gradual federation capacity building before any
broad protection commitment is introduced.

4.3. Comparative Diagnosis: From Institutional Mismatch to Governance Design

The comparison between Indonesia’s cooperative finance context and European co-
operative protection arrangements reveals a central institutional contrast. In Indonesia,
cooperative financial protection remains underdeveloped, while regulatory reform is still
in transition from conventional cooperative supervision toward differentiated supervision
for cooperatives conducting financial service activities. In European cooperative banking
systems, by contrast, financial protection is more closely embedded within federated gover-
nance structures, mutual support mechanisms, and institutional protection arrangements.

This contrast clarifies the institutional mismatch at the center of this article. Bank-
centric deposit insurance models are built around assumptions of external protection,
centralized insurance funds, prudential supervision, and depositor compensation. Co-
operative financial systems require protection mechanisms that also recognize member
ownership, mutual accountability, peer discipline, internal trust relations, and collective
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risk sharing. When these characteristics are ignored, protection may become formally
credible but institutionally misaligned.

Table 3 shows that the main issue is not whether deposit protection is desirable, but
which institutional logic should guide its design. A purely bank-centric model would
not address the governance failures underlying cooperative distress, while reliance on
internal cooperative governance alone would be insufficient for open-loop and large
cooperatives with complex financial service activities. Indonesia therefore needs a hy-
brid protection architecture that combines external safeguards with cooperative-specific
governance mechanisms.

Table 3. Comparative institutional logics of bank-centric deposit insurance and cooperative
deposit protection.

Analytical Dimension Bank-Centric Deposit
Insurance

Cooperative Deposit
Protection Logic Implication for Indonesia

Ownership assumption Depositors, owners, and
managers are distinct

Members may be owners,
savers, borrowers, users, and

governance participants

Protection must account
for overlapping roles.

Source of trust External guarantee and
state-backed credibility

External protection combined
with participation, peer

monitoring, identity, and
solidarity

Trust-building must be
regulatory and
organizational.

Risk control

Prudential supervision,
capital regulation,

centralized insurance
funds

Federated monitoring, mutual
support, risk pooling, early

intervention, member
accountability

Federations may need a
formal resilience role.

Timing of protection Mainly compensatory after
failure

Preventive and compensatory,
emphasizing early correction

Avoid a purely ex post
compensation model.

Moral hazard control
Coverage limits, risk-based

premiums, supervision,
resolution rules

Tiered eligibility, governance
conditions, peer discipline,

corrective intervention

Protection should be
conditional on governance

quality.

Institutional objective Depositor confidence and
banking stability

Member protection,
cooperative continuity, social

economy resilience

Support financial inclusion
and local sustainability.

Source: Authors’ conceptual synthesis based on Diamond and Dybvig [5], Demirgüç-Kunt and Kane [6], Birchall
[1], and European cooperative protection literature.

The argument should therefore not be read as a rejection of every bank-based instru-
ment. Large open-loop cooperatives that operate in ways similar to commercial financial
institutions may require selected bank-style elements, including prudential reporting, fit-
and-proper governance requirements, risk-based contributions, external audit, clear payout
rules, and resolution planning. The central objection is to one-size-fits-all transplantation.
Bank-based instruments may be useful when they are adapted to cooperative ownership,
member accountability, and differentiated risk profiles.

This diagnosis provides the foundation for the CC-DPD framework developed in the
next section. CC-DPD builds on the principle that cooperative deposit protection should be
differentiated, governance-congruent, and preventive. It should combine formal member
protection with federated risk pooling, tiered eligibility, peer monitoring, early interven-
tion, and governance-aligned incentives. In this way, deposit protection can support not
only financial confidence, but also institutional resilience and the sustainability of the
social economy.

https://doi.org/10.3390/world7070124

https://doi.org/10.3390/world7070124


World 2026, 7, 124 15 of 25

5. Interpretive Findings and Framework Development
5.1. Institutional Mismatch and Trust Erosion

The first interpretive finding is that bank-centric deposit insurance and cooperative
deposit protection are based on different institutional logics. Conventional deposit insur-
ance systems are generally designed for commercial banks, where depositors, shareholders,
managers, and regulators occupy relatively distinct institutional roles. Savings and credit
cooperatives operate through a different logic. Members may simultaneously act as savers,
borrowers, users, owners, and governance participants. This overlapping role structure
changes the relationship between protection, accountability, risk bearing, and trust.

