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This study was undertaken to analyze the management activities of 

the board of directors of cooperative grain marketing firms. Included 

were the board's role in establishing objectives, goals, plans, and 

policies for the firm. 'l'he decisions made by the board, board with the 

manager and the manager alone were also determined. The management 

activities performed by the boards were compared to the suggested 

activities in managenient literature to arrive at suggestions to improve 

the board's management activities. These suggestions would enable the 

board to more fully fulfill their role in managing the firm, t~ereby 

benefiting both the firm and its farmer members. 
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CHAPTER I 

INTRODUCTION 

Grain marketing firms serve the farm community by maintaining 

facilities to receive grain and many also provide inputs for farm pro­

duction. There are 236 grain marketing firms
1 

in Oklahoma that operate 
7( 

one or more count~y grain marketing facilities and these firms provided 

a market for an estimated .119, 196,000 bushel/ of wheat produced in 

1969. Both cooperative and non-cooperative grain marketing facilities 

are most highly concentrated in the major grain producing counties in 

Oklahoma (see Figure 1). In the southeast portion of Oklahoma, a 

non-wheat producing area, there are few grain marketing facilities. 

Grain marketing firms perform an assembly function in the marketing 

of grain and maintain facilities to perform this function. The grain 

grown in their trading area is brought together at the country elevator; 

shipped to terminal elevators and from there to processors. The facili-

ties used by a typical grain marketing firm to receive grain include 

scales, truck dumping equipment, storage facilities for grain and grain 

quality testing equipment. Most grain marketing firms also provide 

7( 
Country.grain marketing facilities is the common term for firms 

that buy grain from farmers. Other firms, terminal grain marketing 
facilities, generally buy from country firms and usually buy in rail­
road car lots or semi-truck loads. These firms have facilities for 
unloading larger shipments where the country firms usually do not. 

1 
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customer storage facilities for farmers who wish to sell their grain at 

a future date. 

The assembly function provided by grain marketing firms is impor~ 

tant because it gives farmers a timely, convenient place to market 

their cropsQ With todays high speed harvesting equipment, grain can be 

harvested in approximately one week. Thus, farmers need a convenient 

place to sell or store their grain at a time permitting them to complete 

the harvest without increasing the risks of losses due to the elementse 

In the past, some farmers did not have a grain marketing facility near­

by that could handle the grain as fast as it could be harvestedo They 

had to store the, grain on the ground, risking losses until they could 

transport it to marketo 

In many instances, the grain marketing firm would be more correctly 

called the farm supermarket because the firm provides much more than 

just a place to sell grain; although buying grain is their primary 

functiono Many firms sell livestock feed, fertilizer, seeds and 

petroleum productso 

The facilities and types of products within product groups mer= 

chandised by these grain marketing firms vary from certain basic prod­

ucts to custom blended productso Feed facilities range from a warehouse 

for sacked feed to complete grinding and mixing operationso The grain 

marketing firms that grind and mix feed will prepare feeds to meet the 

farmers particular needso In fertilizer, some firms merchandise only 

sacked fertilizer; but other firms with more elaborate facilities will 

blend fertilizer components and sell bulk fertilizer to meet a specific 

farmer's needso Those firms selling bulk fertilizer usually will pro= 

vide for spreading the fertilizer on the ground by renting bulk spreaders 
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to farmers and/or having a truck that can spread the fertilizero Farm 

seeds are usually sold in sacks but the firms may clean and treat home 

grown seedso To round out their services provided to farmers, many 

grain marketing firms distribute petroleum productso They have a fill-

ing station at the main office to sell gas, oil and tires, and also have 

bulk farm delivery of gasoline and diesel fuelo In addition, some firms 

have field tire repairing services where they will repair or replace 

farm implement tires at the farmo 

A significant percentage of all grain marketing firms in Oklahoma 

are cooperative firms which transact an important volume of businesso 

Of all the firms, 94, or 40 percent, are cooperative firms which market 

one-half of all grain produced in the state~ In addition, about one-

third of the fertilizer and about 15 percent of the feed purchased by 

farmers in Oklahoma is sold by cooperativeso 3 Realizing the importance 

of cooperatives in the grain marketing industry, this study is limited 

to cooperative firmsa 

Cooperative and non-cooperative grain marketing firms differ basi-

cally in the form of ownershipo There are four types of ownership; 

single proprietorship, partnership, general corporation and cooperative 

corporationo The cooperative corporation type of ownership is built on 

three principleso These principles are: (1) service at cost to 

member-patrons, (2) democratic control by member-patrons and (3) 

limited returns on equity capitale
4 

Cooperatives are owned and operated 

by the member-patrons, whereas a non-cooperative firm is owned and ope= 

rated by a person or persons who do not necessarily trade at the firm. 

Cooperatives provide service at cost to member-patrons by distributing 

profits, usually called savings, on the basis of patronage or volume of 
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business conducted with the cooperative and have limited returns on 

equity capital. 

This concludes the discussion of grain marketing. In the following 

sections in this chapter, the financial situation of cooperative grain 

marketing firms in Oklahoma, including the factors affecting finances, 

the problem, objectives, procedure used and the plan ot study followed 

in this thesis are discussed. 

Financial Situation 

The financial condition of cooperative grain marketing ,firms has 

changed over time. As illustrated in Table I, the average rate of 

return on investment in the local cooperative* has declined for all size 

groups between 1961 and 1966e The average rate of return for the 1961 

crop year ranged from a low of seven percent for the small sized firms 

to a high of twelve percent for medium sized firms. The range for the 

average rate of return on investment in the 1966 crop year was from a 

lowofone-half of one percent for small firms to a high of four percent 

for medium sized firms. Furthermore, none of the large size firms had 

*The method of computing the rate of return on investment was to 
divide adjusted net earnings by investment in the local association and 
multiply by one hundred. Adjusted net earnings were found by subtract­
ing expenses plus other deductions plus taxes from operating income or 
sales plus gross earnings on commodities. Hence the only difference 
between adjusted net earnings and total net earnings of the cooperative 
is that adjusted net earnings does not include other income additions 
consisting of dividends on stock, carrying charges and interest, mis­
cellaneous income and patronage refunds received. Investment in the 
local cooperative was found by subtracting investment in other coopera­
tives from total assets. 
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/ 

Size 

Large 

Medium 

Small 

TABLE I 

RATES OF RETURN ON INVESTMENT FOR A SAMPLE OF OKLAHOMA GRAIN MARKETING 
FIRMS, BY SIZE GROUPS, FOR 1961 AND 1966 CROP YEARS1 

Number Average rate Range in return 
Range in gross of of return on investment 

t· . 2 firms on investment 1961 1966 opera 1ng income 
Low High 1961 1966 1961 1966 Low High Low High 

(Dollars) -------------- (percent) -------
200,000 and over 14 13 10.722 1.915 3 22 -16 11 

100,000 - 199,999 29 32 11.870 4.226 -22 36 -10 31 

0 - 99,999 25 23 7.24.Z .552 -2 26 -24 20 

1 . 
Data for this table was obtained by contacting the 92 cooperatives that have head-

quarters in Oklahoma. Balance sheets and income statements.were obtained from 68 firms 
for both 1961 and 1966 crop years. The crop year was used because the fiscal year of all 
cooperatives is not the same. Thus by using crop years, the financial information would 
be more comparable between firms. The fiscal year selected was that which most nearly 
corresponded to the receiving of crops harvested in 1961 and 1966 and covering the time 
that this grain would be merchandised by the elevator. 

2 Gross operating income was found by adding operating income or sales to gross earn-
ings on commodities. 



losses in 1961 but in 1966, three of them did. The medium size firms 

* had the highest return on investment in both years. 

7 

In addition to changes in financial conditions, there were changes 

in size of firms as measured by gross operating incomeo Table II illus~ 

trates changes in firm size between 1961 and 1966. Among the large 

firms in 1961, 10 firms stayed in the large group into 1966, but four 

moved into the medium group. Among the medium firms in 1961, three 

moved into the large group and five moved into the small group in 1966. 

In the small group, however, seven of the firms increased their size and 

moved into the medium sized categorye 

The factors that affect these changes in size and financial condi~ 

tion in cooperative grain marketing firms include ~rap conditions, 

government crop controls, government storage operations and management 

of the firmso 

Since grain marketing firms are closely related to primary agri~ 

cultural production, changes in crop conditions can affect their 

profitability. Grain marketing firms have large amounts of capital in 

buildings and facilities and therefore, a large proportion of their 

expenses do not vary with the amount of grain handled. Hence, in years 

* of smaller crops, these firms need a larger margin to cover their 

expenseso However, competition among grain marketing firms may not 

* One is tempted to say that the medium sized firms are of a more 
optimum size which allows them to operate their facilities at the most 
economical level. This could be a true inference if all the firms in 
the size categories had the same rated capacities and operated the 
same number of facilities, in other words, their size units of produc= 
tion are the samee However, some of the medium and large size firms 
operated more than one facility. 

* Margins are the spread between the buying price and selling price 
of grain. 



TABLE II 

CHANGES IN THE CLASSlFICATIONlOF FIRM SIZE FOR A 
S.i\MPLE OF OKLAHOMA GRAIN MAIU<ETING FIRM 

BETWEEN 1961 AND 196(;> 

S;i.ze in 1966 

S;i.ze in 
1961 Large Medium Small 

(Nurnl:>e;i:-) (Numb Err) (Number) 
Large (Number) 10 4 0 

Medi1,.1Il\ (Number) 3 21 5 

Smal 1 (Number) 0 7 18 

Total Number 1966 13 32 23 

Total 
number 

1961 

14 

29 

25 

68 

1classification based on gross operating income: 
dollars and over; medium, 100,000 to 199,999 dollars; 
99,999 dollars. 

large, 200,000 
small, under 

8 



allow increases large enough to cover all costs of operating the firm 

and, in this situation, the firm would be operating at a loss. 

9 

In addition to variation in crop yields, government farm programs 

can affect the operations of grain marketing firms. The government's 

efforts in controlling the amount of grains produced could reduce the 

amount of grain that grain marketing firms receive. Changes in the 

amount of grain grown have not been too important, mainly because farmers 

have found ways to circumvent the program's desired effects by increas­

ing yields per acre. Hence, even with acreage reductions, the amount 

.of grain delivered to the elevators has not changed too drastically. 

A side effect of government farm programs has changed the grain 

marketing firms' storage operationsa The farm programs allowed farmers 

to store their grain if prices were unfavorable and in time the govern­

ment received this grain at the support price. Many times this grain 

was stored with the grain marketing firms by farmers and later by 

government@ To provide enough storage facilities, the government en­

couraged the grain marketing firms to expand their storage facilities. 

This increased storage capacity enabled the grain marketing firms to 

receive storage income from the government and some of the grain mar­

keting firms began to view government storage revenue as permanent 

income. They began to operate with smaller margins and also added the 

selling of additional goods and services. Some of these additional 

enterprises, although needed or wanted by the firm's patrons, were not 

completely profitable and were subsidized by storage revenues. When 

the government was able to reduce the amount of surplus grain, the grain 

was removed from storage. This has meant a sharp reduction in storage 

revenues for firms and in some cases, the firms began to lose money, 
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since the firms had increased their storage capacity and had more repair 

and maintenance e~penses. Those firms that had added unprofitable 

additional enterprises had even larger reductions in profits. 

Another fact9r that is often overl9oked in financial changes is 

management. Management can take action to offset the above factors. 

The margin can be raised in years of short crops or more stringent 

quality-price adjustments can be mac;l.e to achieve larger mal;'gins without 

changing prices. Management can anticipate changes in grain stored and 

have alternative uses for these facilities in mind so that revenues do 

not change drastically. In addition, management is responsible for 

evaluating the profitability of additional enterprises the firm may 

1,mdertake. 

Another change in the grain marketing industry is that of a decline 

in firm numbers. The number of grain marketing firms declined 23 

percent between 1962 and 1967 .. ~ Th:j.s decline ;i.s also an indication of 

problems attributable to management. 

Good manage~nt is essential for the survival of any firm. In a 

classic study by w. w. Cochrane and R.H. Elsworth, the largest single 

cause of discontinuances of all types of cooperatives were difficulties 

in the field of management which accounted for 19.8 percent of the 

6 7 
failures. The other reasons were as follows: 

Difficuleies ;i.n the fi.eld of membership 19.7 percent 

Natural or unavoidable causes l0o9 pei;cent 

Insufficient business for efficient operation l0e3 percent 

Financing and credit difficulties 9.6 percent 

Transportation problems 9.1 percent 

Opposition from competing enterprises 8.9 percent 



Declining prices 

Com~oU.dations and mergers 

Technological changes 

All others 

5.4 

3.2 

1.2 

1.9 

11 

percent 

percent 

percent 

percent 

Many of these l,"easonlii given for d;i.sc<;>ntinuances should be included 

in difficulties in management. !he board and manager are responsible 

for public relations activit;ies ~o maintain the membership and to estab~ 

lish a business that farmers want to join, Management is also responsi~ 

ble for planning operations that are of efficient size to earn normal 

profits. Management may need to take steps to expand the trading area 

so that sufficient business is generated. Financing and credit diffi~ 

culties also reflect the fact that management has not generated enough 

member financing or have not effectively controlled accounts receivable. 

Transportation problems were caused by changes in transportation methods 

that lessened the need for local cooperatives. The management of these 

firms either did not anticipate these changes or were not willing to 

adopt to the changes after they occurred. The same situation applies 

to technological changes. Management is also responsible for meeting 

competition from other firms, Thus, discontinuances due to competition 

are an indication of weak manage~ent. The only areas listed above in 

which management could not have averted dis~ontinuance are in natural 

or unavoidable causes and in declining prices, Hence~ a more realistic 

percentage of discontinuances caused by management is 83~7 percento 

w. w. Cochrane and R, H• El~worth caution that their data may be 

biased. The data for this st4dy was furnished by a former officer or 

employee 1 interested townspeople and oc~asionally by a member.patrono 

Early in the study the authors almost conclµded that discqntinuances 



12 

were caused by inefficient management or disloyal-members depending 

upon whether the information w~s furnished by a former member or an 
8 

ex-manager. It should also be noted that this study covers the great 

depression which started in 1929 and was a difficult time for all types 

of businesses. 

Statement of the Problem 

Management in general is responsible for operating the grain 

marketing firms, There are, however, different levels of management 

that deal w;i.th different types of problems. The lowest level of man .. 

agement is the foreman or supervisor level. This group in management 

is primarily concerned with supervising the workers and in solving 

technical problems. The next level of management includes the manager 

and the assistant managers, This is the highest level of operating 

management which is primarily concerned with day-to-day problems. They 

make decisions that affect the lower hvels of; personnel and technicc;1.l 

operational problems. In addition, they also help formulate long .. run 

decisions in incorporated firms but in ;firms where the manager is the 

owner, he must formulate the long~run decisions on his own. In incor .. 

porated businesses, the highest level of management is the board of 

directors. They are primarily concerned with long-term decisions and 

controlling the firm through reviewing the financial condition, 

Cooperative grain marketing firms have all three levels of manage. 

ment .. 'l'hi.s study, however, is li,m.it;:ed to analyzing the management role 

as performed by the highest level of management, the board of directors. 

The board of directors is the group that guides and directs the firm. 

As such, they should not be making day-to-day decisions. They should 



be anticipating changes in their customers needs and analyzing the 

profitability of providing services that w.ill fulfill these needs. 

13 

In addition to customers needs, the board must anticipate other 

changes that will affect the firmo An example of this type of change 

was discussed in regard to changes in storage revenues. Before build­

ing additional storage, the boards should have considered alternative 

uses for the facilities when they were no longer needed for grain 

storage. In those instances where the board and manager had planned 

for change, the firm's revenues may have been reduced but not to the 

extent that resulted without planned for alternative courses of actiono 

The board of directors has an obligation to the shareholders to 

sea that all aspec~s of the firm are as efficient as possible. In 

cooperatives, the shareholders are the firm's patrons and increases in 

efficiency will benefit the patrons directly. The board's obligation 

is partially fulfilled by reviewing the financial stat:ements and methods 

of operation of the firm. In addition, the board must review their own 

performance to see if it can be improved along with the other aspects 

of the business .. 

Since the board of directors of Oklahoma cooperative grain market­

ing firms must assume the responsibility for meeting changes that affect 

the firm, they must continue to improve their management functions if 

they are to most effectively manage the cooperative. 

This problem area is toe> b:t:"()ad for efficient study and therefore 

specific objectives were developed. The specific objectives of the 

study are: 
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1. To determine the board's activities in performing their duties 

regarding basic objectives, broad policies, firm planning, 

decision~ma~ing, personnel, finances, member relations, board 

training and board meetingi;. 

2. To sp~ctfy the board and manager authorities in these 

management activities. 

3. To specify differences, if any, in board perform~nce be~ween 

earning below average re~u:rns on investment. 

4. To specify the differences, if any, in board activities related 

to size of firm. 

5. To suggest metpods of improving the management processes of 

the board of directors. 

P:rocedu1;e 

The populati<n1 of J;irmi;; for this study includes those in north~ 

western and northcentral sections of Oklahoma. This area consists of 

the following counties; Alfalfa, Blaine, Canadian, Custer, Pewey, 

Ellis, Gar:Held, Grant, Harper, Kay, Kingfisher, M;ajor, Noble, ;Roger 

M;ills, Woods and Woodward. This popuhtion was selected for the follow .. 

ing reasons.. Farme:rl> i.u this area p;i;:oduced 57 percent of the wheat in 

Oklahoma using average ~heat prod~ction fQr 1958 through 1967. This 

area also includes 58 percent of the cooperative grain marketing firms 

in Oklahoma,. 'J,'he study was also restricted to firms whose priucj,ple 

business was grain marketing. In the southern part of the state, many 

firms that market g,ain have as their principle business that of 
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ginning cotton. Therefore, these firms would not be comparable with 

those in the wheat produo;i..ng area. 

The sample was selected after the population was further re-

stricted. Since part of the analysis depends upon categorization by 

rate of return on investment, the population was limited to those firms 

that had coqperate~ in supplying financial statements for the 1961 and 

1966 crop years. Arbitrarily, 14 firms were selected for this study 

including four f;i..rma from the large gross operating income category, 

six firms frotl\ the medium ;i..nc;ome category and four firms from the smaH 

income category (the gross operating income categories are those shown 

in Table I). This cof$ination of firms was selected to secure a 

representative sat!!,ple qf firms in the vari<;>µs income size categories. 

ln addition to a gross operating income size classification of 

firms in the sa~le, the firms were further classified within each in-

come size category on the basis of their return qn investment. The 

criteria used foJ:' the rate qf return on investment was that the firJn be 

above the ave)':'age return on investment in both 1961 and 1966 crop year~ 

or below average return on investment in both years. Therefore,the 

firms 1 pe:rformance would more nearly reflect longer~run ·management con-
' -

ditions and not the other factors that can change the financial condi-

tion discussed above. The next criteria used was that the firm be 

among the highest in return on investment in 1966 or among the lowest 

in 1966. Only one of the firms 1,.lsed in the study dicl not meet the · · 

first criteran condition but all firms met the second condition. 

The members of the board of directors of the fourteen firms in 

the sample were interviewed in depth using a personal interview 

sch,ed\lle. Thh schedule was destgned to detet"mine the varioufi aspects 
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of the director's job and the type Qf people who serve as directQrs. 

All but two of the boards interviewed in this study had five members 

Qne had eleven and one had six members. Every attempt was made to 

interview all the directors of each of the fourteen boards. A total of 

73 directors were interviewed which was 95 percent 0£ the total possible 

board members. The names and addresses of the directors were secured by 

contacting the manager of the cooperative. 

In general, the data from the personnel interview survey is ana~ 

lyzed on the basis of the board as an entity because the board as a 

group makes decisions. The directors' responses were translated into 

a board response by assu~ing that if half or more of the directors on 

a boa~d give a similar response, this respqnse wa.s taken as the board's 
I 

response. 

Thh assumption of majority :rt,1le Iijay not be valid :i.ri those eircum .. 

stances where one board member dominates the boi:ird and where m,any of 

the board-members have not experienced the decision. Inexperience 

coulq especially affect responses on decisions made very infrequently. 

For example, a decision regarding the types of informc1tion needed to 

consider bt1ilding new facilities may be one :in which the minority 

response would be mo:i:-e reaHstic than the majority response, if the 

majority of the board members have not experienced this decision. 

Con,sequently, the miiwrity response of those that have experienced the 

decision may be. a more accurate accou11t of the information that the 

boa:i:-d would need to consider the problem. No satistac;q~ory method was 

available to deal with these problems~ therefore,it is assumed that they 

wil,l not critically affect the results repo1.'."ted here:i.n. 
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Another qualification in using board majority answers is the prob-

lem of new board members who have not been adequately orientated. These 

directors would not be acquainted with objectives, goals and policies 

until they were discussed in a board meeting. Therefor~ the director 

would state that the firm did not have objectives, goals and policies 

if they had not been discussed. This problem could influence the re~ 

sults as r~ported herein but j:he assumption is made that enough 

directors have served long enough that board majority answers will give 

true answers. 

An additional source of management information was also used in 

the study. Each firm that cooperated in the financial analysis was 

sent a mail questionnaire concerning over-all firm management. These 

questionnaires were completec;l, by t:P,e manager. The results frot:Jl this 

questionnaire were used in develo~ing the personal interview schedule. 

There were 70 firms included in this mailing and returns were obtained 

* from 41 of the firms. This information will be presented where 

appropriate in conjunction with the an,alysis of data frmq. the personal 

interview schedule. 

Before the analysis of data, an introduction to the theory of 

management and its application to the board of directors is presented 

in Chapter II. Chapters III through IX are an analysis of the data 

collected and Chapter X consists of the sutrllllary and suggestions fol:' 

improvements • 

.;: 
The percentage response was very acceptable for this type of 

survey. The total percentage response was 59 percent and ranged from 
a high of 88 percent in medium sized above average rate of return on 
investment finms to a low of 36 percent in small firms that had below 
average rates of returns on investment. 
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The theory of management has evolved from the writings of the 

early Egyptians, However, the first scientific management studies were 

not undertaken until the early 1900's Since these early peginnings, 

the theopy of management, especially in agric~ltur~, can be utilized in 

three ways or from three vieWJ;>oints. 

Management Viewpoints 

Management and the process of managing are viewed differently 

by different persons. However, thes~ different viewpoints can be 

generally categorized such that management can be considered as: 

1) an inRut in the production process; ~) entrepreneuJ'.lship; or ) ) a 

separate enterprise in the firm's total production prooess. 

Those holding the yiew that management is an input in the pro­

duction process would aq;iue that a given level o;f management ability 

~s ju.;;t as important as a certain level of any other input. '.L1hi;s view 

is used, in f~rm production and farm budget studtes where the research 

assumes a level of management as in linear programming output studies 

ov gives a series of fal'tn budgets for different levels of management~ 

Th:i,s approGlch is satis:facto:ry for these purposes but it does not lead 

to a method of studying management. Management is assumed given and 
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the factors that cont:ribute i;o diffe:rent levels of management are not 

examined. 

A second viewpoint of management is called entrepreneurship. 

Joseph Schumpeter is !)ener!'l,LLy considered the Qriginator of the term 

entrepreneur and its definition. He defined the entrepreneur as an 

innovator and coni;;ictered, the follow~ng changes as innovi,1-t;i.ons: 1 

(a) The introduction of a new good or a new grade of a good 

al ready ;in U/3e. 

(b) The introduction of a new method of production. 

(c, 'l'he opening of a 1;1.ew mark:E:!t, 

(d) !'he employment of a new source of supply of factors of 

prodtiction,. 

(e) The :reorganization of an indust:ry, several industries 1 

or part of an industry. 

Albert ttalter has further refined this viewpoint and suggested 

a method to use entrepreneu:rship in stu,dy;i.ng manageme;nt. 2 Halter's 

definition of an entrepreneu:r i/3 one who attempts new combinations of 

the factors of production which are not ;i.mpli,ed by past or present 
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price ratios. Prod~ction of somE:! good is accomplished by tpe combi­

nation of inputs. The economics of pro4u,ct:ion is ooncelJ'.1ned, with 

find,ing the 04tput at wh;i.cµ the last unit produced costs the same as 

the actditiona.l colltribut;i.on t;.o the fi;rm' s revenue. ;rn addition, the 

least cost output requires that inputs; be combined such that the 

additional output fvom onE:! unit of input divided by the marginal 

resource cost of the input be the same for all input/3 used. Halter's 

entrepreneur utilizes new technology to ~h~nge the combi,nation of 

inputs includeo in the p~od~ction mo4el. Management then becomes only 



the promotion and execution of new ideas. It is not labor or the ad-

ministration of a going concern, nor is it providing money or credit 

for sett~ng up the new enterprise, Thus, the managers to be stµdied 

are those that instigate change when changes are not indicated in our 

models. 3 This type of management deals with unexpected changes and we 

do not have a s~tisfactory framework within which to study it. 

