
Congratulations!  You’ve been elected to the co-op board to govern the business.  
What do you need to know?

Cooperative Board Training 101
October 11, 2016



Welcome and Your Presenter

Margaret Bau
Cooperative Development Specialist

USDA Rural Development



Cooperative Board of Directors 
Roles and Responsibilities
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Thanks to Anne Reynolds of the University of Wisconsin Center for Cooperatives (UWCC)  
Dr. James Baarda of USDA Co-op Programs for much of this content

Signing articles of incorporation for the Fifth Season Cooperative, August 10, 2010



By law, the board is responsible
for leading the co-op

• The board can delegate DUTIES to hired management

• But the board cannot delegate this RESPONSIBILITY

Ideal – strong board and a strong manager that work well together as a team
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Legislative authority

WI. Chapter 185.31: All powers of the cooperative shall be exercised 
by or under the authority of, and the business and affairs of a 
cooperative shall be managed under the direction of, the board, except 
as otherwise provided in the chapter.
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Presenter
Presentation Notes
Check your state statutes and modify this slide



Two-fold Challenge:
Balance the needs of the BUSINESS with the needs of the 

MEMBER-OWNERS

Business Member-owners
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Do this in both the short run and long run



Board Roles and Responsibilities

• Establish co-op policy
• Hire and supervise management
• Represent co-op members
• Communicate
• Preserve the co-op’s character
• Assess the co-op’s performance
• Fiduciary – protect the co-op’s assets
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Establish co-op policy
• Develop broad objectives and policies
• A starting point is having a well defined vision and mission

• Vision – Fundamental reason the co-op is in existence; what does 
the co-op want to achieve?

• Mission – How will the co-op achieve its vision?
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Establishing policies (continued)
• Policies reflect what members want out of their business
• Well informed policies provide guidelines for action 

(Carver model)

• They are flexible
• Fairly broad rather than specific
• Allow for some individual judgment by management in 

implementation
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Types of policies
1. Policies of the board

• Representation of member-groups on board
• Conflict of interest
• Employment of board members/relatives
• Board evaluation

2. Policies on finance and accounting
• Treasurer reviews monthly financials
• Financial reserves
• Adequate insurance
• Annual audit by 3rd party
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Types of policies (continued)
3. General business operating policies

• Rates for products
• Quality control
• Operational efficiency

4. Public relations
• With all classes of members
• Potential members
• General public
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Hire and supervise management

• Making the perfect match
• Clear communication 

• Communicate policies that must be implemented
• Set deadlines – and follow up

• Succession plan 
• Annual appraisal and evaluation

A manager’s performance affects the performance of the entire co-op – assuring 
successful performance is one of the board’s chief responsibilities
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“Keep your nose in the business, but your fingers out…”



Represent co-op members

• Be an unbiased “voice” for all members
• Balanced representation

• Be mindful of various perspectives within your membership
• Newcomers vs. founders of co-op
• Casual users vs. dependent upon livelihood

• Member expectations
• Continually gather information on needs and wishes

• Conflict resolution role
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Communicate
• Annual membership meeting (required by law)
• Assess how members like to communicate

• Varies by generation
• Newsletters? Text messaging?

• Do members see each other regularly?
• Meetings, trainings
• Celebrations

• Ice cream socials
• Coffee conversations
• Happy hour



Preserve the co-op’s character
• Stay true to co-op values
• For staff

• Educate about co-op principles and how this must be reflected in daily operations
• Few MBA classes on co-op business

• For members
• Provide ongoing co-op education to members
• Part of 7 co-op principles and state statues
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Assess the co-op’s performance
• Monthly financial statements

• Get training in understanding financials
• Set a budget

• Survey satisfaction
• customers
• members

• For any new initiative
• Set regular points for evaluation 

• By milestone
• By time (monthly, quarterly)

• Annually
• In preparation for annual member meeting
• In preparation of manager performance review



Fiduciary – protect the co-op’s assets

• Entrusted with member’s assets
• Checks and balances - follow through

• Crucial for small staff  
• Accounting system
• Make wise use of resources – including time
• Ask for help
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Three Duties
To carry out your fiduciary responsibility to protect the co-op’s assets, 

directors of the board must meet three duties:

1. Duty of loyalty
2. Duty of care
3. Duty of obedience
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1. Duty of Loyalty
• Undivided loyalty to the entire co-op

• Don’t represent special interests of one group or yourself over 
membership as a whole

• Refrain from conflict of interest
• Act in good faith
• Do not divulge confidential information
• Have a code of ethics
• Be independent in mindset – no agenda, no bias, and a willingness 

to challenge
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2. Duty of Care
The degree of skill, diligence, or reasonable care that an ordinarily 
prudent person would exercise in similar circumstances

To meet the duty of care, use:
• Prudent selection of management
• Provide adequate supervision
• Delegate responsibility and monitor performance
• Board members are presumed to have knowledge of the co-op’s books 

and records
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Ask the Right Questions

“Perhaps the most important responsibility of directors is to ask 
the right questions of management.” – Anderson and Henehan

• You can no longer be passive
• Directors need to be engaged at every board meeting

• You will not get into trouble for making the “wrong” decision
• But you could get into trouble for careless, uninformed, or conflicted decisions
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Basic Rule of Thumb

Ask questions that would help you explain a board action to a member 
(Avoid yes/no answers)

• What impact will this idea have on the co-op and individual members?
• How does the idea influence our profitability?
• How will the idea help us achieve our strategic plan?
• How does the idea compare to our competition?
• How much money and staff will the idea take to reach the goals of the project?
• What other alternatives were considered?  What are the pros and cons of each?
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Act in good faith
Board directors must act in good faith and make decisions on an 

informed basis

• Attend meetings
• Review adequate information and financial statements prior to 

board meeting (do your homework!)
• Active participation in board deliberations
• Monitor and control

24



To meet the duty of care…
A director has the right to rely on:

• Advice of legal council and public accountants
• Officers or employees
• Expert advisors
• Committees of the board
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3. Duty of Obedience

In your role, a director must comply with:

• State co-op law and other laws
• Articles of incorporation
• Bylaws
• Board policies
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What is My Liability?
• A director is protected if she fulfills the duties of loyalty, care, obedience
• Co-op should carry board liability insurance
• Make sure:

• Good board minutes are kept; record all motions
• Always speak with one voice
• Have a board manual

• Please remember
• Absence from a board meeting (unless beyond control) will not excuse you
• Claiming you were “out of the loop” won’t work
• Claiming the action was the manager’s responsibility won’t cut it
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In Conclusion
Cooperative directors have responsibility to

• Act in concert as a board to set policy
• Oversee the co-op’s operations
• Make top-level decisions affecting the welfare of the co-op and the 

members
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#IHeartCoops Social Media Campaign

Celebrate with USDA by sharing your Co-op story!

For more information on how to participate and download 
the “My Co-Op Story” template, visit: 
www.rd.usda.gov/iheartcoops.

“Our Co-op cares about the 
members in our community 
and has helped expand our 

local business.”

http://www.rd.usda.gov/iheartcoops


ANY QUESTIONS OR COMMENTS?

USDA is an equal opportunity provider, employer, and lender.
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