The implication is that the central question is not simply whether cooperatives should
have deposit protection, but how such protection should be institutionally designed. If
deposit insurance is introduced as a direct extension of banking regulation, it may formally
protect members’ savings while leaving unresolved the governance problems that con-
tribute to cooperative failure. In such cases, protection may address the consequences of
institutional collapse but not the conditions that generate vulnerability.

The Indonesian cooperative finance context illustrates this dilemma. Major cooperative
default cases show that financial losses were closely connected to governance failure, weak
oversight, inadequate transparency, limited member accountability, and insufficient risk
management [12,13]. These cases indicate that cooperative distress is not only a liquidity or
solvency problem. It is also a problem of institutional accountability and trust. A protection
mechanism that compensates members after failure but does not strengthen governance
screening, transparency, early intervention, and member control would remain incomplete.

This mismatch also affects the formation of trust. In conventional deposit insurance
theory, confidence is often generated through external guarantees and the credibility of
the financial safety net [5,6]. In cooperative finance, however, trust is also embedded
in member participation, relational proximity, democratic control, peer monitoring, and
collective ownership. When external guarantees are introduced without reinforcing these
internal mechanisms, they may unintentionally reduce member vigilance and weaken
cooperative accountability. The mismatch is therefore not merely legal or administrative;
it concerns whether protection mechanisms preserve or displace the internal governance
capacities of cooperatives.

5.2. Governance-Based Resilience as an Alternative Stability Logic

The second interpretive finding is that cooperative financial stability can be supported
through governance-based resilience mechanisms. Conventional bank-centric models often
emphasize depositor compensation after institutional failure. By contrast, cooperative
protection arrangements can also be preventive. They can seek to detect institutional weak-
ness early, mobilize network support, discipline risky behavior, and preserve institutional
continuity before failure occurs.

This preventive logic is consistent with comparative lessons from European coop-
erative banking systems. Studies of cooperative banking structures show that financial
stability can be supported through federated solidarity, peer monitoring, mutual support,
internal stabilization mechanisms, and early intervention [22–27]. Germany’s Institutional
Protection Scheme is particularly instructive because it demonstrates that cooperative
financial protection can be organized not only around depositor reimbursement, but also
around institutional continuity, mutual responsibility, and network-based discipline.

Governance-based resilience has four important implications for cooperative deposit
protection. First, protection should not be limited to ex post compensation. It should also
include ex ante mechanisms for risk detection, intervention, and institutional rehabilitation.
Second, cooperative networks and federations can play a role in monitoring, support, and
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discipline, provided that their authority, capacity, and accountability are clearly defined.
Third, member protection should be linked to governance performance so that poorly gov-
erned cooperatives do not receive unconditional guarantees. Fourth, resilience should be
understood not only as the survival of individual cooperatives, but also as the preservation
of trust in the broader cooperative sector.

For Indonesia, this finding is particularly important because recent regulatory reforms
have introduced a more differentiated view of cooperatives conducting financial service
activities [14,15]. Closed-loop cooperatives, open-loop cooperatives, and cooperatives tran-
sitioning into regulated financial service institutions differ in public exposure, governance
capacity, risk profile, and supervisory needs. A governance-based protection model should
therefore be differentiated rather than uniform. It should combine formal safeguards with
internal and network-based accountability mechanisms.