A third viewpoint of management has been put forth by Glen L. 

J 
Ir . ohnson. Management il:i qonsidered to Qe fl. ·separai;;e enterprise d,evoted 

to defining and solving problems, carrying out the solutions to 

problems, and bearing responsiqility for decisions and consequent 

t . 5 ac ions. This viewpoint of m~nagement most nearly corresponds with 

the majority of the writings on management e~pecially those relating 

to nonfarm businesses. As an e~ampte, Leon Garoian and Arnold F. 

Haseley in their book define management as the guidance, leadership, 

and control of a group effort to achieve common goals. Mana9ement 

can refer to the people who mana@e, or the processes followed in 

· · t· h 6 managing, .the ac ion p ase. 

The latter viewpoint o:f management will form the basic framework 

for developing the concepts upon which thi~ study is based. Under 

this viewpoint, th.e generally accepted method of studying and evalu,-

ating management is to define management by separating the process of 

managing into various functions which are defined in the following 

section. 

Management Functions 

The classification of management functions will vary among fl.Uthors. 

~ 7 ·t:· t· t f 1 ' Dalton~. McFarland uses a classi ica ion sys em o. panning, 
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o;rga1;1;i.ziing and controll;i.ng, but others 1:ireak down the classification 

further. The most common breakdo~n includes planning, organizing, 

directing, coordinating and controlling.
8 

This classificat;i.on will be 

util,ized to d:i,scuss the overall role of management in the operat;i.on 

of a cooperative grain marketing f~Fm. 

These f;i.ve funct~ons are used in al,l levels of management from the 

foremen in ~he plant to the board of directors. However, the scope or 

complexity of the activities inciuded in each management function are 

somewhat different at the different levels of ~anagement. it the 

foreman level these functions are applied to day-to~day department 

decisions and the manager must use these functions for day-to-day firm 

decisions. Furthermore, the board applies these functions to long­

range firm decisions and decisions concepning the firm's role in the 

industry. Since this studr is qonce;1mea with analyzing th.e role of the 

board of directors of cooperative grain marketing firms, the management 

functions will ~e discussed as they apply to the board. 

Planning 

The boal;'ld 1 s activities in the planl}ing .function include adoption 

of plans which w;i.11 lei:i.d to the attainment of the firm's objectives and 

goals. Plan,n;i.ng is an att.empt to look intq i;):le :futu;re to antic:i,.pate 

forthcoming events and succE)ssful planning depenqs upon well formu­

lated objectives and goals. Hence, the board is also responsible for 

fo;rmula:tion o;f ol;:>ject;Lves and 9oc1.ls a;;; pal!'t of 'tll:le planning function 

prior to the actual development of plans. The o'pjeotives should 

rep~esent t4e ovevall purpose ot tl:le company in satisfying the needs of 

employees, stockho],c:ters or members 1 qons1,Ull~rs and suppliers. Ooals 
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~re import~t to businesses beqause goals are designed to show progress 

toward the business's opject'ives. The firm's plans should show now its 

resources will be combined to accomplish the goals and ultimately th.e 

objectives. ~n addition to combining the resources, the plan must 

include indica1;ors designed to determine if the work is progrei;;sing 

according to the predetermined, planned schedule. 

Organizing 

Organizing is the groUPing of neople and other resources such that 

plans are a~compl;i.shed both econom;i.callY and effectively. After the 

various plans are developed, they must be arranged so that their imple­

mentation is operational. Implementation w;i.11 be made easier if the 

processes are grouped ;into departments and the relationship between the 

various departments shown in the orgc\niza:t;;i,onal chart. 

The organizational structure of a ftrm Call, be line, staff or 

committee. The most common type of o;rganizat,ionc:1-l stJ.'lucture is the 

line structure where the head of each unit reports only to his super­

visor and is :n:!ported to by those below him. 1'he line structure is 

usually modified to include some staff and committee funotio11s. The 

role of the staff position is to advise line personnel regarding 

specialized areas s4ch as research and development and ma:rket research. 

Usually, unli~e line positions~ staff positions have no authority over 

personnel below them on the line organizational chart -- they have an 

advisory function only. This type of structure is very common in large 

organizations. The .committee structure may also be used in conjunction 

with line structures. The committee is usually permanent lllld is used 

to coordin~te ide~s, collect infonnation and pool juctgments regarding 
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varioui; manai;iement qecision areas. 

ln orga,ni~ing, the board should insure that the firm has an appro­

priate o:rganiz1:ttional structure and that job descr;i.ptions anc:l specifi­

cations are developed to fit the orga,nizational structure, Job 

descriptions sho4ld specif~ responsibilities, autho~ity, and relation­

sh:i.ps between jobs. 'l'h.e speci~l. $ki:lls · o·r t·ra,ining i:i:eeded-t'c:> :e:ffe·c .. c 

tivelyr perform given jobs shoul!i be i11,cluded in,'the joq specifications. 

Directing 

Directing is defined as the process ofi getting work done through 

others and at the board level, i1: is primarily concerned with directing 

the per;fopmance of t:he rqanager. TJ;le boa:rd delegates the authorit;y for 

ope'l;"ation of the f:Lrm to t!:ie manager, 'l'nerefore, it is important that 

the board select a competent manager to which they can delegate tasks 

and responsi'l;:>ility. The boa.;r'd must have cle<;tr effective guidelines for 

the manager to .follow to insure that the manager operates th.e firm in 

accordance with the board's wishes. Further, the board should en­

courage the manager to select competent subordinates and train these 

people to develop their managerial capabiHties for future promotions. 

Coordination 

The boar<;l's activities in C()O;t"qination primarily involve coordi­

nating plans and insuring that the various units of the firm understand 

each other's role in the over~all operation of the firmr ~nc:lerstanding 

between unri.ts will promote effective and efficient achievement of 

objectives and goals. Coordination can be improved by promoting 

voluntary coordin~tion iilld by cla~ifying tne organizational structure. 



lf coordination is slig~ted, plans may fail because of incomplete 

sc'.Qeduling or inadeq1.iate timing. Plans must be coorc;Iinated so that 

short ... run plans complement the long ... r'l.ln plans to accomplish goals and 

ultimately th~ firm's obje~tives, 

Controlling 
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The board of directors utilize controls to keep the finn on its 

planned course, Cont~oll~ng is an eval4ating progress, predicting 

results and knowing when and how to initiate ~emedial aption in time to 

prevent serious d,eviaticm :from plans, Control should not be thought of 

as only a corrective o:i;- punishing action, tnrll rc1-ther to J{,eep the busi­

ness pr<;>g;ressing toward its objectives. A.n indirect result of adeq,t.iate 

cont;rpls is that opjectives and goals are estal::ilish,ed and that effec,;..' 

tive planning anq coordination are accomplished. 

Using the functions 

The five functions of management tend to overlap and become com­

bined in actual use. For example, in developing plan.s, the plan 

should include activities that a~e part of the other four functions 

if the plan is complete. This overlapping and use of more than one 

function in solving problems. makes management analysis on the basis of 

management functions very difficult. ;rt is much easier to obtain data 

for analysi:,; by fashioning questions pertaining to the d,ecision 

activities rather than by the five ;t\mctians, ;J:n the next section, 

application of theory, the management theory is related, to the decision 

activities performed by the board. 



~pp~ication of Theory 

ln this section the theory o;f ml'!-nagement i$ applied to those 

activities that shou+d be perfonned by the board of directors, The 

activities discussed in this section are interpretations of the 

directors' job, decision.making and decision areas, p~sic objectives 

and broad policies, planning, personnel, tr4steeship and members' 

interests, and a sound board~ 

Inten,retation of the DireGtors' Job 
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ln order to perform adequately and efficiently the role of a member 

of the board of directors qf a ;fi:i;,m, the directors must know and under­

stand their specif;i.o duties and their legal responsibilities as a 

director. rnis section describes the duties and responsibilities as 

set forth in the literature. 

The duties of directors include the following: 9 

1, Establishing basic objectives and broad policies~ The board 

should formulate the basic purpose or objective o;f the firm 

which is a statement of the mission of the ;fi;rm, Although 

frequently overlooked, the articles of incoq,oration state 

the business of the firm, Tqis can and µsually does serve as 

the firm's purpose or obje~tive, Therefore, the articles 

should be reviewed periodically and must be chi;t;nged :j,f there 

i;tre changes in the laws or ghanges in the firm. 

~olicies are state~ents that re£lect the board's thinking 

tQ lower levels of ~anagement by acting as guicteiin~s with~n 

which lower levels of manageme~t can make decisions. In 

addition. to developing ~µ,idelines, the board must make 
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decision$ within the limits specified b:y the membership, 

These limits are $pacified in the bylaws of the firm. 

2. Electing board officeirs to provide leadership and organiza-

tion. The board shqµld elect their most competent membeirs to 

be board officers. These officers sho~ld be capable of per~ 

forming the duties of their respective offices, In addition 

to their office d.uties, the officev.s should guide the board 

so 1;hat the board avoids engaging in day .. to ... day operai;:ing 

decisions. 

J. Approvin~ appointment of key personnel. The board must. 

sele~t the manaQer and also should. approve other personnel 

that may become the manager, 

4:. Approving important nnancial matters to safeguar<l cl1anges in 

asse"t;s. The poard approves financial matters to obtain an 

equilibr;i,~m between growth atr1.d excess spending wh~ch may 

threaten. the l~fe of the organi21c1,t.:lon, '.!;'he directors serve 

a~ trustees of the firm's assets ~nd are account~ble for safe-

guarding the assets. Also to be ~ost effective, the board 

must be thoroughly apq,uainted wit:ti fin"1-ncial analysis, 

5. Providing for sound planning which coordinates short-term 

decision~ with long~range objectiyes. The board should 

insist that relevant plans are developed by .subordinates and 

then approve, rej(:)c;:t or modi:f;'y these plans as required. The 

board mu~t ins~~e that th~ y~ar apeaq plans are consistent 

with plans for five to ten years hence. ~his will insure 

that objectives will be achieved smoothly. 

6~ HarmonizinQ diverse interests of members and perpetuating a 
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sqund board. All corporations including cooperatives are 

composed of special interest groups, including members or 

stockholders, e~ecutives and employees. The board must 

promote harmony among these groups while wor~ing in the pest 

intenest of the fi:rm as a wbole~ To promote ha:rmony, the 

board shoijld ~eep effective lines of communication open 

between management and members so that understanding is 

maintaine~ betwE;ien l:>oth groµps. The elements of communica"'i: 

tion that inform members on the qualifications for effective 

directors and info;rim new l:loard meml::iers on their role in the 

firm will help insure the existance of a sound board, 

In addition to duties, the directors should know their legal 

responsibilities. The :responsibilities o:f the boa,;,d of directors 

't f th f ll. . 10 cons1s · o e .o owing: 

i~ Directors cannot abdicate their responsibility to direct and 

shoµld attend board mE;1etings on a regulaJ' ba~;is~ '.l.'he 

directors are elected by the membership to direqt the coop~r-

fl.ti ve and in 1 aw the;Y are :required to d.o so, I,>irecto;ris 

should attepd meetings regularly because absence from board 

meetings does noi;. conl';ltitutE'l freedom <:>fa boa:rd memoer from 

respons;i.bil;i. ty of decisions l;>y the 'board.. 

2, Directors must manage the business along lines imposed 

throµgh ~he ar1;iple$ of incorporati.on and bylaws~ The art:L-

cles of inc~rporation ~tate the name of the firm, its princi~ 

pal place of business~ the'. bµsiness of the firm, a,nd the 

amoµnt of capital $to~ of the firm, !he byl~ws state the 

decision areas within which the board can tw<e action without 



referral to th~ members. Thus, the board members must be 

familiar with these documents and understand the corporate 

.form of ownership to be aole to cond~ct themselves and the 

business within the limits imposed, ~owever, the board 

members should also be aware of the procedures for ch~ging 

the1:1e documents when cpndi tions in the firm and irn;lustry 

indicate changes are needed,, 

J. Directors are responsible for appointin~ officers and dele­

gating ~qtnor;i.ty to them for carrying out the functions of 

the corporation. The mempers delegate authority to the 

board for operating the firm. ~owever, ~he board can, in 

t~rn, delegate ~uch of itij authority to the manager for the 

day~to~day operation of the firm. The board is still, 

however, r~1;1ponsiole :fQ:r th!:l actions of th9se to whom it 

delegates alrlthoriity, 
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4. Pirectors must act in good faith and with reasonable care in 

handling the affairs of the business. The directors act in 

~ood faith by p!ltting the well ... being of the finn first in all 

of their decision1:1. Pirectors are to take normal business 

ris~s in the operation of the ~trm. However, they may be 

held financifl.Jly responsible t;or J.Jndertaking rtl:iks that 

wou+d not be consider~d pprmal business risks such as 

operating without anr ~nsurance. 

5, Pire~tors are considered in iaw as representing a trustee­

ship to members ~r stockholders~ As a trustee, the b9ard is 

responsible fo;r the effeative management of the finn~ They 
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mu~1; protect the investors' oap:i, tal in the f:i.rm by appraising 

tlle :financial affa,;J.ri;; and also manaf;!edal practices~ 

Deoision~Making and Decision Areas 

There are many tyPes of changes that can a:ffect the f;i.nn•s ability 

to su1!"v;ive as ino.icated in Chapter I, '+'he :firm must adapt to these 

changes either l;lefore i;h.ey begin to affect tlle firm or after the effects 

are known. The firms that ant~cipate the changes and begin adjustments 

early wil;L maintain ·a stronger- competitive position~ 

Since the 1:loard acts as the final management dec;i.siop-,.,maker, it is 

important that the board re~ognize :i,n!!l;i,caUons of chanl:}es that. can 

affect the firm~ Specifically, the boards of cooperative grain mar~ 

keting f!l.rms are ;in an e:xcel;I.ent position to be aware of changes in 

agricultuve because they all have farming :i.nterests. The boa;t:"d can 

then bring agricultural ~hanges to the manager's attention and together 

they ~an predict how these changes will affeGt the firm, However, the 

manager may be more aware o~ ~hanges in t:ri:1,nsportation and the grain 

marketing industry than the directors. So the board and manager should 

work as a team in recognizing poss~ble ch~nges and the expected e:ffects. 

In analyzing e~ternal changes, the board and manager ma~ need to 

consider making major chwiges in th~ firm's operation~ ln this case, 

the board and manager need information to make knowledgeable decisions. 

For ente;J;Rris~ additions to the firm thg board needs expected costs for 

equipment, b~ildin~s, sµpplies and person,nel~ l~ also nee~s an esti­

mate of expected retµpns for the enterprise including prices ap.d 

volume that ca:q oe attained« 

The boa~d also needs information qn the past performance of the 
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firm with cqmpar;i.i;;ons for ei:l,rlier time pe:riods to be e:ffective in 

controlling the business, in addition, it needs an estimate of pro­

jected pertonnance for the months abead. In reviewing this information, 

the board needs to have or to develop a s~ill in asking the questions 

in order to understand changes in performance so that it can suggest 

improvements~ 

'.):':he board and managE)r must work 1;09ether as a team but eacn has 

specific typf:ls of dec;i.i;d,ons tnat they shoul4 ~aJce. ',L'he managel' snoulct 

ma~e opeFart;ing decisions and the board shoulo. be prim~r:l.ly concerned 

with long~range decisions. However 1 in some cases the decisions are 

made jointly by the board an¢! manager~ The types of deci1:1ions tnat 

each sho~~d make are summarize4 in '!'able III, 

EstaQlishing Basic Objectives and aroad Policies 

Tl:le basic pqrpose o.r objective o:f the cooperative is a statement 

of tne mission o;( the :l;;i,rm~ The ooject.ive may be savings for members, 

service 1 expansion or gvowth, of the fi:rmf Service is defined to be 

providing goods or delivery activities that the farmers need or want. 

Joseph o. K;napp has stated that cooperatives are initiated for the 

primary pul'pose of securing services of a higher quality and/or at a 

lower cost tha~ would be otherwise obtainable~
11 

The statement of ob4ectives should be very ~eneral to allow flexi­

bility and should be reviewed and updated per;i.odically, When the finn 

is initiated, it usually has~ large amount of debt representing 

buildings and equipmentt ~t this time, a profit or savi~gs objective 

may be most importe:i.nt ll,ntil the fil'rn bQil.ds it's financial base. Later 

the f;i.rm may wan't to cJ:iange, placing the emphasis on lSomething qther 



TABLE III 

AREAS TN WHICH DECISIONS ARE MADE BY VARIOUS .PERSONS OR GROUPS 

Board 

Establish objectives. 

Review articles of incorporation 
and bylaws periodically. 

Establish policies. 

Evaluate progress in relation 
to goals. 

Approve long-range plans. 

Approve JU"Omotions. 

Review manager's evaluation of 
personnel. 

Approve facility expansion or 
addition of new enterprises. 

Approve expansion or contraction 
of trade area. 

Establish allocation of .profits 
or savings. 

Board with Manager 

Critically review methods of 
operation. 

Establish goals for the £irm. 
. 

Review policies periodically. 

Determine goal f.or share of 
grain market. 

Determine goal for share of 
merchandise and service 
market. 

Evaluate new ventures. 

Evaluate new technological 
developments. 

Evaluate insurance coverage. 

Evaluate option of owning or 
leasing. 

Develop long-range plans. 

Develop financial plans. 

Determine_cr~dit guidelines. 

Evaluate accounts receivable. 

· . Determine amount of "advertising 
· · ,anp ,pr.omo,tion .• 

Manager 

Provide information on content 
of board meeting 

Select, discipline and release 
employees • 

Assist and advise board. 

Set wages and salaries. 

Establish safety inspection 
program. 

Determine grains to be 
merchandise. 

Detennine where grains will be 
sold. 

Determine where merchandise 
will be purchased. 

Set prices for grain. 

Set prices for merchandise 
and services. 

Determine type of advertising 
and promotion. 

Evaluate use of men and 
. equipment. 

I.. 
t 
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than pro:f:i.i;s. Thus 1 the objectives lll!'lY need to be updated as the firm 

matures or to meet changes in their cus~omers' needs or trading area. 

Hence, objectives should be general in pature and .carefully prepared in 

written fortll bQth to insure lon~~run flexibility and becaµse they must 

be utilized in developing plans 1 goa+s and policies, 

Since the board reviews and a~proves objectives, goals and 

policies, it is in the best position to visualize neeqed changes in the 

corporate papers and to present needed amendments to the membership for 

their action. The corpopate papers include the articles of inco:rpor~ 

ation cmd the bylaws. The board must act in aceorpanee with these 

papers and insure that the firm is operating consistently with these 

papers. Over time, these papers may need ammendments to allow the finn 

to adapt to pew qon:dj.tiqns.'::;;:Fi;,r·.this ~ea~on:, these,papers ·snou,l;d be 

critically vevie~ed on a period~c basis. 

Goals are ste~s toward the firm's objectives. Managers should 

develop the g9als because they will be responsible for reaching the 

goals and managers are most !af!liliar with the strengths and weal<;nesses 

of the firm. Consequently, goals set by the manager should be more 

attainable than if the goals are set by the board, However, the board 

must review the goals to insure that the goals will lead to the objec~ 

ti ves and to insure s;:ttisfactqry :pp9gress towar<l the objectives, 

Policies ref~ect Poa~d thi~ing to lower levels of management and 

provide guidelines pr 1i~its within which managers can m~e decisions~ 

The board in conjunction with the manager should develop broad policies 

pertaining to; personnel, mar~~ting? produetion, engineering, member 

relations, finances and public relat:ions. To be effective, these 

policies must be carefully written to eliminate any possible confusion 
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arising from arnbigious wordi~g anq they must be distributed to th9se 

individuals making decisions, Effective poli9ies allow individuals in 

management, :i:-egardless of their outlook; and viewpoint, to make deei'sions 

that are com,isi:ient with board thinking, 

Planning 
• I' I 

The fi;nn must have plans to accomplish its goals and to reach its 

objectives. Th,e ~oard is responsible for seeing that pli:tns are devel~ 

oped but may not a~ti.veJy- p:i;"epare the plans. Since tne board has 

limited time, the boa:rd mciY delegc1;te the respom,ibi;l.ity for developing 

plans to the manager or~ board committee, However, the full board 

must review and approve or revise these plans to insure that they wil~ 

ach,ieve the de13;i.red, ol:>;ject;i. ves. 

There are two time pe:i:'io<ls :!.n which the firm mt.\st. develop plaris, 

cover periods up to one year and the long~range plan covers periods of 

more than one year~ 

The short~range plan should include a d,etailed annual financial 

plan that specified sources and ~ses of capital. This pian or budget 

is useful because it helps management detect enterpri.ses that are 

deviating from plans and then management can make changes that w:i.U 

bring pertormance l:>ack to e:iq>ectations to keep the firm operating 

profitab;t.y. 

The ;t.ong~r~nge plans should include specification of mcirket share, 

facilities and service plan,. The board and manager shoulq estimate 

their fi:rm 1 13 sha.re of the ma:rket, then deci<'(e whether they want to 

ma:i.ntain or expand this sha,~er lf they decide to e:x:pa,n~ their market 
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share, theyi must develpp a goal :for tll.e pe:t;'centage increase they desire 

and plans on how to achieve tn.is goal. 

Long-range plans tor facilities and l='e:rvices are especiaUy diffi.,. 

cult to formulate because changes can occur during the planning period. 

For example, plani;; for building~ must be extremely loni;i ... vange because 

concrete grain storage facilities can last for 60 yea.rs, Long-range 

plans for facilities, such as these, must anticipate the many changes 

that are possible in farm;i.ng 1 the farm community, and the nonfarm 

commun;i.ty that may necessitate changes in the services offe:red to 

farmers a11d in turn the facilities needed to provide these services. 

Plans fo;i:, <:liffe:rent time periods m4st be cool;'d:inated to be con,-, 

sistent and all,ow the ;f:i,:rrn to progl:'ess sinootn.;I,y toward its objectives, 

To facilitate coordination, yearly pJans should be developed for each 

year in the ne~t fiv~ to ten years, ~he first year of the plan would 

be most detailed. and b~ conside;re<;i the sll.ort-te;nn J?lM, Tl:le short and 

long-term plans are thus all one plan and will fit together smoothly, 

However, the board must r~view the plans to make sure that the plans 

are coordinated and are consistent with the firm's objective. 

Personnel 

One of the most important dµt;i.es of the board is the selection of 

a competent manager to operate the firm. 1he manager is important 

because the board. delegates the re,spon~ibility for the day-to-d.ay 

decisions to him and. they e:x;peot hi,m to d.evelop plans and goai s ;fo;r 

the firm. Usually the board mempers have their own businesses to 

manage and. cannot devote lo;U"ge a,mounts of time to their board. work. 
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Thus, they depend on the manager and his subqrdinates to develop plans 

apd goals for the firm. 

The board must t~e steps to insure that the firm will have a 

continuing supply of competent management. Thµs, the board should have 

a progr.un for training potential managers. The board needs to realize 

that the assistant·ipos:i. ti.ons are in one sense trairiing posi tiqns and 

should be staffed by people suitable for futl.U"e ppomotion. The boa~d 

should encourage management people to attend traJninQ progra.rns offere~ 

by associations and educational institutions. 

Training can improve employee perform~n9e and potential Qut if 

war;1es ?1,nd salaries are not competitive 1 the f:i.rm may:Jose the employee 

to a competitor after train~ng. Wages and salaries can be considered 

operatin!;J decisions ano.~ the;J;"efore, the :responsil;lility of the ma;nager. 

However, in small firms, the board may retain the responsibility of 

setting wages and salaries~ Wnere the board wants to retain control 

over the amount of wages and salaries paid, Qut not be involved in 

actually setting them, it may deve+OP a salary schedule plan. ~his 

plan usually sets minimQ!ll a,no. maximum salaries for each t-ype of 

position; yet, allows the manager to mak.e the final determination 

based on competition and the perfo~man~e of tpe individual. 

