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Board Functions

In The Board of Directors of Cooperatives, Leon Garoyan and Paul Mohn identify five functions of a board of directors, regardless of the size or scope of operations of the corporation. These are as follows:


Supreme Decision Center Function

The concept of the board as the ultimate and supreme decision-making body recognizes the fact that a cooperative must have one center for decision-making for basic corporate accountability.  In a large organization there are multiple decision centers and the board is establsihed as that which is central and superior to all others.  A board’s authority is partly the result of the legal authority granted by the members, the bylaws, and the articles of incorporation.   The primary decisions a board makes are: 1) financial; 2) management; and 3) planning.  A minor, fourth area of board decision-making is legal and policy development and compliance.  Ideally, the board sets and approves the aim, objectives, and policies of the organization, thus establishing a framework within which the manager is asked to carry our the wishes of the members.  This means that the board makes decisions dealing with direction, ideas, and policy, whereas managers deal with decisions relating to day-to-day operations, short-term implementation, and allocation of resources to meet specific problems. 


Advisory Function

The Board serves in an advisory capacity for management and for members.   The board acts as an advisor to members at general meetings, counselling them of changes requiring their action or sanction.  The Board’s advisory function to members is closely related to its function as trustee.  Directors should always be prepared to make a recommendation (as a whole) to members on any action put to members for a vote.


The Board’s role in advising management is more difficult to specify but potentially more important towards building an effective board/management team.  In areas where the broad course of action is being determined, the board has a definite responsibility to advise, and sometimes to take the initiative.  Astute managers will seek the advice of the board in helping to come up with possible solutions to problems.  Directors must remember that in these cases, their involvement is purely advisory and that it is management’s prerogative to accept or to reject the advice offered.


Trustee Function


The Board functions as a trustee for members, creditors, and the general public by assuming responsibility for the effective management of the cooperative.  This responsibility dictates that director set aside any personal interests and any specific interests of portions of the membership to act in the best interests of the membership as a whole.  Ultimately, the Board is responsible for managing the assets of the co-op in such a manner as to protect the members’ investments within the scope of the co-op purpose.


Perpetuating Function

A fundamental task of the board is to provide for the continuity of the co-op.  The board accomplishes this in two primary ways: 1) by selecting and guiding effective management and ensuring adequate management succession planning is taking place ; and 2) by making certain a capable and effective board always exists to direct the co-op’s affairs.   In essence, the board’s ability to provide for continuity boils down to its own ability to remain a vital force over time.  Its vitality must transcend the tenure of individual managers, directors, and members. The board has two primary tasks in this regard:

(a) to specify an ideal level of effectiveness for the functioning of the board, and

(b) to maintain a board at this level of performance by transferring knowledge, skills, and attitudes to new board members.


Symbolic Function

An inescapable and difficult function of directors and the board is the symbolic one of serving in a leadership capacity in a community-based business.  Effective leadership focuses on maintaining the system through which an individual and organization can effectively function and act.  A directorship is truly a position of honor, responsibility, respect, and trust.  Directors must be prepared to participate in visible community activities associated with the co-op’s community role and stature and be recognizable to the members. 
Board Self-Assessment

Use the following questions to assess how your Board is performing in each of the functional areas described above.

•
Does your board maintain authority over decision-making in your co-op? 

•
 Does your board recognize the difference between directorial and managerial functions?Does your board tend to micro-manage the cooperative?

•
Do your directors feel properly informed to serve in this capacity? 

•
What barriers exist which may prevent your directors from issuing a united statement?

•
Are your directors comfortable with advising your members?  Are your members comfortable with your directors’ advice?

•
 Is there regular and open communication between the Board and managers? Can managers approach directors both formally and informally for advice? 

•
Are there minimum qualification established for your management positions?  Are the managers’ job descriptions clear and concise?  Are directors properly trained in hiring procedure?

•
What steps has your co-op taken to ensure the nomination of qualified candidates?  What does your co-op do to encourage the development of leadership skills in its membership?

•
Does your co-op depend upon the initiative of individuals in order to get jobs done? 

•
 Do your members know who the directors are?  Do directors recognize the greater symbolic value of their positions?  What are member expectations of directors?
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