5.3. The CC-DPD Framework as a Contextualized Institutional Governance Model

The synthesis of institutional mapping, Indonesian regulatory context, cooperative
default cases, and comparative policy analysis leads to the formulation of the Contextual-
ized Cooperative Deposit Protection Design (CC-DPD) framework. CC-DPD is proposed
as a governance-sensitive protection model for savings and credit cooperatives. It is not
intended to replicate bank deposit insurance. Instead, it redesigns member protection
around the institutional characteristics of cooperatives: member ownership, democratic
control, mutual accountability, federated solidarity, and embedded social trust.

The framework rests on five interrelated design principles. First, governance con-
gruence requires that protection mechanisms reinforce rather than replace cooperative
accountability. Eligibility for protection should therefore depend not only on financial
indicators but also on governance quality, transparency, audit practices, internal con-
trol, and member-control mechanisms. Second, federated risk pooling allows risks to be
shared across cooperative networks or federations, translating the cooperative principle
of solidarity into a formal stabilization mechanism. Third, tiered eligibility recognizes
the heterogeneity of cooperatives by differentiating protection levels, contribution rates,
and supervisory requirements according to size, risk profile, governance capacity, and
openness of membership. Fourth, peer monitoring and early intervention embed risk
detection within cooperative networks before institutional distress becomes systemic. Fifth,
governance-aligned incentives reduce moral hazard by linking protection benefits to demon-
strable improvements in transparency, risk management, democratic accountability, audit
compliance, and corrective action.

The moral-hazard risk is addressed through conditional protection rather than uncon-
ditional guarantees. In CC-DPD, managers and boards of cooperatives would face stronger
incentives to avoid excessive risk-taking because access to protection, contribution rates,
and the scope of coverage would depend on governance performance, audit compliance,
related-party lending controls, liquidity discipline, transparent member reporting, and
timely corrective action. Cooperatives that expand into open-loop financial service activ-
ities without meeting eligibility standards would receive restricted or delayed access to
protection. This design also reduces regulatory arbitrage by preventing weakly governed
cooperatives from using the cooperative legal form to obtain bank-like protection while
avoiding bank-like prudential discipline.

CC-DPD therefore reframes cooperative deposit protection as both a financial and
institutional governance arrangement. Its purpose is not only to compensate members
after failure, but also to prevent failure by strengthening the organizational conditions that
sustain cooperative resilience. This distinction is crucial for Indonesia because cooperative
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failures have exposed weaknesses not only in liquidity and solvency, but also in supervision,
accountability, transparency, risk governance, and member protection.

Table 4 shows that CC-DPD is a layered governance architecture rather than a single
instrument. Governance congruence defines the design principle; federated risk pooling
provides stabilization capacity; tiered eligibility differentiates participation; peer monitor-
ing and early intervention create preventive capacity; and governance-aligned incentives
reduce moral hazard. Together, these elements shift cooperative deposit protection from
narrow compensation toward resilience-oriented governance.

Table 4. Operational logic of the CC-DPD framework.

CC-DPD Component Institutional Problem
Addressed Possible Design Instrument Expected Governance

Effect

Governance congruence
Mismatch between

bank-centric protection and
cooperative governance

Eligibility based on
governance, audit,

transparency, internal control,
member-control standards

Prevents weakening of
internal accountability.

Federated risk pooling Fragmented risk-bearing
capacity

Network-based protection
fund or federation-linked

stabilization pool

Converts solidarity into
stabilization capacity.

Tiered eligibility
Heterogeneity in size,

openness, governance, and
risk profile

Differentiated coverage,
contributions, and entry

requirements

Encourages governance
upgrading.

Peer monitoring Weak internal supervision
and delayed detection

Federation-based monitoring,
early-warning reports, peer

review

Strengthens discipline and
collective responsibility.

Early intervention Protection that acts only
after failure

Corrective action, liquidity
support, governance

rehabilitation, restricted
operations

Shifts protection toward ex
ante resilience.

Governance-aligned
incentives

Moral hazard from
unconditional guarantees

Lower contributions or
broader protection for

well-governed cooperatives;
stricter rules for weak

institutions

Links protection benefits to
institutional improvement.