~n addition to meeting comp~tition on wages cmd salaries, the 

boa;i;-d needs to consider i;.he various additi1:mal benefits that the :f:L;nn 

will provide it~ employees~ Such benefits as retirement benefits help 

the fi:nn to hold employees beQ.fl.'\-l/:iEl tbeyr wip lose these benefits if 

they change jobs. Other fringe benefit~, however, s4ch as price 

discounts giyen employees on goqd,s sold by the firm, could cause 

internal problems for ~rain marl<;E;itj,ng ;f:i,rm:sf for e:xample, employees 
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with part-time farming operations could obtain their. fann supplies at 

a discount whereas the members o<;>uld not~ The members may feel they 

are unduly compensating the emplorees in this situation~ 

Trusteeship 

As trustees, the directors are opligated to protect the members' 

interests in the firm, In general, the directors ful{ill this opli-

cial condition, t*ing normal, business risl<-1:1, red,eeming 1::1tock al'.ld 

allocating savings. 

The board of directors ~ust approve important financial matters to 

insure the economic feasiqility of major ~banges~ The poard should 

prepare or have prepared a Gomplete feasibility study for such things 

as additions of new e~terprises, e;x:pa.nding or contracting the trading 

area and new ventures~ The board must carefullr review the costs and 

expected returns in these stq.dies and tl;le long-range potential o:f 

these changes, 

The board must also be lqiowledgeable in analy~ing financial state~ 

ments including the balance sheet and income statementf The balance 

sheet shows the financial condition of the business finn at a given 

t . f . h. ·~· t t f f. 12 
da e and consists o. the assets, l1ay1l1~1es and ne. wpr ho. a .1rm~ 

The income statement shows the profi. t or loss l:>y the fi:i:'m during an 

accounting period by sta~ing the source of income anp describing the 

nature ot eX!)enses~ l.'.3 (!:'he Qofl:r4 mq.st understc:!.nd the :informat;lon con,,.. 

tained in these si;:c1.tements ~nd shoul,d compare them w:i.th past statements 

to detect changes over time~ The directors ~hould .also use tinancial, 

ratios that indicate ~he fi;rm's profitability 1 solvency and liqµidity 
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because these ratios provide the i;J.;i.rectol:"s with an efficient ana effec ... 

ti ve method of aniilYzing th13 tirm' s ;finane;i.al con<ti tion, 

undertaking new ventures if ther appear profitable, but they are not to 

board should periodicii+lr rev;i.ew the types and amounts of insurance 

carried by the firm to make sure that the firm is not taking abnormal 

risks. 

The boiird must also redeem stock and alloqate SiiVings. Cooper.., 

i!iltives geperaUy :ret:lre stock when the member lec;tves the associfl.tion, 

and 1 consequently, shc;mld pla.n ahead tQ anticipate whep t):le association 

wiU be re'tiid11g stock anc:l p:11ovid1;1 func:li,i for t.J;iis purpose. If a ~a.rge 

13tockholder leaves the assoc=l,aticm, the associatioIJ may not 11.a.ve the 

funds to retire his stocks unless advance prep,!;lra,tions ill'e miide, The 

savings of the fi:nn can be returned to the patrons or retained in the 

firm to retire debt or build up funds for further e:,cpan/jiion o:i:- .ri,mprove ... 

ments. T):w boar(} must allocate these savings between tti.e firm i:i.nd the 

members and must consic:ler future plans and current debt in this 

allocation process. 

Members' Interests and a Sound Board 

The boarcl. must worl< ;for the good o::( the ent;i.r!;l cpoperative am;l 1 

therefori~, not be swayf:ld p:y a i\'Small special interest g11oup. '!');le desirel:'l 
~ 

of special interest Qroups oan preate problems when deciding upon the 

types of add:i.i;ional en,terprises the fiJ:"m w;i.ll undertake and i:;hE;'! type of 

grain that the fi:rm will me;i;,ch!:l.n.dise. The :fi;t"ql shoµld add enterprises 

that are economiaallf feasible and that will pe~efit the greatest 



number of members. '.l'he firm shou,l.d handl,E:l the graips gl;lown by most Q:f 

their members, Also, the fi:r,n may handle speciality cl;'ops if it 

appears profitable to do so~ 

Since i;he patrons are also the c:,wners of a coo];)erative, the coop .... 

erative must maintain a clos~ understapding between the members' 

interests and that of the firm. The members shoul.d understand, for 

ex~ple, the grain pricing procedure, Thus, they nee9 to know the 

factors affecting the pr:i.ce the fim f'ece;lves and also real;i,ze that 

the firm must cover e;xpenses to.rema~n in business. An understanding 

of the factors affecting price and e;xpenses that must be covered wil1 

help maintain and build the membership of the firm. 

The problem of communi~ations and understanding in cooperatives is 

somewhat less than in noncooperatives be¥ause the membership trades and 

visits at the finn. Therefo~e, the manager generally knows all, the 

member~owners of the business. Cooperatives usµally supplement this 

communication with progress reports on the finn presented in rui ann4al 

meeting~ and some firms utilize a p~riodical, newsletter to keep 

members informed of the Gurrent operations of the firm. 

The board of directors must h,el,p insure that the: future board,s of 

the ;firm will be able to adequately perform their clµties, They can do 

this by educating members Qf the cooperative Qn the qualifications for 

directors; by establi~h;i.qg eli9ibility :requirements for di.rectors; and 

by providing adequate training for board members, 

The eleci;.icm of d.ireotors i=;l),oul,d r:i,ot be based on popula.ri. ty but 

should t>e bc:lsed on the qua+i:Hpations <;>;f the ind;i.vidual ~ Members 

selected to the board should be those that can contribute to the 

effective operation o~ the cooperative, these members should be of 
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good charaGter, have an :i.nqtl:i.siUve mind, b«;i a'ble 1;,q analyze problems, 

be able to µraw conclusions'. and- have the ability to appraise men. 

The directors of cooperatives are elected by the membership during 

the annual meeting~ The board members selected should Qe the most 

qualified and they should not have special interests~ The special 

interests criteria can be a problem ~ecause all people have special 

interests. Therefore, the bqal:1d sh94ld 'pe composeo. of ctirectors who 

have different special interests so that all the members are repre­

sented~ Qne ty-pe of el;i.gibiHty ;reg_l.lirement J;"est;r,icts the l:>oard's 

members to geographic areas in which the cooperative has members. This 

method insµres that all areas a:re repreEien,ted, thus tending tQ limit 

special interest i;i:roups that may ;{arm o.ue to geograph,ical area~ 

However, it is possible that one geogpf:1.phic area ~ould have more quali-. 

:fied people. lf this is the sitµa.t:ton, geogr,a.ph,j.o restvict:i,ons might 

not allow the most qualified people ~o serve on the board. ~f the 

primary ol;>jec:tive is to limit special interest gnoups, then one proce-,. 

dure might be to have the poard made llP of people from each of the 

different types of farm spec:i.al±z~tions. This aga~n woulp tend to 

limit the sele~tiop of a well qµalif,i,ed ind,i vidµ.al i:t: his speciali t,y 

W1;ts already filled on the boavd, Therefore, it becomes impqrtan1; :for 

the members to realize both the advapt1;t9es and disadvantages in board 

selection before they e1;tn mcµce a decision that will work best for them. 

The length qf service of b9ard members is another area in which 

some hard choices have ~o be rn1;tde, This is caused by the problem of 

educating new board membe~s. ~f the cqoper1;ttive uses on the job 

training for educating new board meml,:)ers, it mQst aJlocate stlffident 

t;ime for the members i;o learn thei:r job and become profide11t. They 



would need a longeJ;" tenn of office or more te;t:'ms in office than those 

who ;receive other types of trainini;,. f{owever, !'.ii.rectors can 13.;I.so serve 

too long and may ~ot m~e an adeqµa,te contribution to the board because 

they do not utilize new ideas and methods of operating the business. 

Therefore, a balance must be made between serving long enough to learn 

the job and serving too long. 

Another type of training for directors i~ formal training. The 

advantage of formal training is th~t areas of management may be covered 

that the present board knows very little about. Fo;rmal trainin9 can be 

beneficial to increase the proficiency of both new and present members, 

However, the directors need to rea.li~e thil::i trainin9 is available anct 

reali,!!e the benefits so that they al;'e will;i.n9 to <:levote the necessary 

time. 

Another type of training is infonna.;L and can be accomplished by 

having a junior board, These people attend board meetings but do not 

have voting rights. There are two disadvantages associated with this 

type of training, F:i,rst, tne ui,e of a junior board will not r13,ise the 

level of tota;L board proficiency because only cu:i;,rent areas 0£ board 

expertise wiU be maintained. Secondly, ;if tn,e presen1: ooard selects 

the members of the junior bqa;l:'d, the present board c@ hand pick their 

successors, Thus, the board's philosophy could be maintained because 

other members would not be .ai, q~alified as the jun::ior Qoctrd members 

£or election to the board, !'rfaintain;i.ng boa:rd ph;ilosop;h.y is only a 

disadvanta~e when it keeps members with new ;i,deas or opinions from 

serving on the ooard, However, the disadvant13,ge of' h~ndffpicked junior 

boards is eliminated if' the t;oti;l.l membe:p;hip ot the cooperat;i. ve selects 

the members to serve on this board. 



ln addition to board members, the conduct of the board meeting can 

affect the f'l,l.nctiol"l;i.ng of the board. The board meeting re'l1Jires 

planning which is usually accomplished by providing the directors with 

an agenda prior to the meeting. The agenda gives the board members an 

idea of what is to be presented. In conjunction with the agenda, the 

directors should receive other materials that i:-equire some thought and 

analysis before they could reach a decision. lf these materials are 

received in advance o;f the meetillg, a deoii;;ion ca.n be made in tne 

meet;i.ng without postponing the decis;i.on until the next meeting. 

This chapter has discussed the viewpoints of ~allagement and the 

f1,mctiops o:f management, The viewpoint of ma11agement, management con,,. 

side;red as a separate enterprise, wai,; fol,md most app:roprh.te for p;ro­

viding a. f;ram,ework of analysis for this study, The five functions of 

managemen.t -- planning, organizing, direc:t;.ing, coordinating and 

controlling -- were discussed as they apply to the board of directors. 

'.l.'hese functions were foimd to qe ill. sµ:ited to p:resent the ;findings in 

this study~ Therefore, the theory from these functions was cl.PPlied 

to activities performed by the board, 

The section on application of theory corresponds to the next seven 

chapters in this study~ first, tne duties and responsibilities of a 

board of director1:> were discussed brie;f'l;y-. Next, the si:x: boar¢! dutiel:i 

were discussed based on the types of activities th~t should be 

performed within e~ch du~y. These constitute Chapters IV thro4gh rx. 



fOQ'l'NOIJ;'E~ 

1 
J. A. SchWtJpetev, +he Theo;r,y o:f Economic DeveJ,01;iment: (Camorid!;Je, 

1934), p. 66. "'"'II'- .,.....,.. 

2
Albert N. Halter, "Th,e Cnallen~e o! Manl!lgement in Agl'iculture," 

Conference Proceedings on Descri.Qing and Measuring Ma.p.agerial Ability 
and Services CDemrer, 1,9<i>'2), P:P• :1..:.6 .............. -

3
Ihid, ~ p~ 5~ 

4 
G.lenn L" Johnson, 11.Metllodology for the Managerial Input, 11 The 

Management Input in Agricl..llture (Apr:i,1, t,63), pp. '.l.-30. ' -
. I f""""!'!"I 

5Ibid., p. 12. 

P4eon Garoian and Arnold f. Hasel~y, The Board of Directors .!,a 
Agricultural Market:Lng ausinesses, Oregon Stat~ Uni v;;sity Cooperative 
Extensive Service (Co;rv~llis, ;1.963), p. 19. 

?Dalton E. McFarland, Management Principles and Practices (New 
~ .. 

York, 1958), p. 43~ 

8
For example see: Leon Garoia.p. and Arnold F, Haseley, p. 19, 

George Abshier and Robert D. Dahle, Management for Agricultural 
Marketing Finns, USDA Federal, Extension. S~:rvice (Washtngton, 1965). 

9Adapted from, ~eon Garoian and irnold F. ~aseley, The ~oard of 
Directors in AgriGultural Marketing );3u1',;i.nesses, Oregon State l,lniversity 
Cooperati,v7Exfonsion SE;lrvice. (Corvall:is, 1963), i;>P, 4..,,-;t.2, 

10
Ibid,.,p.3. 

11 
Joseph G0 Knapp, Farm.evs in Bus:i.ness (lfaE;,hington, 1963), p ~ 4. 

'.l.
2
Richard w. Sc~ennerhor~, Financial Statement Analysis for 

,AgriGul turaJ, Marketing Firms, Unive;psfty of Miiryland Cooperative 
Extension Service, Agvicultural ~conomics Jnforma~ion Series No. 24 
(Colle~e ~ark, 1964), p. 3~ 

13;i:bid~, p. 8, 



Ctt.APTER Ill; 

CijA~CTERI~TICS Of THEi BOA;FU) MEM5E:RS ANP 

INTERP~TATION OF TflE PlJU:;CTOR'S JOB 

This chapter describes the personal characterist~cs of the 

directors interviewed during the study and their :j,nterpretc1-tion of 

their job as a member <;>f 'flhe bo11rd of directors* The personal ch.arac .. 

teristics will give some insight into the type of people tl:lat serve as 

directors of cooperative g;r~in marketing firms. These characteristics 

include the ages, occupationis~ schooHng, trainin1;1 of the o,i;rectoJ;"s 

and their participation in communi~y activities. The directors' 

interpretation of their jo~ is concerned with what directors think 

their duties apd responsibilities are anµ the directo;r.1 s own eval Ul:ltion 

of his knowledge in perforrriing his gµties and responsibilit~es. 

One method to illustr11te direptors' characteristics is to describe 

a typical director, The median value will be 4sed 1:lS a desc:r-;i..pt;i.ve 

measure because the median is not affected by tht';l mag11itu.de pf extreme 

deviations from the average. Since the meqia.n gives only part of the 

information available, the range will be 4sed to give a measure of 

variation in the observations, 

The directors included in i;he study were farmers with a median 

age of 52 years. The ages of the directors ranged from 26 to 86 years 



old c).l:1.d very few of the directors were 4nder JO or over 65 years of age. 

All of the directors interviewed had farming interests; 67 were full­

time farmers and six w~re part-time farmers. They grew small grains, 

p:ri111&rily wheat, and raised livestock., primarily beef cati;le. 'l'hed,.r 

farn1s ranged from 160 to 4:,ooo acres in si~e with the median size farm 

consisting of 880 acres. 

Many of the d;i.rectors had, se:i;ived more than one term and had held 

a board office. ~n all of the cooperatives interviewed, the term of 

office for the directors was three yea;rs. 1,'he number of years seirved, 

on the boarcl ranged from. one-.foul;'th of a ye&r to 4:6 years with the 

mepian being four yea;r,s~ 'l'he typ:i,c~l director hii:;;, therefove, served 

one term and started :;;erv;i.ng a second term. The board of directors 

has three offices that directors can bold-~ the president, vice~ 

president. and secretar:y-treasul."er~ The nµmber of "board, offiGes he.1,d 

by direc;:tors ranged from none to three, with a mediGln of one. 

The directors were ~s~eci about the amo,m.t of edµcation they had 

attainep. +n convertin~ the vadous J:cind$ of' ciegrees atti;l.ined, it wa1:1 

assumed that a Bachelor of Science degree accounted for four years 

beyond high school, a Ma~ter of Science degree accounted for six years 

and a business college degree flccoµnted for one and one-half years 

beyond a high school education. The number of years of schqoling 

ranged from sevEln to 18 years with t;he median number }?eing t2 yea:rs .. 

In addition to formal ed1,tcation, the d;i.rectore can attend schools and 

short counms offered "by the Cooper&tive E;X:tension Service and by the 

various cooperative o:rgan;i.zations. F;i.:fty-si:JI: percent of the directovs 

had attended some of these training meetin~s. 'l'he final question in 

the personal data section ¢iealt witn the number of community activities 



that the directors are involved in. The number of community activities 

that directors aptively e~gage in ranged from none to five with the 

median being two. 

In summary i;nen, the typical director for all the firms inte:r ... 

viewed would be 52 years old and operates a wheat and livestock farm 

consisting of 880 acres. He has served on the board for ~our years and 

has held one bo~rd office. 'l'he typical direetor has a high school 

education and has attended some of the director training meei;ings~ 

He is also active in communi~y activities and aGtively engages in two 

;In order to isolate diffe;nmces in the characte;r,istics o'f: the 

firms' direci;o;,;-s in the stUi~:Y, the firms were divided into g:rouvs on 

the basis of si,ze and PE:ll:"formance, 'l'11,e size catE')gories consisted of 

large, medium anc;l smal,.l firms and were determined, by gross operatin~ 

income discussed in Table l of Chapter I. Per:t:o:p11ance was J.:>ased on the 

rate of retul:'n on inve/:ltmenrf; :in the local cooperative, also discussed 

in Chapter I. The firms were divided into two performance groups, one 

consisting of thos(:l firml:I that had above ave:rag~ r1;1,tes of return on 

investment and the other t;hat had below c1.verage riltes of ;return on 

investment, hereafter called group A and group B firms, respectively. 

The medians and ranges for the directors' ~haracter;i.stics for these 

groups are presented in Table IV. 

Analysis of 1able lV indicates that the directors of group A firms 

were younger thc1.n group~ directors c1.nd that the median ilge declined as 

firm size decl inec;i. The median ages of: sma.;t.l firms' d;i.recton, were 

'!' 
about 10 year~ yoqnger than the mec;lian ages of large firms' directors. 

* A$ iqQ.;i.cated by the age :ranges, tpe :percentage of directors unde;r, 



4:7 

TAB~ IV 

PERSONAL CHA~CTERISTICS OF Dil:lECTORS Fon A SAMPLE 
OF OKLAHOMA COOP~RAllVE QJlAIN MARKETING FIRMS, 

cµSSIFlED Bf PE;RFORMANCE <:iROUP AND 
SIZE OF Fim,1 

!,, :. ', ' 

Size of Gro·u:e .A Grou:e B 
Characteristics firm Median · Range Median Range 

Age (years) 
All 50 27-86 53 26-68 
Large 56 45-86 56.5 34,-65 
Medium 50 33-76 51.5 36-68 
Small 46 1 27-56 44 26 .. 59 

Farm Size (acres) 
All 800 160-2200 920 160-4000 

,Large 720 400-2200 1230 160-4000 
Medium 960 500-1750 860 204-3600 
Smali 640 160-960 800 228-4000 

tears Served (number) 
All 7 .25-46 3 .25-20 
Large 12 2-46 4 .25-20 
Medium 7 .25-31 3 .25-9 
Small 5 • 75-12 2.25 .75-16 

Board Offices Held 
(nw$er) 

Al,l 1 0-3 1 0-3 
Large 1 0-3 0 0-2 
Medium 1 0-3 1 0-3 
Small 1 0-1 1 0-2 

Education (years) 
All 12 8-16 12 7-18 
Large 12 8-15 12 9-18 
Medium 12 8-16 12 7-16 
Small 12 12-16 12 8-12 

Community Activities 
(nlJJJlber) 

All 2 0~5 2 0-5 
La:i;ge 1 0-3 2 0-5 
Medium 2 0-4 2 0-5 
Small 2 1-5 1, 0-5 



On the q1,1est;i.on of age, (iapoifl,n 1;tnd Haseley l:l'tate that the optimum 

board is one that incorpo~at~d routhf1,1l vigor with the experience of 

1 
age. The directors serving on the boards in the i;;;tµdy can both: 

nition one chooses, Among the boards in the study, four had directors 

whose ages had less than 20 years spread. Seven boards had directors 

whose ages were spread bet¥een 20 and JO years and three boards had a 

spread of more than 30 years. The four boards w.heFe the range in ages 

is less than 20 ;vec;1.rs probabl:ye do not :fit Garoian and Haseler's defi-

nition. However~ there is no reason to say this is bad from the per-

formance data since they are evenly divided between group A and group B. 

The ages of directors and the proportion of younger to older members 

probably is less :i.mporta:Q.t than the al?ility o:f the d;i.recto:r regardleiss 

of his age. 

Since older directors could have served on the board longer, one 

might expect that age and years of se~vice would be rel~ted, T4e 

number of years Qf board se;rvice d~o. decrease as the firm size de-. 

creased but the relationship was not directly related to age (see 

Table IV). The group~ directors had served less years ;in all size 

categories than had group A for the s~~ sjze category. 

40 years old inc;reased as firm size dec:;li,:;i.ei:I. Howeve:ir, the re).ative 
number of directors µnder ~O years old WiiS larger~ si~ to eight 
percent, in group~ than grqup A, except those in the medium size 
category. Thirteen percent of tne dire~tors of medium sized group A 
firms were under 4o rears old relative to only seven percent of the 
medium sized ~roup B finns' di~ectqrs. In addition, the relative 
number of directors 60 yea~s of age or older declined ~s finn size 
declined. The perqentages of ~irectors 60 years of age or older were 
the same for medium and large size f~nns but the relative number of 
directors 60 years old or older for medium si~ed firms was six percent 
larger for gvoup A than group B, 



ln Table lV, there were also spme differenoes in size qf firm with 

the group A directors tending to farm smaller units. Group A directors 

in all size groups except the mediµm group had fewer acres in their 

farms,. 

The median number of years of schooling for the directors was the 

s~e for all groupings of directors (see +able ~V), However, none of 

the small group B ;f;i,;rms' d~rec;:tors had school:i..ng beyond t\igh schqol 

while the other groups had similar percentages rang~ng from 33 to ~O 

percent. ln addition, all of the small group A f:i,rms' d;irecto;rs had 

finished high school~ 

The results of this study suggest that the schools anq short 

courses for directors do have some value and that directors should try 

to attend these meetings. A ~reater percentage of gro~p A directors 

had re~eived some t;ra:i,n;ing at meetings and short co4rses for directors 

than had group~. directors (see T~ble V)~ These results should be 

qualified to the extent that group A directors may have more time and 

more opportunities to attend these meetings qecause they generally have 

served on the board longer and have smaller farmin~ operations,. 

Interpretation of the Director's Jo~ 

The directors need to undevst~nd their duties and responsibilities 

as directors if they are i;o be effect:Lve as d:i.;rectol;'s. The dutie13 and 

responsip;ilii;ies of the di:reotol"s ~s given in maQ.agement ;Li.teratuJ:"e 

were given in Chap~er Il. !his sect;ion o! the caapter analyz~s the 

directors' responses to q~e$tions asking them to stAte their duties, 

re.sponsibili ties and whethe;r they tl'.lought they had acq1.d.:bf:ld the 

necessarr knowledge to perfonn their d~ties and responsibil~ties, 



PERCENTAGES OF Dt~CTOas THAT HAVE ATTENI)li:D TR,A.INlNG MEETINGS 
FOR A SAMPLE O;EI' OKLAHOMA COOPERATIVE GRA;J:N:MA~TING FIJWS 

CLASSIFIED BY PEIWO:RM.A.NCE GROUPS AND 13¥ SIZE OF Fl]W 

50 

Size of An· Group A Group B. i 

Firm Directors Directors Directors 

(percent) . 

Have attended All 56.16 69.70 45.00 
Training Meetings Large 40.00 55.,56 · 31.25 

Med. 65.52 73.35 57.14 
Small 63.16 11. 78 50.00 

H$Ve not All 43.84 30.30 ~5.00 
attended Large 60.00 44.44 68.75 
Training Meetings Med 34.48 26.67 42.86· 

Small 36.84 22.22 50.00 

Totals All 100.00 100.00 100.00 
Large 100 .• 00 100.00 100.00 

Med 100.00 100.00 100.00 
Small 100.00 100.00 100.00 
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Duties 

The directors' responses concerning their duties were classified 

into the six categories discussed in ~hapter II. 1he percentages of 

directors responding, including classification by ~ize and peffotmance 

* of the firms, are presented in Table VI, 

Approving financial matters was the only duty which was mentioned 

by more than half of the directors in each firm size group and per~ 

formance groupings~ Th.i.s would indicate that the d:i.rect9;rs consider 

analyzing financial matters as an important part of their dµties and 

that no differences appeared among finn size and performance groµpings~ 

In terms of percentage response, the second most important duty 

is harmonizing intere$ts and r,e;rpetµ~tin~ a so1,tnd bo~=1.:rd~ "Communi ... 

eating with members" incl.ud,ed in this avty wa$ mentioned by many of 

the respondents. More than half of the directors of the medium and 

large sized group A firms stated that hannon:i.zing intevests and peJ:'-

petuat;i.ng a sound l?oard was Pa:rt of their duties~ l1his same analysis 

of group B directors reveals less concern for this duty in comparison 

with group A firms except for the small size group. 

