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functioning Board of Directorsthat representsall of the

co-op’smembers. Therefore, itiscritical that theright co-op
membersare nominated and el ected to the Board of Directors. Some
cooperatives strugglewith the nominating process, and finding qualified
membersto serveontheBoard, or even finding individuaswho are
willing to serve, can be quiteachallenge. Thispaper reflectsuponthe
qualificationsof Board members, the nomination process, thesize of the
Board, termlimits, and theuse of outsidedirectors.

C entral tothe successor failure of any cooperativeisa

Director’s role as leaders
TheBoardisresponsiblefor thelong-term future of the co-op. This
makesit vitd that directorswill ook after theinterests of the coopera-
tiveand befreefrom conflict (personal, financia, or other). Directors
must also work to understand and represent the diverse needs of the
membership. The Board bal ancesthese needswith the co-op’slong-
term goals, ultimately making decisionsthat are beneficia totheco-op
ingeneral, and to the co-op membership asawhole. Directorsshould
usethelir position asleadersto ensurethat the cooperativeremains
focused onitsvision, purpose, corevalues, and performance. Boards
University of Wisconsin havearesponsbility for understanding the cooperative sbusinessas
Center for Cooperatives well astheexterna environment inwhichthebusinessoperates. The
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The nomination of directors

The co-op’sbylaws should includeinformation on how the Board of Directorswill be nominated and
elected. It isstrongly advised that an official nominating committee be established, rather than smply taking
nominationsfrom thefloor at theannua meeting. Thelatter methodisnot likely to acquirethemost qualified
individualsto serveonthe Board.

A co-op'sbylawstypically state who may serve on the nominating committee: current Board members, past
Board members, co-op members, or acombination of membersand directors. Itisimportant that nominat-
ing committee membersbe knowledgeabl e of specific director rolesand responsibilities, and of directors
important positioninleading the cooperative. A writtenjob descriptionisvery useful in suchinstancesand
can beforwarded to individual sinterested in running for aplace onthe Board.

Itishighly recommended that at | east two candidates be nominated for each open director position so
members may choose who they deem best qualified for representing their interestson the Board. Prior to
being nominated, the committee should inform the candidates of their rolesand responsibilities, and of the
time commitment that isrequired to do thejob. Individual s should not be* arm twisted” to be on the nomi-
nationlist. Look for individua swho have both strong persona characteristicsand businesscharacteristics.

Below are some personal characteristicsto consider. A good director should:
e Haveintegrity and good character
o Beabletoresist pressurefrom specia interest groups
o Beabletowork with people, to expressideas clearly, and to ask good questions
e Possessagood educational background (forma or informal)
e Beprogressveandloya
e Becondructiveand energetic

Businesscharacteristicsmay include:
e Successinmanaging persona business
¢ Knowledgeof the businessenvironment and the co-op industry
e Anactiveinterestinthe cooperative saffairsasamember
e Ability to organizeand make decisons
o Ability toevauate managerid potentia and performance
¢ Knowledgeand understanding of financeand the ability to read financial reports.
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The composition of the Board should a so reflect the composition of the membership, taking into account
factorssuch asage, size of businessoperation (example, farm size), geographic location, and numerous
additiona characteristics. Cooperativeswith membership dispersed over awide geographic areamay divide
themembershipinto districts, with one or moredirectorsfrom each district.

Oncethe selected individual sagree to be on the nomination ball ot, abrief background of theindividuals
should be made available to the voting membership. Becauise many members may not personally know the
nominees, such awritten document isvery useful, and should highlight the background of the candidatesand
why they want to serve onthe Board.

Voting

Animportant respons bility of the membersisto elect, anongst themselves, qualified directors. For most
cooperativesthisrespons bility iscarried out through aone member-onevote policy. Large cooperatives,
such asregiona cooperatives, have membership districts. In such acase, membersinadistrict eect
delegate(s) fromwithin thedistrict who inturn cast the actual ballot for nominated directorsto the Board at
the co-op’sannual meeting. Whileuncommon, some statesdo allow proportional voting based onthe
amount of businessdone with the cooperative.

Board size

Most statelawsrequireaminimum Board size. For example, Wiscons n statutesrequire aminimum of five
directors, unlessthere arefewer than 50 members, and inthat casethe Board size may be asfew asthree.
Whileaseven member Board isthe most common size, thisnumber generally increasesasaco-op ex-
pands, with somelarge cooperativeshaving 35 or more Board members. Thecritical questiontoask is
whether the Board members are representative of the membership. If thisisnot the case, the Board may be
unnecessarily large.

Term lengths

How long should adirector serve?Whilethereisredly noright or wrong answer, termlimitsaverage
between oneto threeyears, with thelatter being most common. New directors need about ayear to
becomefully acquainted with the business operations of the cooperative. Therefore, aoneyear term may be
too short for anindividual to becomeafully effectivedirector. Whilemost cooperativesalow directorsto
Serve one or more consecutive terms—with or without alimit on the maximum number of consecutiveterms
served—some cooperativesimpose an agelimit, such as65, for their directors. Limiting the number of
termsallowsother qualified membersto serveasdirectors.
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Outside directors

Most stateincorporation lawsrestrict Board
seatsto aco-op’sactive members, yet afew
statesallow outside directors (non-members)
asvoting membersof the Board. Meanwhile,
as cooperative businesses become complex to
manage, itisbecomingincreasingly difficult for
Boardsto captureal the expertiserequired to
manage and control the cooperative. Outside
directors, whether in an advisory capacity or as
voting members, may hel pfill thisgap. An
increasing number of cooperativeshavenon-
member outsidedirectorswho serveinan
advisory role.

Summary

Sinceboardsof directorsby law arelegally
responsiblefor the cooperative, itiscritica that
al directorsbehighly quaified. Furthermore,
directors on the board need to represent the
cooperative membership asawhole. Coopera
tivesneed to havein placeadirector nomina-
tion processinsuring that individual snominated
for positionsontheboard are qualified and will
provide appropriate membership representa-
tion. Findly, itisimportant that membersare
responsible, taking timeto study the candidates
andvotinginal eections.
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