Source: Authors’ framework development based on the conceptual synthesis in Sections 2–4.

5.4. Implementation Pathway for CC-DPD in Indonesia

In practical terms, CC-DPD can be introduced through a phased pathway rather than
as an immediate nationwide guarantee. The sequence begins with defining protected
member-savings claims, then screening cooperatives for governance, audit, capital, liquid-
ity, reporting, and membership-openness criteria. It then establishes a federation-linked
stabilization or protection pool, introduces early-warning reporting and corrective action,
and defines resolution options such as rehabilitation, merger, temporary administration,
asset-and-liability transfer, payout, or exclusion when governance standards are not met.

Table 5 translates the CC-DPD framework into a practical sequence of regulatory
and cooperative-sector actions. It shows that implementation should begin with claim
definition and eligibility screening, not with immediate universal compensation. This
staged approach is intended to protect members while preventing moral hazard, regulatory
arbitrage, and premature dependence on external guarantees.
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Table 5. Practical implementation pathway for CC-DPD in Indonesia.

Implementation Step Operational Action Responsible Actors Purpose

1. Claim definition

Define protected
member-savings claims and
exclude equity, mandatory
capital, and investment-like
products unless specifically
regulated.

Regulator, Ministry of
Cooperatives, OJK,
cooperative authorities

Clarifies what is protected
and prevents conceptual
confusion with bank
deposits.

2. Eligibility screening

Assess governance, audit
compliance, liquidity, capital,
member reporting, internal
control, and membership
openness.

Regulator, federation,
external auditors

Prevents weak
cooperatives from
receiving unconditional
protection.

3. Risk-based
contributions

Set contribution rates based on
risk profile, governance
quality, scale, and open-loop
exposure.

Protection fund, federation,
regulator

Links protection benefits to
prudent behavior and
reduces moral hazard.

4. Early-warning
system

Require regular reporting of
liquidity stress, concentration
risk, overdue loans,
related-party exposure, and
member complaints.

Cooperatives, federations,
supervisors

Enables timely
intervention before default
becomes systemic.

5. Corrective
intervention

Apply corrective action,
restricted operations,
governance rehabilitation,
liquidity support, merger, or
temporary administration.

Supervisor, federation,
protection fund

Preserves cooperative
continuity where feasible
and protects members.

6. Resolution or payout

Use payout only when
rehabilitation or transfer is not
feasible; prioritize transparent
communication with
members.

Protection fund, supervisor,
resolution authority

Provides last-resort
protection while
preserving sectoral trust.

Source: Authors’ elaboration based on the CC-DPD framework and international guidance on financial cooperative
resolution and deposit insurance [29,31].

Implementation success should be assessed through financial and governance in-
dicators, including audited statements, timely regulatory reporting, liquidity adequacy,
non-performing loan trends, related-party exposure, concentration risk, complaint resolu-
tion, corrective-action completion, federation monitoring coverage, resolution or payout
time, and member understanding of protected and unprotected claims. These indica-
tors would help policymakers evaluate whether CC-DPD improves protection without
weakening cooperative accountability.

A feasible implementation strategy would begin with pilot testing among large or
open-loop cooperatives with sufficient reporting capacity, followed by phased expansion to
other cooperatives that meet minimum governance and audit standards. During the pilot
stage, regulators and federations could test claim definitions, eligibility criteria, contribution
formulas, early-warning indicators, and intervention protocols before moving toward
wider adoption.

Table 6 translates CC-DPD into regulatory practice by specifying the functions of the
risk pool, governance scorecard, contribution formula, peer-monitoring process, eligibility
status, early-intervention triggers, and closed-loop/open-loop differentiation.
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Table 6. Operational criteria and triggers for CC-DPD implementation in Indonesia.

Operational Element Suggested Mechanism Illustrative Indicator or Trigger

Federated risk pool

A pooled fund managed through a legally
mandated protection body or
federation-linked stabilization
mechanism.