Establishing objectives and policies was only considered to be !'ll1 

important part of· director duties by the large size grou,p A firms~ 

Lesser importance of this duty to the other size~performance categories 

of firms' directors is indicated by the much smAl.ler percentages 

responses~ As the f:f,rm si?e dec:l;i.ned in both perfo~ance groups the 

percentage of di~ectors stating that establishing o~je~tives and 

* The titles of the duties have been sho~tened in lable VI, but 
they have the Sf\llle meantn~ a~ in Chapter II~ 



TABLE VI 

DUTIES OF DIRECTORS .AND PERCENTAGES OF DIRECTORS RESPONDING FOR A SAMPLE 
OF OKLAHOMA COOPERATIVE GRAIN MARKETING FIRMS CLASSIFIED BY FIRM 

SIZE AND PERFORMANCE GROUPS 

Duty 

Establish objectives and policies 

Elec.ting capable board officers 

Approving personnel 

Size of 
firm 

All 
Large 
Medium 
Small 

All . 
Large 
Med~um 
Small 

All 
Large 
Medium 
Sma11·· 

Appfovi.ngfinancial matters All 

Large 
Mediw.n ·· 
Small 

All Group A Group B · 
Directors Directors Directors 

· ~ r--- -------- (percent) ------------

16.44 18.18 15.00 
32.00 55.56 18.75 
10.34 6.67

8 14.29 
5.26 0 10.00 

35.62 39.39 32.50 
36.00 22.22 43.75 
37.93. 40.00 35.71 
31.58 SS.56 10.00 

21.92 . ·,;- 24.24 20.00 
20.00 11.11 25.00 
24.14 33.33 14.29 
21.05 22.22 20.00 

. ' 

69.86 72.73 67.SO 
68 • .00 66.67 ·68. 75 
6S.S2 73.33 57.14 
78.95 · 11.18 80.00 

4,.11 0 7.50 
8.00 0 12.50 
3.45 . 0 7.14 · .. 

0 Q 



TABLE VI (Continued) 

Size of All Group A Group B 
Duty firm Directors Directors Directors 

---------------- (percent) ----------------
Harmonizing interests and pre-

petuating a sound board .. - -- - . 

All 37.50 45.45 41.10 
Large 37.50 55.56 44.00 
Medium 35. 71 53.33 44.83 
Small 40.00 22.22 31.58 

Totalsb 
All 180.00 199.99 189.05 
Large 206.25 211.12 208.00 
Medium 164_.28_ 206.66 186.21 
Small :_ 160.00 177. 78 168.42 

· ··. 8None of the directors in this catego.:·y gave this activity as one of their duties .. 

b · The totals are greater .than 100 percent because some directors gave more than one 
response •. 

• 'a<"• •• • 



and policies declined also. This indicates ~hat directors qf smaller 

firms attach less importance ~o this as a part of their duties than 

do directors of larger firms. 

Only performance group B directors responded that they had the 

duty of providing planning, These responses weve ex~remely low, 

indicating very little importance is attached to this duty. 

As an aggregate, most of the directors did not state as their 

duties all tlwse suggested in management lii;eJ;"ature. l'he "totals" 

percentage response gives an indication pf the m,unber of dµ;t;ies men ... 

tioned by each director. 'l'hese pe:n~entages indicate that most di)rect·ors· 

gave approximately two of the six duties listed as being their dutieso 

.Responsibi 1 i ties 

To function: most effectively as directors, they should know their 

responsibilities as well as their dµties. The directors' responses 

concerning what they considered to be their responsibilities were 

classified into the five responsibilities explained ;i.n Chapter IJ. 

Only two of the responsibilities can be considered importa,nt to the 

directors in terms of percentage responses and there were no signifi~ 

cant findings in terms of performance or size groupings. 

The responsibilities to act in good faith and with reasonable 

care and to represent a trusteeship were given by more than half of the 

directors in most categories (see Table VII). rhe ~nly exception was 

in the small group A firm category in which the directors indicated~. 

less importance to representing a trusteeship. 

The other three;responsibili.ties i.n Ti:tble VU were not as ;i.mppr;;. 

tant in terms of percentage response. However, the directors of large 



TABLE VII 

RESPONSIBILITIES OF DIRECTORS AND PERCENTA-GES OF DIRECTORS RESPONDING FOR A SAMPLE 
OF OKLAHOMA COOPERATIVE GRAIN MAJUIBTING FIRMS CLASSIFIED BY FTRM 

SIZE AND PERFORMANCE_GROUP 

Responsibility 

Direct and should attend board 
meetings 

_Follow corporate papers 

Appoint-officers and delegate 
authority _ · 

-\Act.- 1ii:-~ocid :faith ·and rith 
-- - r-easonable _ _care -

Size of 
firm 

All 
Large 
Medium 
Small 

All 
Large 
Medium 
Small 

All 
Large 
Medium 
Small 

All 
Large 

•·Medium 
Small 

All Group A Group B 
Directors Directors Directors 

-:_ ____________ -_ (percent) _ _:_:__: ... :__:~-----.:.=---

30.14 
36.00 
24.14 

-31.ss 

8.22 
12.00 

3.45 
10.53 

30.14 
32.00 

. 31.03 
_ 26.32 

80.82 
7-6.00 
82. 76 -__ 
84.21 

27.27 
11.11 
20.00 
55.56 

6.06 
11.11 

oa 
11.11 

36.36 -
22.22 
46.67 
33.33 

84.85 
77.78 
93.33 
77.78 

32.50 
50.00 
28.57 
10.00 

10.-00 
12.50 

7.14 
10.00 

25.00 
37.50 
14.29 
20.00 

JV.50 
75.00 

_ 71.43 
90.00 

\. 
\. 



Responsibility 

. Represent a trusteeship 

b 
Totals 

TABLE VII 

Size of 
firm 

All 
Large 
Medium 
Small 

All 
Large 
Medium 
·sma11 

( Continued) 

All 
Directors 

~---------------
57.53 
56.00 
58.62 
57.89 

-206.85 
212~00 
200.00 

. <2;t1l~53 

Group A Group B 
·Directors Pi!ectors 
(percent) --------~~~~~ 

57.58 57.50 
50.00 66.67 

66.67 50.00 

33.33 80.00 

212.12 202.50 

188.89 225.00 
226;6"7 171.43 

210.00 211.11 -- - -~ -------, 

·· . 8None of the directors _in this category gave this activity as one of their responsibilitieso 
b ·_,·. . . . .· ..... 
: c'Dhe total is .greater than 1.00 percent because some directors gave more than one answer .. 
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group B firms and small group A firms indicated their responsibility to 

direct and attend board meetings was important. There are other dif­

feren,ces in the percentage responses but thesl;! do not have any special 

significance in terms of performc\nce or size groupingi:;;. 

The directors' responsibility of following corporate papers 

received a very: low percentage response. At another point in the 

interview, many directors indicated that they consult the bylaws at 

mo.st board meetings. Thus, their responsibility to foUow the;:) 

co;rporc:tte papers may have been so obvious to t:hem that they did not 

consider this worth mentioning as a responsibility. 

Most of the directors mentioned two of the five responsibilities 

given in Chapter II. This estimate of the nl.lll1ber of responsibilities 

mentioned by each director is indicated by the "Totals" percentc\ge 

reisponse. 

Acquired Adequate Knowledge 

In addition to knowing their duties and responsibil:i,ties, the 

directors must receive or acquire the knowledge to perform their duties 

c\nd responsibilities. When asked if they thought ther had received or 

acquired adequate knowledge tC! perform their dutiei;, and responsibil,:,, · :" · .. 

ities, ~~ percent of all the directors indicated that they had. More 

group B directors indicated they had adequate knowledge than group A 

directors, 47-5 percent as opposed to 39 percent. The percentages for 

the size groupings were similar to those in the performance groups 

above except in the medium size group. The percentage response was 

larger for the medium sized group A firmsl directors, 40 percent, than 

for the medil.llll size group B firms' directors, 36 percento 
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To determine the length of time the directors had to serve before 

the! felt they had acquired an adequate knowledge of perfo;nning their 

duties and responsibilities, directors' answers were compared to the 

nlJ.lllber of tenns they had served on the board (see Table VIII). For 

all directors in all sizes of firms, more directors stated they had 

acquired the necessary knowledge than those that did not after they had 

served four or more terms in office. Among all Qroup A directors, 

this position was attained after their fourth term, but for all group 

B directors, the position was attained after the third term in office. 

As the size of the firm declined, the position where more directors 

stated they had acquired knowledge than those that had not was attained 

with less terms on the board for both performance groups~ This indi .. 

cates that directors of small firms feel they heed less time to acquire 

knowledge to perform their duties and responsibilities. 

Another method that directors might use other than experience to 

gain a knowledge of duties and responsibilities would be to attend 

schools and short coursesw If these schools help the directors feel 

that they have adequate knowled~e of performing duties, then the n\Ullber 

who attended schools should have stated that they had an adeqTJate 

knowledge of duties. It was found that for all directors that attended 

schools, more of them felt they did not have adequate know.:j.eqge of 

performing duties and responsibilities than those that did (see Table 

IX). This was true for directors in both performance groups but not 

for c;lirectors of. large size firms.:· The directors in large size firms 

indicated that attending schools and short courses had no effect on 

their knowledge of performing their quties and responsibilities. It is 

possible then, that the schools and short courses may not fully train 



Number of 
terms in 
office 

1 

2 

3 

4 

TABLE VIII 

TERMS SERVED ON BOARD AND KNOWLEDGE OF PERFORMING DUTIES AND RF.SPONSIBILITIES 
FOR A SAMPLE OF OKLAHOMA COOPERATIVE GRAIN MARKETING FIRMS 

CLASSIFIED BY FIRM SIZE AND PERFORMANCE GROUP 

All directors Group A directors· 
Size of acquired knowledge acquired knowled~e 

firm Yes No Yes No 

Group B directors 
acguired knowled~e 

Yes No 

------------------------------- (percent) -----------------------------~ ---· ---- - .. ·--. ·- -·· 

8.22 24.66 9.09 15.15 7.50 32.50 
All 8.00 16.00 11.11 0 6.25 25.00 
Large 6.90 27.59 6.67 20.00 7.14 35.71 
Medium 10.53 31.58 11.11 22.22 10.00 40.00 
Small 

13.70 12.32 6.06 12.12 20.00 12.50 
All · 12.00 12.00 0 11.11 18.75 12.50 
Large 13.79 13.79 6.67 13.33 21.43 14.29 
Medium 15.79 10.53 11.11 11.11 20.00 10.00 
Small 

2.74 10.96 0 18.18 5.00 5.00. 
.·-All 

_· 4.0oa 4.,00 0 11.11 6.25 0 
Large .. 0 13.79 0 13.33 -0 14.29 
Medium 5.26 15.79 0 33.33 10.00 0 

· __ Small· --

4 .. 1.1 2.74 3.03 3.03 5.00 2.50 
All 8.00 4.00 11.11 0 6.25 6.25 
Large -· 3.~s, 3.45 0 6.67 - 7.14 0 
Medium 0 0 

·o 0 0 
Small 0 



TABLE VIII (Continued) 

Number of All directors Group A directors Group B directors 
tenns in Size of acquired knowledge acquired knowledge acquired knowledge 
office firm Yes No Yes No Yes No 

------------------------------ (percent) ---------------------------------" 

5 2.50 0 All 4.11 1.37 6.06 3.03 
Large 8.00 4.00 11.11 11.11 6.25 0 

Medium 0 0 0 0 0 0 

Small 5.26 0 11.11 0 0 0 

Over 5 7.50 0 All 10.96 4.11 15.15 9.09 
Large 12.00 8.00 11.11 22.22 1?..50 0 

Medium 13.79 3.45 26.67 6. -67 0 0 

.Small 5.26 0 0 0 10.00 0 

Totals 47.50 52.50 All 43.84 56.16 39.39 60.60 
Large 52.00 48.00 44.44 55.55 56.25 43.75 

Medium 37.93 62.07 40.01 60.00 35. 71 64.29 

Small 42.10 57.90 -33.33 66.66 50.00 · 50.00 

aThere were no respondents in this category. 



TABLE IX 

TRAINING MEETINGS PARTICIPATION AND KNOWLEDGE OF PERFORMING OOTIES AND RESPONSIBILITIES FOR A 
SAMPLE OF OKLAHOMA COOPERATIVE GRAIN MARKETING FIRMS CLASSIFIED BY 

BY FIRM SIZE AND PERFORMANCE GBOUP 

All directors Group A directors Group B directors 
Size of acquired knowled2e acguired knowled2e acguired knowledae 

firm Yes No Yes No Yes No 

---------. ------------ (percent) -------------------------------
Attend schools 

or short • 
courses 36.36 17.50 All 21.92 34. 25 27.27 32.50 

Large 24.00 24.00 33.33 33.33 18.75 18.75 
Medium 24.14 41.38 33.33 40.00 14.29 42.86 
Sma11 15.79 36.84 11.11 33.33 20.00 40.00 

Did not attend 
schools or 
short courses 24.24 30.00 20.00 All 21.92 21.92 12.12 

Large 28.00 24.00 11.ll 22.22 37.50 25.00 
Medium 13.79 20.69 6.67 20.00 21.43 21.43 
Sma11 26.32 21.05 22.22 . 33.33 30.00 10.00 

r • 

Tot;als 
43.84 

60.;60 47.50 . 52 .50 All 56.17 39.39 
Large 52 .. 00 48. oo· 44.44 55.55 56.25 43.75 

60.00 
Medium 37.93 62.07 40.00 '66.66 

35. 72 64.29 
Small 42.11 57.89 33.33 .50.00 50.00 



the directors but do make them realize their role in the firm ts 

larger than they thought. In addition, the short courses should 

encourage them to study and learn more about their role on their own. 

S1..µt1mary 

Group A directors may have more time to devote to their duties 

because they tended to have smaller farms and they have had more years 

on the board to become tarniliar with their duties. In addition, they 

tended to be slightly younger than group B directors. 

The directors considered approving important financial matters 

their most importi:int duty. Their most important responsibility was to 

act in good faith and with reasonable care. The directors indicated 

that they had to serve three terms in of!ice before they had acquired 

i:in adequate knowledge of performing their duties and responsibilities. 

In addition, it was found that the primary result from attending 

schools and short courses was to make directors realize their role as 

a director is larger than they thought. It is concluded then, that 

schools and short courses for directors do have some value and 

directors should try to attend these meetings. 

In the following chapters the analysis is shifted from the 

individual directors to the board as a decision making unit. The next 

chapter begins the analysis of the boards' activities in performing 

their duties. 



FOOTNOTES 

1
Leon Garoian and Arnold F. Haseley, The Board of Directors in 

Agricultural Ma~keting B4sinesses, Oregon 's't;te Univ;;sity Cooper-;::rive 
Extension Service (Corv~llis, 1963), pp. 106-107. 
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CttAPl'ER IV 

DEClSlON~MAKING AND DECISION A~AS 

Management ;i,.s yonce:rneq wi't;,h the task of making d~cisions tl'~at 

will keep the f:i,.nn opepating and progressing toward its objectives. 

Since the board makes decis;ons as a unit, this chapter and the pro­

ceeding chapte;t;"s contain an analysis on the ba~d.s of the board as an 

entity response. 

This chapter is composed of two parts, decision~making and 

dec;ision areas. The first part describes various aspec;:ts of decision ... 

making including the boards' pe;rcel)tion of 'business ch.anges, t;he 

working relat:lonship between ooard and manager, and the types of 

infonnation µged by the board in the decis:i,on~making process, The 

second part of the <::hapte:r d;i.sc'\,lsses the types Qf !lec:ls:i,ons made by 

the fi:nn and who in the managemen~ str~ct~re makes these decisions. 

Agriculture and farming have been un~ergoing changes, particularly 

technological c;:hanges, Th:i,s process of change has been occµrring 

rapidly in the past and is ~xpected to cont~nue in the future. Farmers 

that have maintained or increased thei~ incomes have had to adj~st 

rapidly tq keep pace with these technological changes. These changes 

have also had a spil,lover effeQt on the f:i,rms serving ;farmers. Thus, 

farme~ orientated businesses such as gr~in marketing firms have had, 
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and will continl.le tc:> have, the pJ:1oblem of anticipating changes in 

farming and recognizing how these ~han.ges will affect their businesses. 

!he agribusiness firms that analyze the qbanges in farming cor­

Fectly will have the opportunity to plan fle~ibility into t~eir opera­

tions and, therefore 1 obtain a stronger competitive position. For this 

reason, the board's and manager's th:i.n~ing on changes that may be 

neeqed in their business should be ~eepin9 pace with the agricultural 

cha:qges in their tra.o.ing area. All of the boards of c:l.irectors in this 

stu,dy indicated that their thinking and that of the manager was keeping 

pace with the agricultural changes in the:i,;r areas. 

In addition to thinking ahead, the boarq and manager must also 

work together l;lS & te<;1.m w;ith the m1;tna,9er assisting and advisin9 the 

board, 1;:>ut the manager sno,,1,l.d nqt ask the board to m~e day,.,.to ... day 

decisions. All of the bparo.s were :i.n ag;reelnent that their mana.gers 

assisted and advised them in their duties and they were also in agree­

ment that the manager did not ask the board, for too man:y decisions on 

matters which he should decide, i.e~ ~ the day-to,.,day qec;isionsr 

Although the board and IJlanage:i:- l!l'l,lst work ai;; a team, each nas 

speci;(;i.c dirUes and responsib;i,Uties anq. thesl:l should, be d:i.stl;inguished 

to promote harmony and good wo:r.~in9 r~lations, 'fhe manager is p;ri­

ma.rily responsible for the day ... to ... d,ay operat:L,m of the business wh;i.le 

the board is responsil/le :for tll-e longer~:run decii;;ions of the H:rm, In 

this stu<;ly, all o:f the boa;i:-ds indie;:ate9, tna;t tp.e directors' duties 

were &deqµ1:1:j;ely distinguisned .;from those of the milllager, '!'hese rt;'lsults 

indicate tnat problems associated wtt:P. uqclear definitions of board and 

manager duties does not occ,.ir. 

Thei board genera:J.ly ;relies on the manager to keep 'j;hem informed 



66 

on the pperation of the cooperative, Therefore, it is important that 

the directors receive enough :i-nformation from the manager to make 

proper decisions. ~11 of the bqards responded that they received 

enough information for proper deoisions from the manager. Although 

somf;! directors qualified their answer QY stating that they got all the 

information the manager had. 

'.('hroughout the personaJ :l,nterview schedule, the d;i.reytors were 

asked various questions concerni11g the types of information they 

;received and/or used to evaluate var:lous decis;i.ons. The type.s of 

information inclu.ded: operatin9 ;i.nfo:pna,Uon, informat;i.qn presentecl by 

the managEir, information to evalµate ao.ditional enterpdses, informa­

tion used to evaluate tradi~g area si~e changes, information used to 

evaluate \3Jllount of advertising and promotion, information used to 

evaluate new ventures, and info:nnation to evaluate owning or leasing 

of facilities and/or equipment~ 'l'he types of infonnat;i.on included 

under these headings is presented in Table X. In this table the infor­

mat;i.on is presented for the board as an entity giving the number pf 

boards receiving the information by size and performance group;i.ng. 

In Tabl(:} X, there were more types of information in which a 

larger percentage of group a firms' boards receiv~d and/or used the 

information than group A firms' bo&rq.s. Ignoring the "don't know" 

categories, there are 16 informat~<?n types that more of the gl;"oup B 

firms' boards indicated they received and/o;r.- used the information than 

did Qroup A firms' boards. ln five of the informatio~ types, more of 

i;he group A firms' boa;rds received ~fHl/or used· the information than did 

group a fi;nns' boards. Thus, on the pasis of these answers, it can be 



"TABLE X 

NUMBER OF BOARDS FOR A .SAMPLE OF OKLAHOMA COOPERATIVE GRAIN MARKE'I'ING .FIEMS RECEIVING 
SPECIFIC TYPES OF J;NFORMATION BY.SIZE AN:P PE!WOBMANCE<GROUP 

Types of Information 

Operating.Information: 
Budgets4 

Operating statements 

Cost Reports 

a -Periodic Progress Reports 

Review of Operations 

Size of 
· Firm 

All 
Large 
Medium 
.Small 

All 
Large 
Medium 
Small 

All 
Large 
Medium 
Small 

All 
Large 
Medium 
Small 

All 
Large 
Medium.· 
Small 

All 
Firms 

8 
2 
3 
3 

14 
4 
6 
4 

14 
4 
6 
4 

9 
2 
4 
3 

14 
4 
6 
4 

Group A Group B 
Firms Firms 

(number) ------

2 6 
0 2 
1 2 
1 2 

7 7 
2 2 
3 3 
2 2 

7 7 
2 2 
3 3 
2 2 

3 6 
0 2 
2 2 
1 2 

7 7 
2 2 
3 3 
2 2 



TABLE X (Continued) 

Size of All Group A Group B 
Types of Information Firm Firms Firms Firms _____ _,_ 

(number) _..:__~ 

Operating Plans Utilizing Budgets and Long-
Range Finances Forecast• All 7 2 s 

Large 2 0 2 
Medium 3 1 2 
Small 2 1 1 

Including: Facilities a All 7 2 s 
Large 2 0 2 
Medium 3 1 2 
Small 2 1 1 

Finances8 All 7 2 s 
Large 2 0 2 
Medium 3 1 2 
Small 2 1 1 

Personnel a All 7 ,. s 
Large 2 0 2 
Medium 3 1 2 
Small 2 1 l 

Progress Report on· Goals All 3 0 3 
Large 1 0 1 
Medium 1 0 1 
Small 1 0 1 

Information. Presented by Manager: .,..._.;.;~--

Balance Sheeta ·. All 13 6 7 .. 

Lar.ge 4 2 2 
Medium s 2 3 
Small 4 2 2 



TABLE X (Continued) 

Types of Information 

. a 
Comparative Balance Sheet 

Income Statement8 

a Comparative Income Statement 

a Margins 

Other (Bank Balance, Inventory, Budgets, 
Cash Flow) 

Information to Evaluat·e Additional Enterprise: 

Size of 
Firm 

All 
Large 
Medium 
Small 

All 
Large 
Medium 
Small 

All 
l.arge 
Medium 
Small 

All 
Large 
Medium 
Small 

All 
Large 
Medium 
Small 

Need, Benefits and Service to Community, 
and Volumeb All 

Large 
Medium 
Small 

All 
Firms 

4 
1 
2 
1 

13 
4 
s 
-4 

4 
1 
2 
l 

13 
4 
s 
4 

2 
0 . 
1 
1 

9 
3 
3 
3 

Croup A Croup B 
Firms Firms 

(number)----

1 
0 
1 
0 

6 
2 
2 
2 

1 
0 
l 
0 

6 
2 
2 
2 

1 
0 
1 
0 

3 
1 
1 
1 

1 
2 
3 
2 

3 
l 
1 
1 

1 
2 
3 
2 

1 
0 
0 
1 

4 
1 
2 
1 



TABLE X (Continued) 

Types of Information 

Financial (Cost, Returns, Financing)8 

Other (Do No.t Co111pete with Other 
Business~s) 

~nformation Used to Evaluate Trading Area 
Size Changes: 
Need, -Benefit and -Service to Community, 

ani:I Volume4 

. ·. b 
Financial (Costs, Returns, Financing) 

d 'a·1c1n· •t 1cn·owb Boat s that . 

Information Used to Evaluate Amount of 
Advertising and Promotion.: 

Size of 
Firm 

All 
Large 
Medium 
Small 

All 
Large 
Medium 
Small 

All 
Large 
Medium 
Small 

All 
Lar-ge 
Medium 
Small· 

All 
Large 
Medium 
Small 

All 
Firms 

9-
3 
3 
3 

1 
0 
1 
0 

7 
3 
2 
2 

11 
3 
4 
4 

l 
0 
0 
0 

Group A Group B 
Firms Firms 

(number) ----

4 5 
2 1 
1 2 
1 2 

1 O 
0 0 
1 0 
0 0 

3 4 
2· 1 
1 1 
0 2 

6 S 
2 1 
2 2 
2 2 

1 O 
0 0 
0 0 
1 0 



TABLE X (Continued) 

Size of All Group A Group B 
'.!I:l?es of Information Firm Firms Firms Firms --- (number) -

Financing (Costs, Effectiveness, Sales) a All 3 1 2 
Large 1 1 0 
Medium 1 0 1 
Small 1 0 1 

Boards that didn't know All 8 4 4 
Large 2 1 1 
Medium ' 2 2 
Small 2 1 1 

Information Used --to -Evaluate New Ventures: 
Need, Benefit and S.ervlce to Community, 
· and V.olumeb · All s 4 1 

Lar.ge 1 1 0 
Medium 3 2 1 
Small 1 1 0 

Financial (Costs, Returns, Financing)b · All 11 6 s 
Large 3 2 1 
Medium s 3 2 
Small 3 1 2 

Visit other Facilities b All l l 0 
Large : . 0 0 0 

. Medium 1 1 0 
·~ 

Small 0 0 0 

Information to Evaluate Owning or Lea$ing: 
Financial (Costs, Returns, Financing)a All 11 s 6 

.· Large 3 1 2 
Medium 4 2 2 
Small 4 2. 2 



Type of Information 

Boards that didn't kn~w 

TABLE X (Continued) 

Size.of 
Firm 

Ail 
Large 
Medium 
Small . 

All 
Firms 

--------
4 
0 
2 
2 

Group A 
Firms 

(number) 

2 
0 
1 
1 

8J:nformation types received and/or used by more group B than group A boards. 

blnformation types r-ece.ived and/or used by more- group A than _group B boards. 

Group B 
. Firms 

2 
0 
1 
1 



concl4ded that more of the bQards of group B firms are recei.v:i,ng and/or 

using more types of information to make de~isiQns. 

One qf the important types of i.nformation that should l::>e 1,.1sect in 

dedsion maki.ng consists of b4dgei;s. :aud9ets are projected costs and 

revenues ;for the firm and/or enterprises in the firm. In 'l'al;>le X~ the 

;fo,l.lowing types of infonn1:1.tion can be considered bud9ets: "buctgets" 

and ''operating plans utUi:zing b'l.ldgets i:1,nd lcimQ .. range finances forecast" 

under the heading of operating in:f'orma.'tion; and "f.:Lnancial" µnder the 

headings of information to evaluate additional enterprises, information 

used to evaluate trading area si~e changes, information used tq evalu­

ate new ventµres and information used to evaluate owning or leasing. 

More boards of group B fililJs ~ndi.qated they reqeived b1,.1dgets and 

budgeting information than did b~~rds of group A firms. More than half 

of the boards in both group A and B received b4dgets to evaluate lar~e 

financial decisions (incl4ding adctitional ente:rprises, tr1:1.cting terri­

tory changes, new ventl.lres, an<:l owning or leasing decisions). More 

than half of the group B firms'and less th~n half of the group A firms' 

boards re~ei.ved budgets to evaluate qperations (which may include grain 

handling, fert:i,,1 izer sales I feed sales or petrolewn sales). 

Budgets to be µsed in large financial decisions are only part of 

the information needed by the board~ The additional information re.., 

quired would be :i.ncluded in a carefully prepared feas;iJ:,il:i, ty study. 

'l'his study should include an estimc;lte of th~ demand, reflecting need, 

benefits and service to the community and from this a projection of 

the expected vol ~e. Further, th,e volume slwul cl pe estimated in J:>oth 

the sn,ort- .arid long-term~ Next, the board. needs est;imc1.tes of J:'f:!qt,dred 

facilities, equipment and personnel tor the proposed tacility to 



determine costs and to determine tne Qrea.k,even volu~e needed at competi-

tive prices or estimated priqes. These estimates will allow detenni-

nation of expected profits or losses from the facility, The infor-

mation for this type of study can be obta~ned by surveying the present 

members and/or expected patrons, visiting other facilities, utilizing 

studies prepared by colleges or other ;f;i,.nns and info:rmatior:i. from trade 

publ .i,cations, 

Very few of th~. bo&rd~ indicated i;hat they prl;lpare a complete 

feasibility study but many did inqicate they obtained or formuiated 

estimates that would constitute a reasonably complete stud/ to evaluate 

a<;lditional enterp:r.:i.ses, trad.i,pg area sli,ze cqanges and new'ven..., 

tutes. · Mor$ tb.an half of th.e boards in ooth performance groups indi~ 

cated they prepared a reasonably complete study tp evaluate additional 

enterprises. Only boaJ'ds o! :t'i;nns i:n group ;e indicated a :reasonably 

complete study was used by more th&n one~half of the firms to evaluate 

trading area si2ie changes. More than halt of the firms :in the 9roup A 

performance gro4p indicated they hao. a reasonably compl,ete study to 

evaluate new venturesr 

In addition to receiving :f;'easibility inf9rmation t)1.e board should 

receive information to evaluate the current operation of the firm~ 

As indicated earlier, a majority of the 9oards of firms in group A do 

* The estimates for a ,:eaf!lonably complete :feasibilHy study indic:at~ 
the information types in Table IX consisting of need, benefits and 
service to ~ommuni~y, and volume, and finanqia1 information. lf these 
estimates were fully evq.lu,ated, a complete :fea:sibil:i,.ty stµ.dy would 
result. However, many times an estimate of need and costs were 
indicated without an indication that these were 9arried to the point 
of estimating brealceven volume or a SP!i!Ci:t'ic profit or loss figure. 



not qse budgets to evaluate current operat:i.ons~ Furt;hennore, a majority 

of them do not receive period:i.o progress reports. A majority of all 

the boards recei.ved op,~rating statements, cost reports, balance sheets, 

income statements and qperat:i.ng m~rgins;(~he difference between prices 

paid and received by t;he::firm). Thus, the boards of many firms in 

group A are only receivin9 the results of operations, while more of the 

boards of group a firms are receiving this information plus budgets 

which give expected results from operations. One explanation for the 

smaller response from group A fi:nns 9oµld be that these boards did not 

recognize that projepted income statements are in fact budgets. 

All of the boards of directors stated that they criticalJ.y re• 

viewed the methods of operationi;, ln atmoist all firms, 11 qf 1~, tn,is 

review was conducted at eac;h board meeting. The firms that did not 

review operations at each board meeting were in the small and medium 

sized group A category, Tn.ere was no majority among all the boards 

on what types of informat~on were reviewed when they evaluated the 

methods of operations. More of th,e g:ro\clp a firms' boards, four of 

seven, stated that they reviewed th,e financial statement and three of 

the seven group A firms' boards indicated they reviewed all departments 

of the firm. 

When the diFectors :i;-eview operations, they should ask questi.ons 

that go beyond the financial information to discover w;hy various 

departments perform as they do. In this way, the directors can: help 

point out potential problem areas that need correction before the 

problem gets too iarge. All of the poards indicated that their members 

demonstrated skill in asking questions reg~rdi;ng operations. 

The managers of the firms ~;n the study. are presenting the types o;f 



?(;> 

operating information that their bqarqs want. The directors inter­

viewed were reminded of th~~r legal, social, and ethical obligations 

and asked what types of information the manager should present so that 

they could :fulfill these obligations, The boards of all firms but one 

stated that :fipancial information shoul<l be presente<l by the manager. 

The board that did not indicate financial information should be pre­

sented had no agreement among the majority of its members as to the 

information that should be present~d. Even in this case, the most 

common answer was financial information, Thus 1 the boards are re~ 

ceiving the types of information t~at they want from the manager. In 

addHion, most of the d.;i.reptors WQl.llc.l 1;1.g;i;-ee with the one that stated, 

"if we Wi;lnt certain ;i.n:format:i..op, we as~ :fq;r it and the manager providE:ls 

it." In only 26 percent of the ca.ses d,id the directors ;indicate that 

that th~y wanted something that the manager was not alre1;1.dy provid.ing. 

Their answers included member and/or pµblic relations, market trends, 

an<l present all sides of eve:i:y~l:ting. 

~dditional information on th(:) tyPes of information that the 

managers present to their poards was available from the mail manage~ 

ment questionnaire. The fi;l;'llls we~e asked to indicate the types of 

materials that the manc\ger p;rresents to the board. The cho;i.ces given 

in the questionnaire included the annual audit, ratio analysis, charts 

and graphs and a category for other answers which usually was recorded 

as monthly financial statements. These responses a:re presentE:!Q in 

Table XI for size and perform~nce groups. 

Analysis of 1able xi indicates that mo~t boards received the 

annuc1l auc!.i t ( see th,e percE!n'l:ages undeJ;' "alll! for size of firm). While 

the percentages for all firms for the all size category are similar, 
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'l'ABt,E :Xl 

PERCENTAGES OF MANAGE~ FOR A SAMPLE OF Q~LAHOM,A. COOPERATIVE GRAIN 
MARKETING FIRMS Wf{O INUICATEP THAT THE BOARDS RECEIVED SPECIFIC 

TYPES OF MATERlA4S aY SIZE ANP PERFORMANCE GROUP 

Type 
of 

Hate rial 

Annual Audit 

Ratio Analysis 

Charts and Graphs 

Other 

. b 
Totals 

Size 
of 

Firm 

All 
Large 
Hedi um 
Small 

All 
Large 
Hedi um 
Small 

All 
Large 
Medium 
Small 

All 
Large 
Medium 
Small 

All 
Large 

-. Hedium 
Small 

All 
Finns 

,· ,---......... --..... --
82.93 
71.43 
91. 30 
72. 73 

21.95 
57.14 
13.04 
18.18 

24.39 
7l.43 
17.39 
·9.09 

21,95 
71.43 
13.04 
9.09 

151.22 
271.43 
1311. 77 
109.09 

Group A Group B 
.Finni, Firms 

(\)ercent) ----.. ..;--.,.--.... ·, 

77. 78 92.86 
60.00 100.00 
93.33 87.50 
57.14 . 100.00 

22.22 21.43 
60.00 50.00 
13.33 12.50 
14.29 25.00 

14.81 42.86 
60.00 100.00 

6 .• 67 a 37.50 
0 25.00 

25.93 14.29 
80.00 so.on 
13.33 1z.so 
14.29 0 

140.74 171.44 . 
260.00 300,00 
126.66 150.00 
85. 72 150.00 

8None of the m1µ1agers in this category indicated their boards 
received this type of information. 

b . .. .. . .·. 
The totals are large~ than 100 percent ~ecause s~me managers 

gave 111ore than one answer .• 
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:relatively more of the large firms presenrted•'fatio anlllys:i,.s, · charts and 

graphs and other information than did medium or small firms. 

The results from the mail survey indicate that boards of large 

firms receive more useable information than do other directors, 

However, this conclusion was not substantiated in the personal inter~ 

view survey, One explanation may be t):iat the,'direc:j;ors in the personal. 

interview survey cons;i.der the charts, graphs and ratio analysis part 

of arn::l included in the balance sheets and income statements usually 

presented. 

Pecision Areas 

In this section," the boards' responses on who makes various 

decisions are compared to the e~ected decision areas included in 

Table III of Chapter II. The comparison will allow analysis on whether 

the board and/or the manager are making decisions in the expected 

areas and also on whether the boards stated certain deci1;dons are made 

by any person or group in the firm~ 

Throughout the personal interview schedule, the directors were 

asked questions concerning who makes various decisions and whether 

certain dec;i.sions were deoided by certai:ri ind,:i,viduals or groups. The 

boards' responses to these questions are prese:rited in Table XII, The 

responses ;;i.re grouped by size and performance categor;i.es and all the 

decision activities are presented under the e~ected decision-maker to 

facilitate analysisf The only decisions not included in Table XII, 

that are in Table III, are establishing objectives 1 establishing 

policies and developing loni;i-range pl:ans. 

In almost two-thirds of the activities in Table XII, a significant 



TABLE XII 

ACTIVITIES IN WHICH THE BOARD OF A SAMPLE OF OKLAHOMA COOPERATIVE GRAIN MARKETING FIRMS INDICATED 
DECISIONS ARE MADE BY BOARD, BOARD AND MANAGER., AND MANAGER, 

CLASSIFIED BY PERFORMANCE GROUPS AND SIZE OF FIRM 

All Firms Group A Firms Group B Firms 
Decisions made bI Decisions made bI Decisions made bI 

Board Board Board 
Size of and and and 

Activities Firm Board Manager Manager Board _Manager Manager Board Manager Manager 

-----·-- (ntnber) --- -------------------
E!Eected Board Activities: 

Annually review corporate 
papers All 9 oa 0 5 0 0 0 0 0 

Large 1 0 0 1 0 0 0 0 0 
Medium 4 0 0 2 0 0 2 0 0 
Small 4 0 0 2 0 0 2 0 0 

Evaluate progress in rela-
tion to goals All 3 0 0 0 0 0 3 0 0 

Large 1 0 · O 0 0 0 1 0 0 
· Medium 1 0 0 0 0 .. ·o 1 0 0 

; . . Small 1 0 0 . . . 0 0 0 1 0 0 

Approves pr~motions All 8 2 1 5 1 1 3 l 0 
Large 2 ,. 0 1 1 0 . 1 0 0 
Medium · 3 o. ·1 - 2 0 1 1 0 0 

~ : ..,.. Small 3 1 0 2 0 0 1 1 0 
• I 

tevi~ :~nager's evalua-
tion · of personnel All 14 0 0 7 0 0 7 0 0 

Large 4 0 . 0 2 ·o . ·O 2 0 0 
Medium 6 0 · o 3 0 0 3 0 0 
Small 4 0 0 2 0 0 2 0 0 



Activities 

Approve type of additional 
enterprisesb 

Approve expansi'On or con­
traction of trade areac 

Establish allocation of 
profits or savings 

" 
I • • • 

Expected.Board with Manager .. 
Activities.: 

... /Critically reviews methods 
}:\ \of operation · 

-~--.;/:.:_\: .. 
. i ... ~ 

: J. Establish goals for the 
firm 

Size of 
Firm 

All 
Large 
Medium 
Small 

All 
Large 
Medium 
Small 

All 
Large 
Medium 
Small 

All 
Large 
Medium 
Small 

All 
Large 
Medium 
.Small 

TABLE XII (Continued) 

All Firms 
Decisions made by 

Board 
and 

Group A Firms 
Decisions made by 

Board 
and 

Group B Firms 
Decisions made by 

Board 
and 

Board Manager Manager Board Manager Manager Board Manager Manager 
----------------------------(number)-----------------------------

7 
l 
3 
3 

6 
l 
2 
3 

12 
3 
5 
4 

0 
0 
0 
0 

0 
0 
0 
0 

5 
2 
2 
l 

l 
l 
0 
0 

l 
1 

. 0 .: 
0 

14 
4 
6 
4 

3 
1 
1 

.. 1 

0 
0 
0 
0 

0 
0 
0 
0 

0 

0 
0 
0 

0 
0 
0 
0 

0 
0 
0 
0 

4 
l 
2 
l 

2 
0 
l 
l 

5 
l 
2 
2 

0 
0 
0 
0 

0 
0 
0 
0 

3 
l 
1 
l 

l 
l 
0 
0 

l 
l 
0 
0 

7 
2 
3 
2 

0 
·o 

0 
0 

0 
0 
0 
0 

0 
1 
0 

0 

0 
0 
0 
0 

0 
0 
0 
0. 

0 
0 
0 
0 

3 2 
0 l 
r 1 
2 0 

4 0 
l 0 
l 0 
2 0 

7 O 
2 O 
3 O 
2 0 

O 7 
O 2 
O 3 
0 2 

O . 3·· 
0 1· 
0 l 
0 . 1 

0 
0 
0 
0 

0 
0 

0 
0 

0 
0 
0 
0 

0 
0 
0 
0 



Activities 

Review policies annually 

Determine goal for share 
of grain marketb 

Determine goal for share 
of merchandise and 
service mark,ei.b• 

Size of 
Firm 

All 
Large 
Medium 
Small 

All 
Large 
Medium 
Small 

All 

All 
<_ Large 

·Medium 
Small 

TABLE xn (Continued) 

All Firms 
Decisions made by 

Board 
and 

Group A Firms 
Decisions made by 

Board 
and 

Group B Firms 
Decisions made by 

Board 
and 

Board Manager Manager Board Manager Manager Board Manager Manager 
-----------------(number)--------------

0 
0 
0 
0 

1 
0 
1 
0 

() 

0 
0 
0 

·2 
o· 
0-· 

.' i'< 

0 
: '0 
··-'.o ... 

' r; 
0 
3 
2 

1 
1 
0 
0 

o·, 
0 
·o· .i:, 

0 

10· 
3 
3 

',,4 

7_· 

0 
0 
0 
0 

1 
0 
0 
1 

3 
1 
1 
1 

0 
0 
0 
0 

0, 

0 
0 
0 

3 0 0 2 0 
0 0 0 0 0 
2 0 0 1 0 
1 0 0 1 0 

0 0 1 1 1 
0 0 0 1 0 
0 0 1 0 0 
0 0 0 0 1 

0 0 0 0 3 
0 0 0 1 
0 0 0 1 
0 0 0 1 

6 0 
2 0 
3 0 
l 0 

0 
0 
0 



Activities 

Evaluate opt:\,<>n of owning 
or leasing , 

\ 

Develop Jtnnualfinancial 
plansb 

D.etermine c:r.adit . guideli~es b 

----

Size of 
Firm 

Large 
Medit.an 
Small 

All 
Large 
Medit.an 
Small 

All 
.Large 
Medit.an 
Small 

All 
Large··· 
Medi uni 

. sma11 · 

TABLE XII (Continued) 

All Firms Group A Firms Group B Firms 
Decisions made by De.cisions made by Decisions made by 

Board Board Board 
and and and 

Board Manager Manager Board Manager Manager Board Manager Manager 

------------------------~- (number) -------------------------~ 

1 3 0 0- 2 0 1 1 0 
1 3 1 
2 1 0 

0 2 0 1 1 1 
1 0 0 1 1 0 

4 5 1 1 3 1 3 2 0 
0 2 0 0 1 0 ·o 1 0 
2 2 0 0 2 0 2 0 0 
2 1 1 1 0 1 .1 1 0 

0 2 1 0 1 0 0 1 1 
0 L 1 0 1 0 0 0 1 
.o 0 0 0 0 0 0 0 0 
0 1 0 0 0 0 0 1 0 

.1 7 2 0 1 2 1 6 0 
0 2 0 0 O· 0 0 2 0 

... 0 3 1 0 0 1 0 3 0 
1. . · .. 2. :1'- 0 1 · .1 .. 1 1 0 

)\f0ig:~ttei,~~~ount:s: rec:~1,;{ All . .· 2 9 0 

· Large . _ o · . 3 . o 
l 4 0 l 0 
o· 2 0. 0 0 

: ·\'En~t~i,u:zie 'amount of adver­
.. ,\'. Ci:~ising and proDIOtion b 

Medium.: ....... -oj'-'· -- · ··4, ·: ·--,'"'·--o···· · 
_Small .2 2 O 

All 
Large· 
Medium 
Small 

1 
0 

.1 
:o. 

·3 
2 
0 
1 

0 

1 

0 
·o. 

1 .0. 0 0 

1 0 · 1< 0 



TABLE XII (Continued) 

All Firms Group A Firms Group B Firms 
Decisions made bI Decisions made bI Decisions made hI 

Board Board Board 
Size of· and and and 

Activities Firm Board Manager Manager Board Manager Manager Board Manager Manager 

---------------------------- (number) -----------------------------
ExEected Manager Activities: 

Provide board meeting agenda All 0 0 6 0 0 2 0 0 4 
Large 0 0 2 0 0 1 0 0 l 
Medium 0 0 2 0 0 1 0 0 1 
Small 0 0 2 0 0 0 0 0 2 

Assist and advise board All 0 0 14 0 0 7 0 0 7 
Large 0 0 4 0 0 2 0 0 2 
Medi tun 0 0 6 0 0 3 0 0 3 
Small 0 0 4 0 0 2 0 0 2 

Select, discipline and 
release employees All 0 0 14 0 0 7 0 0 7 

Large 0 o· 4 0 0 2 0 0 2 
Medium 0 0 6 0 0 3 0 0 3 

··. ', 
Small 0 o· 4 0 0 2 0 0 2 

's~lariesb All 8 s 1 5 2 .0 3 3 1 
Large 1 2 1 1 1 0 1 1 

· Medium .. 4 2. 0 2 1 O· 1 0 
Small 3 1 · . 0 2 0 0 ·. 1 0 

All 9 4 1 5 2 0 2 1 
Large ·2 1 1. l .. ·.,1'_ .. 0 1 
Medi tun 4 2 0 2 1 0 
Small 3 1 0 2 0 0 

inspec-
All 1 0 8 0 0 
Large 0 0 3 0 0 
Medium 0 0 4 ·o 
Small '. l 0 ,.i 0 



TABLE XI:I (Continued) 

All Firms Group A Firms Group B Firms 
Decisions made b:f: Decisions made bI Decisions made bI 

Board Board Board 
Size of and and and 

Activities Firm Board Manager Manager Board Manager Manager Board Manager Manager 
-- (number)---- ----

Determine gEains to be mer-
chandised All 0 1 11 0 1 5 0 0 6 

Large 0 1. 3 0 l 1 0 0 2 
Medium 0 0 4 0 0 2 0 0 2 
Small 0 0 4 0 0 2 0 0 2 

Determine where ,grain will 
be sold All 0 0 14 0 0 7 0 0 7 

Large 0 0 4 0 0 2 0 0 2 
Medium 0 0 6 0 0 3 0 0 3 
Small 0 0 4 0 0 2 0 0 2 

Determine where merchan-
dise will be purchased All 0 2 11 0 1 5 0 l 6 

Large 0 0 4 0 0 2 0 0 2 
Medium 0 1 4 0 0 2 0 1 2 
Small 0 1 3 0 1 1 0 0 2 

Set prices for grain All 0 0 13 0 0 6 0 0 7 
Large 0 0 4 0 0 2 0 0 2 
Medium 0 0 5 0 0 2 0 0 3 
Small 0 0 4 0 0 2 0 0 2 

-s'et- prices for mercban-
dise and services b All 0 3 9 0 2 4 0 1 5 

Large 0 0 4 0 0 2 0 0 2 
Medium 0 3 l 0 2 o . 0 1 1 
Small 0 0 4 0 0 2 0 0 2 

Determine type of adveT-
tising and promotionb All 1 3 9 0 1 5 1 2 4 

Large 0 2 2 0 1 1 0 1 1 



Activities 

Evaluate use of men and 
equipment 

8None of the boards 

Size of 
Firm 

Medium 
Small 

All 
Large 
Medium 
Small 

TABLE XII (Continued) 

All Firms Group A Firms Group B Firms 
Decisions made by Decisions made by Decisions made by 

&~ ~~ ~~ 

and and and 
Board Manager Manager Board Manager Manager Board Manager Manager 
-------------------------- (number) --------.------ ---------

1 0 4 0 0 2 1 0 2 
0 1 3 0 0 2 0 1 1 

0 1 12 0 0 6 0 1 6 
0 0 3 0 0 1 0 0 2 
0 0 6 0 0 3 0 0 3 
0 1 3 0 0 2 0 1 1 

stated this decision was made by this decision maker. 

bActivities in which there was a significant departure from the expected decision maker. 

cFour of the boards indicated that the stockholders decided on expansion or contraction of the trade 
area. The stockholders were indicated by one of the large gr~up B firms, two of the medium group A and 
one of the.medium group B firms. 



number of bpards declared that if anyone made the decision the expected 

decision-maker as shown in Table III made the decision. On the other 

hand, tj:lere were 12 activities in which the:r;-e was a significant depar ... 

ture from the expected decision-make:r;- (noted in Table XII). 