Pre-funded contributions, liquidity
window rules, annual stress testing,
and transparent use-of-fund criteria.

Governance-quality assessment
A scorecard combining audit compliance,
internal control, member reporting, board
oversight, and related-party exposure.

Minimum score before entry;
downgrade if audit is late, member
reports are incomplete, or
related-party lending exceeds limits.

Contribution structure

Base contribution plus risk surcharge
according to scale, liquidity, governance
score, open-loop exposure, and product
complexity.

Higher contribution for
high-risk/open-loop cooperatives;
lower contribution for audited and
well-governed cooperatives.

Peer monitoring
Federation-based review supported by
standardized reporting, peer audit panels,
and escalation to supervisors.

Quarterly risk reports; escalation
when liquidity stress, overdue loans,
or member complaints exceed
thresholds.

Eligibility determination
Tiered entry based on claim type,
cooperative category, governance
readiness, and supervisory classification.

Full, limited, probationary, or
excluded status depending on
governance and reporting
compliance.

Early intervention

Corrective actions before failure, including
restricted operations, governance
rehabilitation, liquidity support, merger,
or temporary administration.

Triggered by liquidity deterioration,
repeated reporting failure, rapid
liability growth, concentration risk,
or unresolved member complaints.

Open-loop/closed-loop
differentiation

Closed-loop cooperatives receive
member-governance-based protection;
open-loop cooperatives face stricter
prudential and consumer-protection
requirements.

Open-loop status triggers external
audit, higher contributions, stronger
disclosure, and resolution planning.

Source: Authors’ operational elaboration of CC-DPD based on governance congruence, financial cooperative
resolution guidance, and Indonesia’s differentiated cooperative regulatory context.

5.5. Institutional Transition from Bank-Centric Insurance to Cooperative Protection

CC-DPD implies a shift in the logic of protection. Bank-centric models prior-
itize depositor confidence, centralized insurance funds, prudential supervision, and
compensation after failure. These functions remain important, but for cooperatives
they must be integrated with member accountability, cooperative governance, and
network-based support.

Figure 2 illustrates this transition. The figure shows how cooperative protection
moves from a bank-centric logic toward a governance-congruent model. The starting point
is institutional mismatch: the direct transfer of bank deposit insurance to cooperatives.
The transition pathway consists of governance congruence, federated risk pooling, tiered
eligibility, peer monitoring, early intervention, and governance-aligned incentives. The
expected outcomes are member protection, reduced moral hazard, stronger accountability,
institutional resilience, and social economy sustainability.
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Figure 2. Transition from bank-centric deposit insurance to governance-congruent cooperative
deposit protection. Source: Authors’ synthesis based on financial safety net theory and European
cooperative protection arrangements [7,22,24,27].

Figure 2 clarifies that CC-DPD does not reject depositor protection; it redesigns pro-
tection around cooperative institutional logic. Unlike the bank-centric model, which
emphasizes external guarantees, uniform rules, and ex post compensation, CC-DPD links
protection with member-based governance, federated risk pooling, peer monitoring, early
intervention, and context-sensitive incentives.

5.6. Social Economy Implications

The final interpretive finding is that cooperative deposit protection should be under-
stood within social economy resilience. Savings and credit cooperatives are community-
based institutions that support economic participation, mutual assistance, local trust, and
financial inclusion. Their failure may therefore undermine not only individual savings, but
also access to local finance, community trust, informal economic networks, and confidence
in the cooperative form.

For this reason, the design of cooperative deposit protection has broader social impli-
cations. A poorly designed protection system may stabilize deposits in a narrow technical
sense but weaken cooperative governance in the long term. Conversely, a governance-
sensitive protection system may strengthen both financial confidence and social economy
resilience. This is particularly relevant in emerging economies, where cooperatives often
serve groups that remain underserved by formal banking institutions and where institu-
tional trust is central to inclusive development [1,4].