There are several reasons why there could be a significant depar­

ture from the expected decision-makerr The expected decision-maker 

in Table IIJ should not necessarily ~e viewed as the absolute final 

answer. Table III was developed on the basis that day-to-day decisions 

and all other decisions are delegated by the board except financially 

important decisions involving major firm changes. Those decisions made 

by the board and manager include activities that the board should 

delegate authority for development of proposals but reserve review and 

approval authority for these proposals. However, the respective abili­

ties of the board and the manager, the time each has available for 

making decisions and the relative importance of the decision within 

each firm will influence which person or group will make the decision. 

Therefore' the 12 'acti vi tie's ir{ -wliichtlie)re was ·a. §1~frHlieint11:1li@jjartU.re are 

only important from the standpoint that they illustrate the degree of 

delegation of authority in these fi:nns. 

Although a significant number of boards indicated that the board 

and manager approved the tyPe of additional enterprises, the boards 

have not delegated all authority for this decision. The types of 

additional enterprises that the firm engages in could substantially 

change the firm and, therefore, were considered as a board type 

decision. However, since the board and manager must work as a team, 

the manager would be consulted in this type of decision and it would be 
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reasonable that both the board and the manager could make the decision 

on the type of ado.itional enterprises the firm would undertake. 

In determining the goals for the share ot the grain, merchandise 

and serv;i.ce marketi;;, the manager shoulcl determine the goals subject to 

a review and approval by the board. ~hus, these goals were considered 

as a decision for both the board and the manager. One firm's board 

indicated the whole authority for developing goals for the grain market 

was delegated to the manager and one board did not delegate this 

authority. All of the boards that gave answers indicated that they 

delegated all authority for determining the goal for the share of the 

merchandise and service market, ~herefore, more of the boards indi­

cated these decisions were delegated to the manager than expected. 

A significant number of the boards, especially among group B 

firms, indicated that they did not delegate any author;i.ty to evaluate 

the insurance coverage of the fi:rmo It was expected that the board 

would consult with the: manager in evaluating the firm's insurance 

coverage; which most of the boards indicated they did. However, only 

one board indicated that they did delegate authority to the manager 

to evaluate the insurance coverage. 

The boards indicated similar responses to evaluating owning or 

leasing equipment or facilities as they did in evaluating the insurance 

coverage. More of the boards, especially among group B firms, indi­

cated they did not delegate any authority to evaluate the option of 

owning or leasing. It was expected th.at the manager would receive or 

obtain the information on which to make a decision and then consult 

with the board before a decision was Tinalized. In fact, more of the 

group A firms' boards indicated the decis~on was made jointly with the 
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manager but among group B firms' boards, more of the boards indicated 

they made the decision. Almost all of the boards indicated that they 

did keep the authority for evaluating owning or leasing equipment or 

facilities even though some did share the authority with the manager. 

A significant number of the boards in relation to all boards 

answering the question indicated that the manager has authority for 

developing annual financial plans. Since the board has limited time, 

the manager would develop a proposed financial plan which would be 

presented to the board for approval. The largest number of boards 

indicated the board and manager develop~d the annual financial plan 

which would support the above statement. 

A significant number of the group A firms' boards indicated that 

they delegate authority to the manager to develop credit guidelines 

whereas the group B firms' boards did not, Since bad debts can become 

too large without an appropriate credit guideline which allows competi­

tive flexibility and safeguards f~r the firm, the board and manager 

should both develop this policy. In a majority of the firms, the 

boards indicated the credit guidelines were developed in this manner. 

A majority of the boards indicated that the manager determined the 

amount of advertising and promotion whereas the board was expected to 

participate in this decision as they fulfill their controlling duties. 

Most of the boards gave the impression that they did very little 

advertising and that it was not larg~ enough to worry about. Thus, 

many of the boards delegated this decision to the manager since it was 

not large enough for the board to consider. Those boards that dele­

gated the decision for determining the µI11ount of advertising and 

promotion also delegated the decision on determining the type of 



advertising and promotion. It was expected that determining the type 

of advertising and promotion would be delegated to the manager and for 

most firms this decision was delegated. However, a signific~t number 

of boards, primarily group B, indicated the board retained some author­

ity in this area, 

A significant number of the boards indicated that they did not 

delegate authority for setting wages, salaries and giving raises, The 

board should set the manager's salary and other salaried positions 

which would include the assistant manager or manage;rs because these 

positions are management training positions and the salary must be 

competitive to hold the trainees. The board should delegate the 

authority for setting other, non-management, wages to the manager. 

Most of the bylaws of the firms in this study state that the board 

shall set the manager's salary and render such other help as is 

necessary to operate the business. Thus, it is assumed that most of 

the firms' boards interpretated this statement to mean that they set 

both salaries and wages. The one firm that indicated the manager set 

salaries and wages had stated in their bylaws that the manager would 

set the other employees 9ompensation but the board would set the 

manager's salary. 

Some of the boards indicated that both the board and manager 

decided the prices for merchandise and services. Since competitive 

conditions can change rapidly, it was expected that the authority for 

determining prices would be given to the manager. However, the 

manager may want to discuss the margins for merchandise and services 

with the board particularly if changes in the margins are considered 

to be long~range changes. 
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Another interesting aspect of Table XII concerns those activities 

in which many of the firms' boards did not indicate a board majority 

answer on who made the decision implying that the decision probably 

was not made. However, since the manager always attends the board 

meeting, it is possible that a particular decision was made but the 

directors would not agree upon specifically who made the decision. 

On other decisions, these may be made by the manager and not discussed 

so that the board would not be aware that the manager performed the 

activity. For some of the activities, the directors were asked for 

additional information that would give furtµer insights into whether 

the decision was made. These will be discussed more fully in the 

followi;ng c;:ha.;vters. Given these qualifications, many of the boards of 

all firms indicated that decisions were not made on the activities of 

establishing goals of all types, using goals to evaluate progress, 

reviewing policies annually, developing annual financial plans and 

providing an agenda for board meetings. The activities that were 

probably not performed by group A firms were the same as for all firm1;1 

out for group ;B firms, they only indicated, the activities of "review 

policies annually" and "develop annual financial plans" were probably 

not developed. In addition, there were a larger number of activities 

that were probably not performed by large size firms than the other 

size categories. 

Additional information is available from the mail management 

survey on the areas in which the boa.rd makes decisions as viewed by 

the manager. The managers were given choices in which it was expected 

that the board should be making decisions including: over-all company 

objectives, over-all qompany policies, over-al:J. company goals, and, 
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long-range and consequential commitment of resources (see Table XIII). 

A significant percentage of the managers indicated that the boards 

of their firms made decisions on over-all company objectives and over­

all company policies. Direct comparisons between the mail management 

survey and the personal interview survey are not possible in these 

areas because the boards were not specifically asked who made these 

decisions because it was assumed that boards did establish the objec­

tives and~policies of the firm. 

When the results from the two surveys are compared, relative to 

who sets goals in the firm, it was found that many managers indicated 

the board made these decisions and the boards stated that the board 

with "the·mahager:set the goals for the firm. However, for specific 

goals, the boards stated the managers made these decisions. Thus, 

there seems to be some confusion between the board and manager as to 

who decides on goals. In addition, the manager's responses that the 

board makes decisions indicates a much larger number of firms that have 

goals than the boards' responses would indicate. The boards may have 

not realized that they were deciding upon goals, whereas the managers 

did, thus explaining the differences. 

The relative number of boards and managers in the two surveys 

who declared that the board made decisions on long-range and conse­

quential commitment of resources were about the same. Forty-three 

percent of the boards stated they made these decisions and 54 percent 

of the managers stated the boards made these decisions. For comparison 

purposes, long-range and consequential commitment of resources would 

include the activities o;f approve type of additional enterprises and 

approve expansion or contraction of trade.area in Table XII. 



TABLE XIII 

~AGERS I INTERPRETATI;oN .OF .. 'l'HE AREAS .. IN WiiICii . THE .. BOARD MAKES 
DECISIONS FORA SAMPLE OF OKLAHOMA COOPERATIVE GRATN.MARKETING 

FIRMS, CLASSIFIED BY FIRM SIZE AND PERFORMANCE GROUP 

Decision Firm All Group A Group n 
Area Size Firms Firms Finns 
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·---------- (percent) ------------
Over-all Company Objectives All 73.17 74.07 71.43 

Large 85. 71 100.00 50.00 
Medium 73.91 73.33 75.00 
Small 63.64 57.14 75 .oo 

Over-all Company Policies All 85. 37 92.59 71.43 
Large 85.71 100.00 50.00 
Hedi um 91. 30 100.00 75.00 
Small 72. 73 71.43 75.00 

Over-all Company Goals All 46.34 44.44 50.00 
Large 42.86 40.00 50.00 
Medium 43.48 46.67 37.50 
Small 54.55 42.86 75.00 

Long-Range and Consequen- All 53.66 62.96 35. 71 
tial Commitment of Re- Large 85. 71 80.00 100.00 
sources Hedi um 52.17 66.67 25.00 

Small 36.36 42. 86 25.00 

Totals a All 258.54 274.06 228.57 
Large 299.99 320.00 250.00 
Medium 260.86 298.10 212.50 
Small 227.23 214.29 250.00 

aThe total is greater than one hundred because some managers indicated 
more than one decision area. 
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Summary 

The boards of directors in this study indicated that the board 

and manager work well as a team. All of the boards indicated that 

their thinking and that of the manager was keeping pace with the 

agricultural changes in the firm's trading area. The managers assisted 

and advised the boards and did not ask the board to make day-to-day 

decisions. Furthermore, the boards indicated that the directors' 

duties were adequately distinguished from those of the manager and 

that the boards receive enough information from the manager for proper 

decisions. 

More of the group B firms' boards received and/or used a greater 

amount of different types of information than did boards of group A 

firms. This result was especially evident for budgets, where more 

group B firms' boards received and/or used budgets to evaluate current 

operations than did group A firms' boards. Very few of the boards 

indicated that they prepare a complete feasibility study to evaluate 

additional enterprises, trading area size changes and new··' 

ventures. But, many. b:oards did indicate that: they optaih or fornm-

late estimates that would constitute a reasonably complete study. 

All of the boards are receiving financial information to evaluate 

the past operation 01· the firm and indicated they used this information 

to critically review the methods of operation at each board meeting. 

Also, the boards indicated that their members demonstrated skill in 

asking questions regarding operations. 

Next, the areas in which someone or group in the firm should make 

decisions were examined to determine if the expected decision-maker 

was making the decision and,also, if anyone makes the decision. In 
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two-thirds of the decision areas, a significant number of the boards 

indicated that the expected decision-maker made the decision •. · Further­

more, a significant number of the boards indicated that decisions were 

probably not made on the activities of establishing goals of all types, 

using goals to evaluate progress, reviewing policies annually, devel­

oping annual financial plans and providing an agenda for board meetings. 

Also, the boards of group A firms and boards of large firms indicated 

their firms probably performed less decision activities than boards of 

group B firms and other size firms. 

When the managers' answers were compared with the boards' 

responses on who makes certain decisions, it was found that many 

managers exp.ect the boards to formulate goals and that the boards 

expect the managers to formulate goals for specific enterprises in the 

firm. 



CHAPTER V 

BASIC OBJECTIVES AND BROAD POLICIES 

A major task confronting the board of directors of a cooperative 

is that of long-run decision-making which primarily involves estab­

lishing the firm's objectives, goals and policies. The objectives of 

the cooperative are statements of purpose which define the mission of 

the cooperative, whereas goals represent steps in reaching the coopera­

tive's objectives and policies are statements of intent regarding the 

cooperative's philosophy or beliefs on issues relevant to the func­

tioning of the business. 

This chapter analyzes the board's role in these decisions and 

also discusses the types of objectives, goals and policies formulated 

by the firms in this study. This analysis is presented under the 

general headings of maintaining arid enforcing corporate papers, basic 

firm objectives, goals and policies. 

Maintaining ~nd Enforcing Corporate Papers 

Part 01· the board's dutie$ are to maintain the corporation's 

papers which include the articles of incorporation and the bylaws. 

The articles of incorporation contain a statement of the reason for 

the firm's being and can be used as the firm's objective. The bylaws 

on the other hand, contain policies approved by the members of the 

firm to provide guidelines within which the board and manager function. 
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The guidelines concern selection of the board, term of office, duties 

of the board officers, duties of the manager, provisions for retiring 

stock and broad guidelines for determining allocation of savings. 
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The corporate papers should be reviewed on a-:per:i,.od:i,.c basis to 

insure that they are compatible with the current operation of the firm, 

A majority of the boards of directors reviewed the corporate papers 

annually. More of the group A firms reviewed the articles of incor­

poration and the bylaws annually than did group a firms, five and four 

of the seven firms in each group, respectively. Size of firm inversely 

affected the boards' responses because all the small firms, two-thirds 

of the medium and one-fourth of the large firms' boards reviewed the 

corporate papers annually. This finding may indicate that the smaller 

size firms are able to set aside time to review these paper~ whereas 

larger firms may not. 

After these corporate papers are reviewed, steps should be taken 

to change or amend the papers if modifications are needed due to 

changes in the general philosophy or business ol;>jectives of the firm 

or because of changes in various laws which affect the operation of 

the firm. The boards were askecl when the last change was made in their 

corporate papers. Only one-half of the boards in the study could agree 

as to when the last change was made. For the firms that could agree, 

the change had been mad,e within the previous three years. However, 

there was little, if any, difference in the time period since the last 

change in the articles of in.corporation and the bylaws between firms 

that indicated they reviewed these papers annually and those that did 

not. 

These findings indicate that the firms in this study modify their 
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corporate papers when their philosophy or the laws change and not 

necessarily on the basis of the board's review. Un:fort1,mately, the 

bylaws and the articles of incorporation were lumped into one question, 

thereby im;lividual review of the papers wc1-s not specifically determined. 

However, based upon some of the directors' comments, the boards were 

mainly answering these questions as they relate to review and modifi­

cation of their bylaws. Also, some of the directors stated that a 

representative of the Feed Dealers Association keeps them advised 

regarding modifications that may be needed in their bylaws and assists 

them in reviewing their bylaws. This advisory service does not seem to 

be a regular annual review,·but rather a periodic review, or when 

changes in the laws require changes in the firms' corporate papers. 

Basic Firm Objectives 

The objective or mission of the firm should be developed to 

provide direction in establishing goals and plans. All of the firms 

have objectives or purposes because, as mentioned earlier, the articles 

of incorporation contiiin generalized statements th,at can be used as the 

objective of the firm if the directors have not developed other more 

specific objectives. ~xamples of the generalized statements in the 

articles of incorporation include: to buy and sell all kinds of 

grains and other farm products or farm supplies; to prepare for market, 

manufacture and handle or transport grains and farm supplies; to do a 

public warehousing business and store grain and other farm products in 

interstate commerce; purchase, hole,\ or convey real estate and to borrow 

money; and to fina:qce and aid in the financing of the marketing of the 

agricultural products of its members: and(to make advance payments and 



advances to members. Since these statements are so general, the 

directors may not have realized that they could serve as objectives. 

In fact, none of the directors gave any indication that they were aware 

that the articles of incorporation contained statements that can be 

used as the firm's objective. Also, this finding supports the earlier 

suggestion that the boards primarily review the bylaws and not neces­

sarily the articles of incorporation. 

Rather than ask if the firm had objectives, the boards were asked 

what, in their opinion, was the purpose of the firm. From the boards' 

responses, most of the firms had objectives, -because in 13 of the firms, 

one-half or more of the members of the boards agreed in their opinions 

on the objective or objectives for the firm. The objectives given were 

that the firm was to provide service for the farmers, patrons and 

community. Many boards elaborated on the service objective by stating 

that the firm's objective was to handle grain at the best return to 

farmers and farm supplies at lowest cost. Since cooperatives return 

their savings or profits to the patrons either in cash or as stock, 

an objective of best return or lowest cost does not necessarily mean 

that the farmer will rece~ve the highest price for his grain when he 

sells the grain or pay the lowest price for farm supplies at the time 

of purchase. The farmer or member of a cooperative will share in the 

cooperative's profits resulting from his patronage at the end of the 

year. 

In the mail management questionnaire, the firms were asked if 

the company's over-all objectiyes were written. Only 37 percent of the 

firms indicated that they had.written objectives which points out again 

that many managers were not aware that the articles of incorporation 
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contain an objective for the firm. The percentages for group A and 

group B were JO and 50 percent, respectively. The relative number of 

firms having written objectives in the si:ze categories were 71 percent 

for large firms, JO percent for medium size firms and 27 percent for 

small firms. Therefore, size of firms seemed to affect their having 

written objective~ or that the manager is aware of an objective for 

the firm. 

Goals 

Goals should be established to measure progress toward the firm's 

objective. Goals should be developed by the manager then reviewed by 

the board for changes needed ~efore the board approves them. After 

these benchmarks or steps are established, the firm should use goals 

in developing plans to reach the objectives. 

The boards of firms that have goals should not only be aware that 

the goals e~ist, but shoµld have some knowiedge on the specifics of the 

goal. Only three of the 1~ boards gave answers that indicated that 

their firms had goals and that they were familiar with the goals. 

These were all group B firms and their goals were set in terms of sales 

which wou1d:include both grain purchased and sold and also sales of farm 

supplies. These goals were developed for use in the firms' plans, 

either their five-year or yearly plan. 

These three boards also stated their firms had goals for their 

share of the grain, merchandise and service markets. They determined 

these goals by projecting their previous purchases and sales into the 

future and also used an estimate of potential changes. These potential 

changes :would include such considerations as affects of government crop 
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programs, higher yielding varieties of crops, weather estimates that 

affect both cattle feeding and crop yields, c;hanges in the type or 

kinds of livestock raised in t4e community and local fanning practices. 

These three boarQs also stated that their firms had yearly plans to 

reach these goals. 

The other boards interviewed indicated that their firms did not 

set goals for their market share; the finn set prices and took what 

business came their way for both grain and merchandise. However, even 

though the boards did not state their firms had goals, they did indi­

cate that the manager who generally sets these prices keeps prices 

competitive to maintain the firm's current market share. 

PoU.cies 

A set of policies setting the firms' phd.losophy on issues relevant 

to the functioning of the busine~s allows a decision-maker to take 

action that is consistent with the members' or boards' wishes without 

consulting the members or boards. Since these policies are used as 

guidelines, they should be carefully written so that the policies speci­

fically and clearly state the limits for the decision-maker and so that 

the decision-maker can refer back to the written policy to refresh his 

memory. The members approve policies that provide guidelines for the 

board and, to a smaller extent, for the manager, whereas the board 

should develop policies for the manager and lower levels of management. 

More than half of the boards, five of the seven in both group A 

and group B, indicated their firms had written policies. Thus, some of 

the boards did not realize that the:bylaws contain written policies. 

In addition, half of the ten boards' whose firms had written policies 
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reviewed these policies on an annual basis. Three of the group A an<;l 

two of the group B finns' bo~rds stated they made this review (see 

Table XII, Chapter IV). Since the number of answers are different 

between responses on annually reviewing corporate papers and on an 

annual review of policies, it must be assumed that most or all boards 

were not consider.i,ng their review of the bylaws as a part of a review 

of written policies. 

The policiel'! that shou.ld be developed to provide guidelines for 

the manager include: personnel, marketing, production, engineering, 

member relations, finances and public relations. The boards were asked 

questions pertaining to specific guidelines that would be included in 

these policies. The responses to these questions have been presented 

in Chapter IV or will be discussed in Chapters VI through IX as they 

apply to the boards' duties. The general areas in which these guide­

lines can be classified are presented in Table XIV. 

Almost all of the boards, not less than 13 of the 1~, gave answers 

to the specific questions which indicated that their firms had some 

guidelines for each of the major headings consisting of personnel, 

marketing, engineering, members or stockholders, finances and public 

relations. Thus, although some boards indicated they did not have 

written policies, their answers indicated that they do, in fact, have 

policy guidelines. Many of the boards gave answers that indicated that 

they did not have guidelines for training in the personnel area and 

union relations in the public relations area. Specifically, in the 

union relations area, union activities have been very limited in these 

firms; tnerefore, the boards have not developed guidelines for the 

manager to deal with unions. 
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TA.BLE XIV 

AREAS IN WHICH THE BOARD INDICATED THE FIRM HAD POLICY 
GUIDELINES FOR A SAMPLE OF OKLAHOMA COOPERATIVE 

GRAIN MARKETING FIRMS CLASSIFIED BY FIRM SIZE 
AND PERFORMANCE 

Firm All Group A Group B 
Policx Area · Size Firms Firms Firms 

------ (n"umber) -------
Personnel: 

Selection All 14 7 7 
Large 4 2 2 
Medium 6 3 j 

Small 4 2 2 

Training All 6 3 3 
Large 2 1 1 
Medium 4 2 2 
Small 0 0 0 

Compensation All 14 7 7 
Large 4 2 2 
Medium 6 3 3 
Small 4 2 2 

Promotion All 14 7 7 
Large 4 2 2 
Medium 6 3 3 
Small 4 2 2 

Personnel Safety All 14 7 7 
Large 4 2 2 
Medium 6 3 3 
Small 4 2 2 

Marketing: 

Products to be sold All 14 7 7 
Large 4 2 2 
Medium 6 3 3 
Small 4 2 2 

Customers All 14 7 7 
Large 4 2 2 
Medium 6 3 3 
Smell 4 2 2 

Distribution channels All 14 7 7 
Large 4 2 2 
Medium 6 3 3 
Small 4 2 2 
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TABLE XIV (Continued) 

Firm All Group A Group B 
Polici Area Size Firms Firms Firms 

------ (number) -------
Prices All 14 7 7 

Large 4 2 2 
Medium 6 3 3 
Small 4 2 2 

Sales All 14 7 7 
Large 4 2 2 
Medium 6 3 3 
Small 4. 2 2 

Promotion and adver-
tising All 14 7 7 

Large 4 2 2 
Medium 6 3 3 
Small 4 2 2 

Engineering: 

Processes (men and 
equ ment) All 13 6 7 

Large 3 1 2 
Medium 6 3 3 
Sm.all 4 2 2 

Facilities All 13 7 6 
Large 4 2 2 
Medium 6 3 3 
Small 3 2 1 

Members or Stockholders: 

Savings disposition All 14 7 7 
Large 4 2 2 
Medium 6 3 3 
Small 4 2 2 

Protection of capital All 14 7 7 
Large 4 2 2 
Medium 6 3 3 
Small 4 2 2 

Member relations All 14 7 7 
Large 4 2 2 
Medium 6 3 3 
Small 4 2 2 

Finances: 

Sources of capital All 14 7 7 
Large 2 2 2 
Medium 6 3 3 
Small 4 2 2 
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TABLE XIV (Continued) 

Firm All Group A Group B 
Policx Area Size Firms Firms Firms 

------ (number) 
_____ _,_ 

Owning or leasing All 10 5 5 
Large 2 1 1 
Medium 4 2 2 
Small 4 2 2 

Cash and depriciation 
4llowances All 14 7 7 

Large 4 2 2 
Medium 6 3 3 
Small 4 2 2 

Credit All 12 6 6 
Large 3 2 1 
Medium 5 2 3 
Small 4 2 2 

. Public RelE>tions: 

Union relations All 3 1 2 
Large 1 1 0 
Medium 1 0 1 
Small 1 0 1 

Community standing All 13 7 6 
Large 4 2 2 
Medium 6 3 3 
Small 3 2 1 
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In the mail management survey, a significant percentage of the 

managers in most size,p.nd performance categories indicated their firm 

had written policies on marketing, finance, employees and members or 

stock;holders (see Table XV). The percentage response ranged from a low 

of one-fifth of all the firms that had marketing policies to a high 

of over half of all the firms that had employee policies. The relative 

response for large firms was higher than for the other size firms in 

the policy areas of finance, employees arid members or stockholderso 

Also, the totals category in Table XV indicates that more of the large 

firms have policies than the other size firms. 

Direct comparison between the types of written policies in the 

two surveys is not possible, but a comparison of the percentage of 

firms with any written policies is possible. The boards were asked if 

they had written policies, but the managers were asked for specific 

written policies. So as to make the answers compatible, the percentage 

of firms with any written policies was obtained for the managers' 

answers. This latter percentage is not in Table XV, but reflects the 

relative number of firms in the mail survey that have one or more 

written policies. The percentages of firms in which the manager and 

those which the board stated they had written policies were almost the 

same; being 73 percent (or 10 of 14 firms) in the personal interview 

survey and 78 percent in the mail survey. These percentages imply that 

not all the managers nor the boards realize that the bylaws contain 

written policy statements. The managers of group B firms may have a 

higher level of realization because 93 percent of them indicated their 

firms had one or more written policies, whereas only 71 percent of the 



TABLE XV 

PERCENTAGES OF MANAGERS WHO STATED THEIR FIRMS HAD 
WRITTEN POLICIES FOR A SAMPLE 'OF Ol(LAHOMA 
COOPERATIVE GRAIN MARKETING FIRMS CLASSIFIED 

BY FIRM SIZE AND PERFORMANCE 

Policy Area 

Procurement 

Marketing 

Production 

Finance 

Processes and Facilities 

Firm and CoDDDunity.Rela­
Uons 

Employees 

Members or Stockholders 

b Total · 

Fil'Jll All Group A Group B .. 
Size Firms Firms Firms 

------ (percent_) -----

All 2 • .44 3. 70 
Large 14.29 20.00 

. oa 
·o 

0 
0 

Medium o o 
Small O O 

All 
Large 
Medium 
Small 

All 
Large 
Medium 
Small 

All 
Large 
Medium 
Small 

19.51 
14.29 
17.39 
27.27 

7.32 
0 

8.70 
9.09 

43.90 
71.43 
39.13 
36,36 

All 9.76. 
Large 14.29 
Medium 13,04 
Small O 

All 
Large 
Medium 
Small 

All 
Large 
Medium 
Small 

All 
Large 
Medium 
Small 

14.63· 
14.29 

8.70 
27.27 

60.98 
71.43 
60.87 
54.54 

39.02 
71.43 . 
21. 74 

· 54.54 

14.81 
0 

13.33 
28.57 

7!41 
0 

6.67 
14.29 

44 •. 44 
80.00 
40.00 
28.57 

3.70 
0 

6.~7 
0 

11.ll · 
0 

13. 33 .· 
14.29 

51.85 
80.00 
53.33 
28.57' 

· 28.57 
50.00 
25.00 
25.00 

7.14 
·o 

12.50 
.o 

42.86 
50.00 
37.50 
50.00 

21.43· 
50.00 
25.QO 

0 

21.43 
50.00 

0 
50.00 

78.57 
50.00 
75.00 

.100.00 

18.52 78.57 
60.00 100.00· 

cf 62.50 
28.5T. '100.00 

All 197.56 i55.54. '·218.51 
L~rge 271.45 240.QO, • 350.00 
Medium 169.57 133.33, 237.50 
Small 209.07. 14:2.86.: \325.00 

"None 0£ the managers in this category stated tb~i'r:.firm~ 
had written policies in this area. 

b ' 
The total is greater than 100 because some managers gave 

more than one response. 
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boards so stated. The percentages were nearly the same for group A 

firms' boards and managers. 

Summary 
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A majority of the boards maintain and enforce their corporate 

papers by reviewing these papers annually. Also, the smaller sizes of 

firms' bqards seemed to have more time to review these papers. However, 

less than half of the boards knew when the last change was made in ther 

articles of incorporation or bylaws. 

Most of the boards stated their firms had objectives and these 

were that the firm would provioe service for their patrons.and the 

community. Some of the boards and also managers did not realize that 

the articles of incorporation contain statements that could be used as 

objectives. Relatively more of the group B managers than group A 

stated their firms had written objectives. Also, relatively more of 

the managers of large firms stated their firms had written objectives. 

Most of the boards indicated that their firms did not have goals. 

For the few boards that did, the over-all goals measured the level of 

sales and that goals for market shares were based upon the results from 

previous years modified to reflect future changes. 

In general, all the boards had developed policy guidelines for the 

their firms but not all of these were written. The policies were in 

the areas of personnel, marketing, engineering, members or stockholders, 

finances and public relations. 

In the next chapter the boards' duties in planning are analyzed 

by examining the types of plans that the :firms·· develop. 



CHAPTER VI 

PLANNING 

One of the most difficult duties of management is the development 

and coordination of plans': Pla'ns require an estimate of the future and 

the changes that will occu;r in grain production, grain handling and 

grain utilization. As the plan:is projected further ahead, these 

changes become more difficult t9 estimate and the possibility of errors 

becomes larger. In c;tddition, t:he short and long-term plans must be con-

sidered together to insure that short-term plans complement long.term 

plans. lf these plans are not coordinated, a short-term plan can lead 

the firm in a different direction than specified in the long-term plan. 

The planning horizon is not a satisfactory classification scheme 

to discuss plans for salaries, market share, facilities and services 

because these plans will span both time periodso Therefore, if the time 

period classification system was used,these plans would need to be dis-

cussed in both time periods. To simplify the discussion, this chapter 

will discuss planning from the viewpoint of the various plans that the 

firm might develop. These inclµde salary schedule plans, market share 

plans, an annual financial plan and plans for facilities and services. 

After discussing these plans, coordination of plans is discussed. 
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Salary Schedule Plans 

Salary schedule plans which establish wage and salary limits for 

each type of position are useful to provide guidelines for setting sal­

aries and wages. These plans are especially useful in those instances 

where the board wants to review and approve only the total amount of 

salaries and wages paid and not the amount paid to each employee. The 

board can control 1;:he total amount paid by establishing pay ranges for 

employees and delegating the responsibility to the manager to set 

salaries in these ranges. 

Only three of the boards, one group A and two group B, indicated 

that their firm had a salary schedule plan. Furthermore, only two of 

these three boards could describe their salary schedule planso The 

medium sized group A firm and small sized gvoup B firm indicated that 

in their plans raises were based upon the length of time the employee 

had been employed. The employees must become more productive as they 

are on the job longer because the group B firm's board also stated that 

wages and salaries were adjusted to individual performance (see section 

on Compensation in Chapter VII)~ .. 

Most of the boards in this study did not use salary schedule plans 

to delegate responsibility to establish wages and salaries because most 

did not delegate this responsibility (see Table XII in Chapter IV), .. 

Furthermore, most of the boards did not use salary schedule plans to 

help the board set salaries and wages. In addition, the firms that had 

such plans did not establish a framework within which the most produc­

tive employees would be rewarded if the worker became more productive 

following a greater length of time -on the job. 
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~arket Share Plans 

The share of the market attained by the firm becomes important in 

determining profitable margins and thereby prices. Grain marketing 

firms have high fixed costs associated with buildings and equipment. 

Therefore, as the number of units handled increases, the lower these 

fixed costs per unit become. Thus, if prices are equal to those of 

competitors, the volume handled becomes the deciding factor in whether 

the firm realizes a profit from its operations, providing that any firm 

can realize a profit. 

The share of the market attained or e~pected by the firm and the 

resulting volume should be part of the basis for determining prices in 

the short-term context. In a long-term context, the planned market 

share is helpful in deciding upon the size of facil~ties to build in a 

certain location. Since estimates of the market share are useful in 

the short and long-term, the firms should set goals for their share of 

the market and formulate plans to achieve these goals. 

As discussed in Chapter V, many of the boards stated that market 

share goals were not developed and plans were not developed for the 

share of the market. In general, the boards believed that the firms set 

prices and take whatever business comes their way; however, the manager 

would probably adjust prices if sufficient business was not generated. 

Annual Financial Plan 

The firm should develop an annual financial plan to evaluate and 

control performance and to identify any enterprises in which expected 

returns are less than expected costs. This plan which specifies 

sources and uses of capital provides the board and manager with a basis 
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to compare actual costs Bend returns of the firm and its enterprises 

with the planned costs and return~. Thus an annual financial plan can 

be used by the board and manager to control the firm's performance 

because they can detect small deviations from the expected performance 

in time to make adjustments before the profitability of the firm is 

affected. The planning process may identify some enterprises that will 

not earn a profit with expected costs and returns. For unprofitable 

enterprises, the board and manager have the opportunity to make a re­

evaluation and de~ermine if the profitability of the enterprise can be 

improved or i.f not, whether the enterprise should be discontinued. 

Most of the group B firms' boards, six of the seven, indicated that 

their firms had an annual financial plan but only three of the group A 

fir~ did. These results would suggest that group B firms are using 

annual financi?l plans to try to improve their profitability. 

Only three of the nine boards that had an annual financial plan 

could agree as to who developed the plan (see ''Develop annual financial 

plans" in Table XII, Chapter IV) .. However, in two additional firms, the 

boards could agree that a representative from the Bank for Cooperatives 

did most of the development of the annual financial plan .. 

The Bank for Cooperatives is even more important in these firms 

planning activities than indicated above. The boards' answers toques­

tions on whetheJ;" the firms have and use budgets, plan operations with 

budgets and long-range finances forecast, and whether the firm prepares 

an annual financial plan were compared. The only bqard~ that answered 

these questions the same ?nd knew who developed the plan were those that 

the Bank for Cooperatives had helped. 
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Plans for Facilities and Services 

Among the long-term plans firms can develop, the firms should 

develop plans for facilities and services. Although part of the plan 

will be for the year ahead changes, these plans should be extremely 

long-term because they may include buildings which can last for as long 

as 60 years. 

To determine the present facility needs, the boards were asked if 

the present facilities were adequate for the normal business volume. 

All except one of the boards stated that their firms' facilities were 

adequate. In addition, most of the firms, 11 of 14, had plans for re .. 

placement, expansion and/or improvement of facilities and services. 

However, only five of these fi~ms knew how far the plans were projected 

into the future. 

The group A firms do not plan as far ahead as do group B firms. 

Of the two group A firms' boards, that knew the planning horizon, one 

stated the horizon was less than one year and the other stated the 

horizon was from one to five years ahead. All of the group B firms' 

boards indicated their planning horizon for facilities and services ran 

from five to ten years ahead. 

Additional information on the planning horizon was obtained in 

conjunction with the question on whether the firm had operations planned 

utilizing a budget and long-range finances forecast (see Table X, 

Chapter IV). S:i,.x boards gave their planning horizon which was from one 

to ten years. Only the three group B firms' boards above gave the same 

answer for their planning horizon in both planning operations and plans 

for facilities and services. This finding casts doubt on the other 

firms long~range planning. 
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In the mail management survey, the managers were asked if the firm 

had a long-range plan for the next five, ten or twenty years. Forty­

one percent of the managers had a five year plan while only two percent 

had a ten year plan and none had t:wenty year plans (see Table XVI). 

Also a much larger percentage of large firms had plans than did the 

other sizes which suggests that the planning may have been a 

contributing factor in the firms' growth. 

Cooperative grain marketing firms that purchase merchandise from 

the cooperative supplier have available to them a free planning service. 

This firm will develop a five year plan for their customers. This firm 

has stated that these plans have been a popular service and many of the 

cooperatives have had plans developed for them. Although the boards 

were not specifically asked if they had these plans, three firms did 

indicate they had used this service. 

Coordination of Plans 

To proceed smoothly toward their objectives, all firms must care­

fully coordinate their plans because these plans are to a great exte~t 

interrelated. For example, the development of salary schedule plans 

should be coordinated with the firm's training procedures so that sal­

aries and wages can be adjusted to retain trained people and attract 

those people for training that will be needed to manage later. Market 

share goals and plans to attain these goals must be considered with 

plans for facilities and services so that facilities are used at 

capacity. These interrelationships exist in both the short and long­

range plans and between the two time periods. For example, market share 

plans in the short-range must be made compatible with present facilities 
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TABLE XVI 

:PERCENTAGES OF ~AGERS INDICATING THEIR FIRMS HAD LONG~ 
RUN PLANS FOR FIVE, 10 AND 20 YEARS FOR A SAMPLE OF 

OKLAHOMA COOPERATIVE GRAIN MARKETING FIRMS, 
CLASSIFIED BY FIRM SIZE AND PERFORMA~CE 

Firm All Group A · Group B 
. !Il?e of Plan Size Firms Firms Firms 

------ (percent) ~--.. ----
Five year plan All 41.46 48.15 28.57 

Large 71.43 80.00 c'l.00 
Medium 34.78 40.00 25.00 

. Small 36.36 42.86 25.00 

Ten year plan All 2.44 0 7.14 
Large 14,29 0 50.00 
Medium 0 0 0 

Small 0 0 0 

Twenty year plan All 0 0 0 

Large 0 0 0 

Medium 0 0 0 

Small 0 0 0 

Totals All 43.90 48.15 35. 71 
Large 85. 72 80.00 100.00 
Medium 34.78 40.00 25.00 
Small 36.36 42.86 25.00 

. ,I 



but modifications can be started so that in the longer-range when 

facilities are expanded, the market share will have grown to fully 

utilize the expanded facilities. 

· 1_15 

Coordination of plans only becomes important if the firm develops 

plans. Summarizing the earlier sections, most of the firms do not 

develop salary schedule plans or market share plans. Many of the firm~ 

had annual financial plans and plans for facilities and services. Some 

of the budgets and long-range plans seem to be developed by outside 

firms with the bank developing budgets and the supplier developing 

long-range plans. 

Unfortunately, no data was collected on the coordination of plans 

but some danger signals are evident. Good planning requires well formu­

lated objectives and goal's which many of the firtll$ do not seem to have. 

When the firms develop their own plans, they can coordi~ate these plans 

and also clarify objectives and goals if needed. However, if the firm 

receives plans from outside firms, these plans will be based up.on the 

outside firms' interpretation of the firm's objectives and goals. The 

firm may receive a short-range plan based upon an outside firm's inter­

pretation of the firm's objectives and goals and also receive a long­

range plan based upon another outside firm's interpretation of the 

firm's objectives and goals. These plans will be coordinated if the 

two outside firms' interpretation of the objectives and goals are the 

same. If the interpretation is not the same and the firm uses these 

plans without review, the plans may be conflicting thereby retar4ing 

the progress of the firm. 

Analysis of the boards' responses indicates that the bo~rds should 

increase the number and types of plans that they develop and keep these 



plans current through r~view and continued projections, In the next 

chapter, the boards' duties pertaining to personnel is discussed. 

116 



CHAPTER VII 

PERSONNEL 

The board of directors' duties related to personne\ inc;lµde s~lec .. 

tion of the manager and the development of a personnel policy statement. 

The personnel policy should inciude statements on selection, training, 

compensation, promotion and personnel safety. 

Selection and Training 

The board should develop guidelines related to personnel selection 

and training in such areas as: the freedom granted the manc;iger in 

selecting, disciplining and releasing employees; job specific;at:i,ons; 

tra:i,ning programs 1 organizational charts; and job descriptions. 

Selecting, discipl;i.ning and releasing employees :is an operating 

type decision and as such should be the responsibilitr of the manager. 

Among the firms in this study, all of the boards of directors agreed 

that the manager had complete freedom in selecting, disciplining and 

releasing employees. 

Althoµgh the manager is given complete freedom in hiring and re~ 

leasing employees, the board may specify that specifications be devel­

oped so that a prospective employee must meet certain requirements 

before being considet"ed for the job. These requirements might include 

such qualifications as the applicant will not partake of alcoholic 

beverages, will hc;ive a high school education, will be in gooc;l health, 

117 



118 

and for prospective tr~ck drivers and propane distributors, have certain 

licens~s OJ;' be able to obtain such licenses. Four of the seven firms in 

bothperformance categories had developed job clescriptions. 

After a new employee is hired, he must understand and learn to per .. 

form his job. To gain information on the amount and type of traini,.ng 

that employees receive, the boards were asked if the cooperative has a 

training program for new employees and to describe the program. None 

of the firms had an elaborate tl;'aining procedure. However, some of the 

boards indicated they µsed c;m .. the-job instruction in conjunction with 

schools and short courses available from other firms and institutions 

to train employees. This type of training was usecl for both new em­

ployees and for employees who ai;-e qualified to fill management posit;ions 

as they occur. Five of the 14 firms had employees in training who are 

qualified to fill maqagement positions as they occur. More group A 

f:i..rms' boards 3rndicated their firms do this type of training than group 

B, three as opposed to two, and none of the small firms indicated that 

they had employees in management training. Thus, size of firm appears 

to affect management training programs probably because small firms 

tend to have fewer employees and do not believe they can justify having 

assistant managers who are receiving training. 

Three of the firms that had employees in manage111ent train;ing were 

cooperating with the;i.r supplier who has ;initiated a program to train 

managers for cooperative grain marketing firms, The suppl;ier hires the 

potential manager and has him comphte the supplier's formal training 

program. After that, the potential manager is placed with one of the 

grain marketing firms to receive on-.the-job training under an e~peri­

enced manager., At the end of the training period, the trainee may 
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leave the firm. In one of the firms interviewed howeve'.!'.', the firm pro­

viding on-the-job training decided that they did not want to lose the 

trainee and kept him with the firm. Also the managers seemed satii,fi,ed 

with the arrangement and one stated he expected to learn from as well 

as train the trainee. This program was initiated by the firms' supplier 

because many firms are not training their own future managers and are 

forced to recruit their management people from outside the organization. 

Since only two firms were training management people on their own, this 

study would support the ~UJ?plier's con~ention. 

Another aid, especially for new employees, is an organizational 

chart showing lines of authority and responsibility. This chart shows 

new employees to whom they report and it forces the manager to define 

the areas for which each man is responsible; thus preventing overlaps 

and conflicts. When the boards wet:"e asked if they had a written organi­

zational chart, only two stated their firms had them, Although organi­

zational charts should be used by all firms, firms that have many 

enterprises may find these charts more important than other more spe~ 

ciplized firms. The two fit:"ms in the study that had these charts did 

have many enterprises even though one was a small sized firm and the 

other a medium sized firm. 

In the mail management survey, relatively more of the managers 

indicated their firms had an organizational chart than in the personal 

interview survey and these managers we:re concentrated in the large s iz.ed 

firms. The percentage of all firms in the mail survey that had an or­

ganizational chart establishing functions, authorities and relationships 

between organ:izatiori.al. units was 49 percent. Relatively more of the group 

B firms, 64 percent, had organizatiqnal charts than group A, 41 percent. 
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In addition, 86 percent of the large, 30 percent of the medium and 64 

percent of the small firms had these charts. These percentages dso 

suggest that size as used in this study may not be the best measure for 

the need and use of these charts, rather, the complexity of the 

operation is a more meaningful reason for the preparation of .an 

organizational chart. 

Among the firms in both surveys, the board's and manager's answers 

on the existence of organizational. charts were the same in 75 percent of 

* the firms. This illustrates that the directors are not completely 

aware of the management tools used by the manager. However, the board 

;'.,::m~y not need to know all the details of the firm's organizational chart 

but the board should know if an organizational chart exists and whether 

it is kept up to date because of its importance in maintaining a 

smoothly operating firm. 

Since the organizational chart only shows who reports to whom, it 

should be supplemented with a detailed job description that specifi-

cally states not only authorities and responsibilities but also makes 

clear the duties of each position. For example, a job description would 

include the title of the position, to whom the position holder would 

report, who reports to the position holder, and the duties of the 

position such as being in charge of the feed department, requiring the 

maintenance i>f. acceptable inventory levels of feed ingredients, 

supervising the grindin,g and mixing of feed, supervising the delivery 

* There were eight firms that were included in both surveys. tn 
six firms, the boards and managers ag:r:-eed in their answer, they either 
both said yes or no. However, in two firms, the manager indicated the 
firm had an organizational chart but the board said the firm did not. 
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of feed, maintaining the equipment necessary to the operation of the 

department and assisting customers in the best selection of feed to 

meet the customers' need. This description not only helps the employee 

know what is expected of him but is very useful when evaluating employee 

performance. Slightly more of the boards of group B firms than group A 

firms stated their firm had job descriptions for each position, three 

as opposed to two of the seven, respectively. Thus, there seems to be 

no significant differencea in performance groups in relation to the 

existence of job descriptions. More of the large firms, 50 percent, 

had job descriptions than medium, 33 percent, and small firms, 25 

percent. 

The relative number Qt firms avowed to have job descriptions was 

smaller in the mail sµrvey than in the personal interview survey. In 

the mail survey, only 15 percent of the managers declared their firms 

had job descriptions for all positions and more of the group B, 21 

percent, than group A, 12 percent, had job descriptions. However, a 

much greater percentage of the large size firms, 43 percent, had devel­

oped job descriptions than the medium, nine percent, or small firms, 

nine percent. These findings from both surveys would suggest that 

smaller firms do not feel that they need job descriptions for all 

positions whereas large firms do. 

As was done for organizational charta, the two surveys can be com­

pared if the boards' answers are compared to the managers' answers on 

whether job descriptions were developed for all positions. Among the 

firms in both surveys, 75 percent of the managers' answers were the same 

as those given by the board and in 25 percent of the answers they were 



different. This finding again illustrates that the boards are not 

fully awa:re of the management tools used by the manc1-ger. 

Compensation 
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Compensation for personnel includes wages, salaries and benefits. 

This section describes the boards' thinking on the following aspects of 

compensation: keeping salaries and wages equitable, making adjustments 

in compensation for individual performance and providing benefits in 

addition to wages and salaries. 

Wages and salaries must be equitable if the firm is to attract and 

hold a competent work force. The boards of all the firms in the study 

declared that their wages and salaries were equitable compared to 

similar jobs in the surrounding area. In addition, many of the boards, 

eight of the 14, stated that they determined whether wages and salaries 

were equitable by comparing their wages with wages paid at 0ther firms 

in the area. Six of these firms were in the group A category and two 

were in group B which suggests thc1-t group A firms may be more willing to 

meet competitive wages to retain or hire competent people. In addition, 

four other firms, one in group A and three in group B, stated they just 

paid the government minimum wage which could be the same as other firms 

are paying but would not be the same if workers were willing to 

relocate. 

Workers will generally perform their work more satisfactorily if 

they are aware that wages and salaries are adjusted according to indi­

vidual performance or productivity. Most of the boards indicated that 

wages and salaries were adjusted to individual performance and thus, 

those who worked harder and/or find new more efficient ways to perform 
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their jobs get raises or larger raises, All of the group B firms and 

four of the seven group A f;irms' boards stated that wages and salaries 

were so adjusted. Thes~ results combined with those on equitability of 

wages and salaries suggest that group B firms may reward employees on 

their productivity 1;1nd not on the basis of competitive offers. 

Benefits in addition to wages and salaries, coJ.ll[llonly called fringe 

benefits, are important to many of today's employees. All of the 

boards indicated that fringe benefits were provided for their employees. 

Next the boards were asked it these benefits included vacations, ins~r­

anae, retirement benefits and merchandise discounts. All of the boards 

stated their firms provided vacations anQ insurance. The employees were 

generally provided with a two week vacation and were included under 

Workman's Compensation which provides coverages for accidents or death 

on the job. In addition, most of the firms, 10 of 14, provided retire­

ment benefits for their employees under a plan developed by their insur­

ance company or th;rough Social Security. On the other hand, merch1;1ndise 

discounts are not a w;i.de spread practice among the firms interviewed 

because only three of the firms, all group B, gave such discounts. In 

addition, some of the boards mentioned that their firms provided 

uniforms £or their employees as an additional benefit. 

Promot;i.on 

Promotion of personnel includes not only promotion but also 

appraisal and review of employees' performance and schooling for 

employees. Thus, the firms should encourage the best performance from 

their employees to be considered for promotion and help them gain the 

skills needed for posit;i.ons with more responsibility. 
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Fi:tJ!lq should consider qualified employees within the organization 

for promotion before they look outside the firm because this practice 

provides an incentive for present employees. However, this practice of 

promoting from within will not bring people with new ideas into the 

firm and could cause the firm to have a negative attitude regarding the 

adoption of new methods unless the management people are encouraged to 

attend meetings or otherwise keep pace with changes in the industry and 

methods of mana$ing the business. All the boards in this study stated 

that present employees are considered for promotion before they consider 

individuals from outside the organization. 

Employee performance should be appraised objectively and periodi­

cally both to provide a basis for promotion and to encourage the emJ?loy .. 

ees to increase their productivity. Productivity should increase if the 

employees are aware that they will be rated on performance and the 

supervisors will be encouraged to suggest methods to the workers that 

will increase the worker~ productivity. Almost all of the boards, 13 

of the 14, appraised employee performance. In general then, the firms 

that based wages and salaries on performance stated they appraised 

performance objectively ~nd periodically. 