Together, the interpretive findings support the article’s central argument: bank-
centric deposit insurance is insufficient for cooperative financial systems unless redesigned
around cooperative governance principles. In Indonesia, CC-DPD offers a conceptual
pathway for aligning member protection, regulatory reform, federated accountability, and
institutional resilience.

6. Discussion
6.1. Cooperative Deposit Protection as Institutional Governance

The findings suggest that cooperative deposit protection should be understood as
institutional governance rather than only depositor compensation. Conventional deposit
insurance seeks to maintain confidence, reduce run risks, and protect depositors in com-
mercial banking systems [5,6]. For cooperatives, these goals must be assessed together with
member ownership, democratic accountability, peer monitoring, cooperative networks,
and institutional diversity [7,8,17].
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6.2. Governance Congruence and Social Economy Resilience

The main theoretical implication is that governance congruence is essential for
social economy resilience. Institutional economics shows that formal rules operate
differently depending on their fit with governance structures, incentives, and social
arrangements [9–11]. Bank-centric deposit insurance can shift responsibility from members
and cooperative networks toward external guarantees, reducing vigilance and peer disci-
pline. Governance-congruent protection can instead strengthen member confidence while
preserving cooperative accountability.

This argument contributes to social economy and cooperative governance literature
by showing that cooperative resilience depends not only on financial indicators, but also on
governance quality, member engagement, transparency, adaptive capacity, and network re-
sponse [1,18,21,35]. It also identifies a third pathway between no protection and bank-style
insurance: a governance-sensitive model that combines formal safeguards, risk sharing,
peer monitoring, early intervention, and incentive alignment.

6.3. Policy Implications for Indonesia

For Indonesia, cooperative deposit protection should not be treated as a simple exten-
sion of banking-sector deposit insurance. A differentiated architecture is needed because
cooperatives vary in scale, governance quality, technology, financial complexity, member-
ship openness, and supervisory readiness. In the post-P2SK context, closed-loop coop-
eratives may require different protection and supervision arrangements from open-loop
cooperatives or those conducting broader financial service activities [14,15].

Cooperative federations and networks should also be considered part of the resilience
architecture. They can support peer monitoring, early warning, liquidity assistance, gov-
ernance standardization, member education, and rehabilitation, provided their authority
and accountability are clear. European cooperative protection arrangements show that
federated support and internal discipline can complement formal regulation [22–25,27].
Protection should also be linked to governance performance through entry requirements,
risk-based contributions, corrective supervision, and differentiated coverage.

The design should also explicitly guard against moral hazard and regulatory arbitrage.
Unconditional protection could encourage cooperative managers to expand risky products
while members reduce monitoring efforts. A governance-congruent design should therefore
apply risk-based contributions, fit-and-proper governance requirements, related-party
transaction limits, transparent member disclosures, sanctions for misleading products, and
exclusion rules for cooperatives that deliberately avoid the regulatory perimeter. These
safeguards are especially important for open-loop cooperatives whose activities create
broader public exposure.

Several implementation barriers should be anticipated: fragmented legal mandates
between cooperative authorities and financial sector regulators; limited federation author-
ity, data infrastructure, and enforcement capacity; resistance to stricter reporting, external
audit, or disclosure requirements; and the need for credible funding rules and public com-
munication. These barriers do not invalidate CC-DPD, but they require phased, conditional
implementation supported by institutional capacity building.

Finally, cooperative deposit protection should support broader social economy ob-
jectives. Because cooperatives often serve communities underserved by formal banking,
strengthening their resilience can contribute to financial inclusion, local participation, and
community-level economic security [1,4]. This systems-oriented view is consistent with
sustainability design and policy implementation studies emphasizing context-sensitive ap-
proaches and alignment between policy design, institutional capacity, and community-level
implementation [36,37].
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6.4. Contribution, Limitations, and Future Research

This article contributes to institutional economics by applying governance congruence
to cooperative deposit protection, to financial safety net theory by showing that protection
must be adapted to institutional diversity, and to social economy and cooperative gover-
nance literature by showing that financial protection can reinforce or weaken the social
foundations of cooperative resilience. The argument also relates to hybrid governance
debates, where institutional disruption requires adaptive coordination between formal
regulation and flexible organizational mechanisms [38].

The article is conceptual and interpretive. It does not test causal relationships, and
Indonesian default cases are used as contextual illustrations rather than a complete dataset.
European arrangements provide principles rather than transferable models. Future re-
search should examine CC-DPD through stakeholder interviews, comparative case studies,
institutional performance analysis, member-behavior research, and simulations of feder-
ated risk-pooling, tiered eligibility, and early intervention under Indonesia’s post-P2SK
regulatory architecture.

Future research should examine how policymakers define protected member-savings
claims; how cooperative managers and members perceive governance-based eligibility;
which indicators best predict cooperative distress; whether federated monitoring detects
risk earlier than formal supervision alone; and how members respond to different pro-
tection and disclosure levels. Suitable methods include interviews, comparative case
studies, member surveys, institutional performance analysis, and simulations of risk-based
contributions and federated protection pools.

A future empirical evaluation could operationalize CC-DPD through a mixed-method
design. Qualitative interviews could assess whether regulators, federations, and coopera-
tive managers consider the eligibility rules feasible; member surveys could test whether
protected-claim disclosure improves trust and risk awareness; and institutional data analy-
sis could examine whether governance-score indicators predict distress, intervention needs,
or protection-fund exposure. This would allow governance congruence to be tested as an
empirical variable rather than only as a conceptual proposition.

7. Conclusions
This article reexamined the applicability of bank-centric deposit insurance to savings

and credit cooperatives in Indonesia. It argued that cooperative deposit protection cannot
be treated as a technical extension of banking regulation because cooperatives are based
on member ownership, democratic participation, mutual accountability, and embedded
social trust.

The analysis showed that financial protection mechanisms are not institutionally
neutral. When regulatory frameworks designed for commercial banks are applied to
cooperatives without contextual adaptation, they may generate institutional mismatch.
Such mismatch may weaken member accountability, reduce peer-based discipline, distort
incentives, and undermine the trust relations that support cooperative resilience. This issue
is particularly important in Indonesia, where savings and credit cooperatives contribute
to financial inclusion and local economic participation but continue to face challenges of
governance quality, supervision, institutional capacity, and public trust.

Drawing on institutional economics, financial safety net theory, cooperative gover-
nance literature, Indonesia’s post-P2SK regulatory transition, and comparative lessons from
European cooperative protection arrangements, the article proposed the Contextualized
Cooperative Deposit Protection Design (CC-DPD) framework. CC-DPD conceptualizes co-
operative deposit protection as institutional governance by integrating external safeguards
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with governance congruence, federated risk pooling, tiered eligibility, peer monitoring,
early intervention, and governance-aligned incentives.

The article contributes to institutional economics by emphasizing governance con-
gruence as a condition for regulatory effectiveness. It extends financial safety net the-
ory by showing that depositor protection must be adapted to institutional diversity. It
also contributes to social economy and cooperative governance debates by demonstrat-
ing that financial protection can either reinforce or weaken the social foundations of
cooperative resilience.

From a policy perspective, Indonesia should avoid a one-size-fits-all approach to coop-
erative deposit protection. A more suitable framework would combine formal member pro-
tection with differentiated governance requirements, risk-based contributions, federation-
based monitoring, early intervention, and corrective supervision. This is especially relevant
for distinguishing closed-loop cooperatives from open-loop cooperatives and for designing
protection mechanisms that reflect differences in governance capacity, risk exposure, and
public accountability.

Because this article is conceptual and interpretive, CC-DPD requires further empirical
validation. Future research should examine its operational feasibility through stakeholder
interviews, comparative case studies, institutional performance analysis, member-behavior
research, and simulations of federated risk pooling. More broadly, the Indonesian case
shows that inclusive financial governance in emerging economies requires protection
mechanisms sensitive to institutional diversity, organizational identity, and the social
foundations of economic resilience.
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