The firm should encourage employees to attend schools and short 

courses that will improve their performance and qualify them for 

promotions. All of the boards encouraged their employees to attend 

schools and short courses and most, 12 of 14, firms pay the expenses 

involved. 
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Personnel Safety 

lhe firm should insure that adequate safaty precautions are taken 

to protect the employees while on the job. One method would be to place 

the responsibility for safety inspections and making recommendations for 

improvements on one individual, As indicated in Table XII in Chapter 

IV, the manager is responsible for safety inspections and making recom­

mendations in a majority of firms. In addition to the management~' 

inspections, safety inspections are conducted by other firms including 

the insurance company, state and federal agencie~. Thus, adequate 

precautions are taken to provide a safe place for employees to work. 

In addition to reducing accidents through inspections, the firm 

should consider how they will provide for those who have sustained 

accidents. All of the firms had insurance to limit their liability for 

acd,.dents involving employees and the public. Thus, these firms have 

made provisions for those suffering injury and also have protected the 

firm's assets and its goodwill. 

Summary 

In selection and training of personnel, all the boards gave the 

manager complete freedom in selecting, discip~ining and releasing em­

ployees and eight of the 14 boards stated that job specifications had 

been developed. However, none of the firms had elaborate training 

procedures; but, five of them did have employees in management training, 

Three of these five firms had not initiated this training on their own 

but were cooperating in a program developed by their supplier. Only a 

few of the firms had organizational charts and job descriptions. Size 

and performance did not seem to be highly related to the existence of 
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these management aids tn the personal interview survey but in the mail 

survey more of the large firms had organizational charts and job 

descriptions suggesting that larger firms may find these aids more 

useful than other sized firms. 

In the area of compensation, all the boards stated their wages and 

salaries were equitable and usually this was determined by checking with 

other firms in the area. All of the group Band four of the group A 

firms adjusted wages and salaries on the basis of the employees' 

performance. In addition, most of the firms provided insurance, 

vacations and retirement benefits for their employees but very few gave 

merchandise discounts to their employees. 

All of the firms indicated that they provide incentives for their 

employees by pro~oting from within if qualified people are available 

and by encouraging employees to attend schools and short courses. Most 

of the firms paid the expenses for these schools and short courses. 

Also, most of the firms appraised their employees performance 

objectively and periodically. 

The survey results establish that adequate precautions are taken 

to provide a safe place for employees to work and that the firms have 

made provisions for those suffering injury and also have protected the 

firms' assets and goodwill. In the following chapter, analysis of the 

boards' duties is continued and the boards' role as trustees for the 

members is discussed. 



CHAPTER VII I 

TRUSTEESHIP 

The members of cooperatives and other corporations delegate a\lthor­

i,ty to the board to operate the firm; therefore, the bo!irds are consid­

ered as trustees for the members. As trustees, the boards are 

responsible for supervising the operation of the firm. Since these 

supervisory obligations encompass all the boards' duties, this chapter 

analyzes the boards' duties as trustees including their responsibil~ty 

for approving important financial matters, and safeguarding and approv~ 

ing changes in asset.s. Since the person or group that makes deGision!:i 

on important financial matters has been previously discussed, tpese 

topics will be dealt with in one brief section. However, decisions 

relating to safeguarding and approving changes in assets are discussed 

in the sections entitled: sources of capital, allowances and credit, an\i 

protection of capital. Since the boards use financial information to 

evaluate the firm's performance, sources of capital, allowances, credit 

and protection of capital, the final section in this chapter discusses 

financial information received by directors. 

Approving Important Financial Matters 

The person or gro\lp responsible for making decisions on important 

financial matters whiGh include enterprise additions, changing the trade 

area, new ventures and owning or leasing equipment and/or facilities was 
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presented in Chapter IV in Table XII. in all of these decision areas, 

the boards of most firms declared that the board either made the deci~ 

sions or the board with the manager made the decision. For the category 

of all firms, the boards stated that decisions were made on enterprise 

additions to the firm by the board in seven firms and the board with the 

manager in five firms; decisions were made on changing the size of the 

trading area by the board in six firms and by the board with the manager 

in one firm; evaluations were made on new ventures py the board in two 

firms and the board with the manager in ten firms; and decisions were 

made on owning or leasing equipment and/or facilities by the board in 

four firms, the board with the manager in five firms and the manager 

alone in one firm. Decisions on changing the trade area which might 

involve a merger with another cqoperative or the bt.iilding of another 

facility were taken to the stockholders in four of the firms in this 

study. Thus, even though about half of the boards stated that they made 

decisions on changing the trading area, the stockholders were cons4lted 

in a significant number of the firms. Therefore, the boards in this 

study are fulfilling their duties in evaluating important financial 

matters or are consulting the stockholders for larger decisions. 

Sources of Capital 

Cooperative grain marketing firms in general use two methods of 

obtaining capital; i~e., internal financing through retained earnings 

and external financing through borrowing or sale of stock. Retained 

earnings are that portion of the firm's profit that is not distributed 

to owners. In cooperatives, the profit or net earnings of the firm are 

called savings. The cooperative must pay out 20 percent of their 
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saving~ in cash to maintain their cooperative status and this can reduce 

their federal tax. That por~ion 9f the savings distrib4ted to the 

member-patrons is allocated on the basis of the business they 

transacted with the cooperative. 

Most of the boards, 12 of the l.4, declared that they decided upon 

the allocation of profits. The boards were then asked what was consid­

ered in the profit allocation decision. Twelve of the 14 boards indi­

cated that the financial condition of the firm was the primary 

9onsideration. The financial condition included the availability of 

profits, and the short-term and long-term financial needs of the company 

which includes stock retirement, and remodeling or building program 

planned. These results indicate that the boards are considering the 

welfare of the total firm in deciding upon the allocation of profits as 

they should. 

Another factor that would effect the allocation of profit is 

whether the firm uses internal financing only to finance capital spend­

ing programs. Less than half of the boards, six of 14, stated their 

firms rely at least partially on internal financing. These boards were 

GOnsistent in this respect because they consider financial needs in 

allocating profits. More of the group A firms, four of seven, stated 

they relied on internal financing than did group B firms, two of the 

seven. These results suggest that more of the group A firms have 

savings that can be utilized for internal financing than do group B 

firms which would be expected since group A firms are considered as the 

more profitable firms. 

The available funds of the firms also became the most important 

difference when the firms stated their position on retiring member 
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equities. The bylaws of these firms state that the firm will retire 

member equities wheh the owners of the equities, cease to be members of 

the cooperative. All of the group A firms' boards indicated that; they 

generally retire member equities when the equities become eligible for 

retirement. However, six of the seven group B firms stated they did not 

have f1.mds available to retire these equities. Only one of the grqup B 

firms indicated they were retiring member equities on a regular basis. 

The directors in this study indicated that they take a short-run 

outlook regarding retirement of member equities. Only one director 

stated his cooperative had started a small sinking fund for stock re~ 

tirement and another indicated that when they have excess funds they 

reduced the amount of stock. The boards should plan ahead by making 

estimates of the amount of stock that will become eligible for 

retirement. If many of the stockholders should retire at the same <;>r 

nearly the same time, the firm may not have funds available to retire 

this stock. Thus, the boards should make provisions for stock retire­

ment that will maintain adequate capital funds and not be faced with the 

possibility of dissolving the corporation t;o retire stock. 

Allowances and Credit 

In many cases, suppliers will offer discounts if accounts are paid 

within ten days or other time periods. In such cases, the buyer can 

realize savings by keeping his bills current even when he must borrow 

from other s~mrces. All of the grain marketing firms in this study 

utilize any cash discounts offered by their suppliers. Thus, these 

boards intend to realize savings that will benefit the firm and 

therefore the members. 
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The decisions related to credit at the board level of management 

are primarily concerned with who should be responsibh for credit guide­

lines and evaluation of the accounts receivable. The board and manager 

should develop guidelines within which the firm will extend credit to 

its c;ustomers. For many £arm inputs, the availability of credit has 

become an important method of increasing sales; but some firms in their 

attempts to expand sales have not used adequate guidelines to determine 

to whom they extend credit, As a result, these firms have increased 

sales but their accounts receivable and bad debts have also increased. 

Fertilizer s~les will serve to illustrate some of the problems 

that can be encountered in developing credit guidelines. Many new 

firms have entered the fertilizer business and, to gain customers, some 

firms have been willing to allow the farmers to obtain the fertilizer 

in the fall or winter and then pay their bills at harvest with no inter­

est charged. If the cooperative is to maintain its competitive posi-. 

tion, it must follow similar practices. However, if the cooperative is 

to treat all members the same, it should extend credit to all of them 

in which case it will be risking bad debts. If the cooperative does not 

treat all members the same, it is forcing those who pay cash to subsi­

dize those who do not by reducing their patronage refund. The reverse 

of this subsidy arrangement would occur if it granted everyone credit 

and some did not pay their bills because those that did pay would be 

subsidizing those who did. not. For these reasons, the board should be 

consulted in developing the guidelines to protect the members' 

interests. 

As indicated in Chapter IV, Table XII, all the group B firms 

indicated someone developed credit guidelines; usually the board with 
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the manager. However, less than half of the group A boards stated the 

exact person or group that established credit guidelines; usually this 

was the manager. The other group A boards did indicate that credit 

guidelines were developed but they could not agree as to who specifi­

cally developed them. Thus, all the firms have some guidelines for 

credit extension to control accounts receivable and bad debts. 

The board and manager should evaluate accounts receivable both to 

maintain the firm's working capital and to be aware of changes that may 

be needed in the credit guidelines. In most; firms, the boards declared 

that the board and manager evaluate the accounts receivable. 

Prqtection of Capital 

The boards are expected to take normal business risks in managing 

the cooperative. However, they should take steps to protect the capital 

invested by the member-patrons. These steps include reviewing the 

firm's insurance coverage, capital funds and financial condition. 

As shown in Table XII, the board and manager evaluated the insur­

ance coverage in half of the firms, the board in four firms and the 

manager in one. Therefore, most of the boards have been involved in 

reviewing the insurance coverage to fulfill their duties in protecting 

the members' capital. 

To fulfill their role as trustees, the directors should be knowl­

edgeable on the firm's capital and financial condition. Nine of the 14 

boards stated that their firm's capital funds were adequate. However 

more than half, five of the seven, group B firms declared that capital 

funds were not adequate to undertake all the spending the board might 

want to do. On the other hand, almost all of the boards declared that 
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their financial condition was sound. Thus, all the firms had eno~gh 

working capital to continue operations but many of the group B firms 

lacked additional capital funds; for example, funds to retire member 

equities. These boards all reviewed the financial condition at each 

board meetin~ which was monthly for all but one of the boards which met 

quarterly. Thus, these boards are keeping informed on the financial 

~ffairs of the firm. 

Financial Information 

As stated in Chapter IV, almost all of the boards receive baian~e 

sheets and income statements. These statements are presented in the 

board meeting and used to evaluate the financial condition and in many 

cases, to critically review the operations. The balance sheet cqnsists 

of the assets, liabilities and net worth of a firm and shows the finan­

cial c<;mditfon of the business firm at a "given date. 111 On the other 

hand, the income statement shows the change in retained earnings in the 

balance sheet. lt states the sources of income, describes the nature 

of expenses and shows the net profit or net loss of the enterprise for 

the period covered in the statement.
2 

A majority of the firms, 10 of the 14, indicated that comparative 

statements, that is balance sheets and income statements for the current 

period, for the il!lIIlediate past period and/or for one year ago, were not 

presented to the board. Financial statements without comparisons are 

of limited value ~ecause the directors cannot determine how the firm's 

financial condition has changed over time. Only in the instances where 

the directors have and bring to the meeting their previous financial 

statements can they compare the statements unless they are provided 



with comparisons. These comparisons should be in percentage changes 

so the directors can see the changes clearly. 

Percentages are also a convenient way to critic.ally analyze the 

income statement. If the items on the statement are pr~sented as a 

percentage of net sales, the directors and the m?nager can quickly spot 

items that are out of line. The directors can then ask for explana­

tions and the manager can take steps to improve the performance of the 

firm. During some of the interviews, directors produced the manager's 

report. In no case were percentages included to help in the analysis 

of these statements. 

Another tool to help analyze financial statements are financial 

ratios. If these ratios are computed over time, they give indication 

of tr~nds which the firm may wish to take steps to change. Most of the 

boards were given margins or percentage markups on the various goods 

but were not presented other ratios designed to portray the condition 

of the firms liquidity, profitability or solvency. 

In conclusion, the boards are receiving financial information and 

are receiving the information that they think the manager should pre~ 

sent, in most cases. However, the boards' responses indicate that 

their financial analysis could b~ improved and accomplished more 

efficiently if they received comparative statements and financial ratios 

for liquidity, profitability, and' solvency presented in graphic form 

both over time for their firm and also the industry ratios if these are 

available. 



135 

Summary 

As trustees, the boards should fulfill certain duties which 

include evaluating important financial matters and safeguarding and 

approving assets. The boards are fulfilling their duties in evaluating 

important financial matters including enterprise additions, changing 

the trade area, new ventures and owning or leasing equipment and/or 

facilities or the boards are consulting the stockholders for Larger 

decisions. 

Part of the boards' duties in safeguarding and approving assets 

include decisions relating to sources of capital. Most of the boards 

decided upon the allocation of savings between the firm and the members 

based on the financial needs of the company and whether they earned any 

savings. More boards of group A firms stated they relied, at least in 

part, on internal financing than did group B firms. Group A firms were 

retiring member equities but generally group B firms were not. The 

responses given regarding the boards' philosophy on both internal 

financing and retirement of equities can be explained by noting that 

many of the group B firms did not have extra capital funds after meeting 

operational expenses. Most of the firms did not indicate that they were 

anticipating future stock retirement; thus suggesting that in this 

respect the:directors were not adequately safeguarding the assets• 

Another part of the boards' duties in safeguarding and approving 

assets includes decisions relating to allowances and credit. The boards 

sta~ed their firms intended to take advantage of cash discounts offered 

by suppliers that will benefit the firm and therefore the members. The 

boards also indic.ated that they and the manager generally develop 

guidelines for extending credit and evaluating accounts receivable, 
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The last part of the boards' duties in safeguarding and approving 

as~ets includes methods of protecting capital invested by member­

patrons, Most of the boards are ;involved in reviewing the insurance 

coverage to fulfill their role in protecting the members' capital. The 

boards of all the firms are keeping informed on the financial affairs 

of the firms. 

In addition, the boards are receiving financial information and 

are receiving the information that they think the manager should pre­

sent, in most cases. However, the boards' financial analysis could be 

improved by receiving comparative statements and financial ratios. 

The next chapter concludes the discussion of the boards' duties 

with an analysis of the boards activities in harmonizing diverse 

interests of stockholders, communicating with members and perpetuating 

a sound board. 



FOOTNOTES 

1Richard w. Schermerhorn, Financial Statement Analysis~ 
Agricultural Marketing Firms, University of Maryland, Agricultural 
Economics Information Series No. 24 (College Park, 1964), p. 3. 

2
Ibid., P• 8. 
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CHAPTER IX 

ME~ERS1 INTERESTS AND A SOUND BOARD 

The various aspects of board management ~ctivities that can be 

included in the director's duties of harmonizing diverse interests of 

stockholders, communicating with member!:! and perpetuating a sound board 

are discussed in this chapter. 

Harmonizing Oiverse Interests of Stockholders 

The boards of cooperative grain marketing fipns must make deci­

sions that will harmonize the members' interest in their own businesses 

and their interests in the firm, Decisions that will harmonize inter~ 

ests generally include the types of enterprises operated by the firm 

and the types of grains the firm will merchandise. For example, a few 

of the firm's meJUbers may have dairy farms or operate feed lots which 

feed beef cattle. Such ~embers would prefer that the firm operate a 

feed grinding and mixing enterprise to supply them the exact kinds of 

feed they need whereas the other members may have beef cow herds in 

which case they would buy mainly supplement feeds that do not require 

a grinding and mixing enterprise. Similarly, some members may grow 

different types of crops or may be experimenting with other crops al .. 

though wheat is the principle crop grown in the section of Oklahoma 

considered in this study. The cooperative grain marketing firms can be 

faced with the problem of whether they will merchandise the other grain 
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crops and crops that farmers are trying in their trade area. Usually 

the cooperative grain marketing firm cannot add all the enterprises that 

all thei:t; members would want; therefore, the board must use some crite;. 

ria to choose enterprises that will benefit the members' farming opera ... 

tic;ms and also benefit the members' interests in the firm.· At least 

half of the boards in both performance groups indicated they considered 

need, benefits and service to community; volume of sales; and financial 

information consisting of expected costs and returns before they se­

lected an additional en~erprise (see Table X, Chapter IV). Thus, the 

boards in this study selected additional enterprises that will serve the 

members, thereby harmonizi~g the members' interests in their own busi­

ness, and yet will financially benefit the firm which will harmonize the 

members' interests in the success of the firm. 

In general, the firms in this study .are providing grain marketing 

services and as such they plan on providing a market for the grains 

grown by their member:, with some minor qualifications. All of the 

boards declared that their firms tried to provide a market for whatever 

was grown by their members with some minor qualifications. All of the 

boards declared that their firms tried to provide a market for whatever 

was grown in their trading area. However, seven of the firms, primarily 

group A, qualified this criteria that their firm will handle any grain, 

grown in volume, that they are equipped to handle and/or that the man ... 

ager has a market for. The equipment aspect becomes important for 

example, in handling soybeans because the standard wheat handling 

equipment: wtll split the beans thus reducing their price. The boards' 

responses suggest that if enou~h of the crop were grown to make it 

economically feasible to do so, .the firm would not only provide a market 



but would insta\l the equipment to handle the crop if specializ~d 

equipment is needed. 

Member and Public Relations 

1/,ro 

The firm should keep the members informed on the activities of the 

firm to maintain member relations and must be concerned with its public 

relations to be a "good neighbor and an asset to the community." This 

not only encourages people to patronize the firm but also helps the firm 

attract employees. 

Since the patrons are also the owners of a cooperative, the coop­

erat;ive must maintain a close understanding bet'(,Teen the members' inter­

ests aµd that of the firm. This understanding is accomplished by 

ke~ping the members informed on the operations of the firm which all of 

the boards st;ated that they did. Most of the firms utiUzed the annual 

meeting to inform the members. Some of the group A firms used addi­

tional means of informing members. For example, one firm utilized a 

newsletter 1 one sent notices of things that the members should know and 

one stated that members were informed by word of mouth. 

Unfort1.tnately, no information was obtained on what specific types 

of information were used to inform the members on the operation of the 

firm. Thus, the members may receive the annual audit of the firm which 

would inform them on the operation of the firm but not inform them on 

the firm's competitive situation. To understand the prices that theii;­

firm can pay for grains and prices the firm must receive for merchan­

dise, the members must understand the limits within which their firm can 

set prices. For example, if the members understand that the firm can 

only sell its grain at the terminal price less transportation and that 
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the firm must receive a certain margin to pay its expenses, the members 

may not be satisfied with the price they receive but realize that their 

firm is not to blame for the low prices. Therefore, when the members 

are informed, they should be made to realize the firm's competitive 

situation to promote harmonious relations with the memberso 

In this study, the firmv s public relations includes union rela­

tions and connn.unity relationso Union relations at the board level of 

management would consist of formulating the firm's attitude toward 

unions and collective bargainingo Most of the boards indicated that 

they had not discussed the firmvs attitude toward unions because unions 

have not been active in these firmso Therefore, the boards generally 

have not developed a policy toward unions and collective bargaining. 

To be a "good neighbor, 11 the firm should engage in some cormnunity 

relations activities which includes youth activities, primarily 4-H 

Clubs and Future Farmers of America, and community improvement projects. 

A majority of the boards stated that their firms sponsored local youth 

activities, 10 of the 14, participated in local fund raising drives, 12 

of the 14, and encouraged management to become involved in local govern­

ment and/or local civic organizations, seven of the 14. There were no 

significant difference·:. between the size and performance groups re­

sponses for sponsoring youth activities and participation in local fund 

raising driveso None of the small firms encouraged their management 

people to become involved in local government and/or local civic organi­

zations probably because in these firms the managers also serve as part 

of the labor force and might not have time for extra activities. 

Further information on the firms' community relations activities 

are available from the mail management survey0 In 41 percent of the 



firms, the managers indicated that key persons in the community affected 

by operations were kept informedo The informing was done by newsletters 

or letters, personal contact and news media. In addition, 83 percent of 

the managers indicated that their firms cooperated with other coopera= 

tive agencies in keeping the general public adequately informed 

regarding the objectives and benefits of cooperativeso 

Perpetuating a Sound Board 

The board's duties in perpetuating a sound board is discussed under 

the sub=headings of members of the board and board meetingso The sec­

tion on members of the boards includes those activities that help elect 

competent board members and prepare them to function on the boardo 

Board meetings includes a discussion of the activities that will help 

the board utilize their meetings most effectively and efficiently. 

Members of the Board 

The present boards may be somewhat restricted in the action that 

they can take to insure election of competent board members because the 

bylaws state the qualifications for directorso However, the present 

board can propose changes in the bylaws if these are necessary and they 

can directly influence the training and orientation received by new 

directors o 

The minimum qualifications to be a director of the cooperative are 

given in the bylaws of the firmo The bylaws of all the firms in the 

study stated that the director had to be a member of the association 

and also~ in all but one of the firms, the directors could not be 

associated with a competitive businesso In general, to be a member of 
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the cooperative, the person needed to produce agricultural products 

which were handled by the cooperative and he needed to own land, reside 

or farm in the trading territoryo The boards of all the firms inter­

viewed gave the same qualifications to be a director as those stated in 

the bylaws of the firmso 

These qualifications imply that these cooperatives have no profes­

sional directors nor the so called 1uinside directorso 11 An "inside 

directorlV is a member of the firmus management who is also a directoro 

In additionj the stockholders requirement will prohibit electing direc­

tors that have a special skill or knowledge area, as law or finance, 

unless these people are stockholders of the cooperativeo 

Cooperatives may have additional director eligibility requirements 

pertaining to the directors' place of residenceo In an attempt to gain 

representation for all the members, the firm may divide the trading area 

into geographic areas or districts and elect a board member from each 

districto Most of the board~, 10 of the 14, indicated that the direc­

tors are elected from specific areas or districtso Only the small sized 

group B firms indicated that specific area selection was not used for 

any of these firmso Those firms that did not select from specific areas 

selected their directors from the entire membershipo Thus, most firms 

insure board representation from all sections of the trading areao 

The u:se of a nominating committee helps organize the board election 

in the annual meeting by proposing individuals who are willing and 

eligible to serve on the boardo Six of the 14 boards stated their firm 

did use a nominating committe~ however, none of the large firms indi­

cated they used nominating cormnitteesg Thus, the use of nominating 
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comnittees to help organize board elections are not used by a majority 

of the firmso 

In order that more members have an opportunity to serve on the 

board, some cooperatives limit the number of years or terms that a 

director can serveo Such limitations can force older members off the 

board to be replaced by someone who may be more productive but it can 

also force a very productive experienced member off the boardo Only two 

cooperatives, both group A firms, in this study had limits on the number 

of terms that a director could serve concurrentlyo Thus, problems 

associated with directors serving too long were not indicated by most of 

these firms' boardso 

After members are selected to serve on the board, new members need 

training and orientation to acquaint them with their new jobo Some 

cooperatives may train potential board members by establishing a junior 

boardo This board consists of members that attend board meetings to 

become acquainted with the functioning of the board but have no voting 

rightso Only two firm's boards indicated they had junior boards but one 

was terminated for economy reasons and the other indicated attendance 

was poor. 

In general, new board members were orientated by attending board 

meetings and learning as they servedo The more experienced members and 

the manager helped orientate the new members in all the firms in the 

studyo In two group A firms, the boards indicated that new members re­

ceived printed materials which would help orientate new memberse Thus, 

most of the firms in this study indicated that new board members were 

trained and oriented by the old board members and the manager during the 

board meetingso 



Board Meetings 

The board members have other full time occupations and, therefore, 

have limited time that they can spend in board meetingso Thus, the 

boards should use all methods available to utilize their meeting 

efficiently and effectivelyo 

The board members were asked about the length of board meetings 

and how many board meetings they had per yearo Since not all of the 

boards have the same number of meetings per year, the length of time 

spent in board meetings would not be comparableo To make the time spent 

in meetings comparable, the time spent was multiplied by the number of 

meetings and averaged for the board responseo These figures may be 

upward biased because the longest length of the board meeting was used 

if a range was giveno 

In general, the group B firms' boards spent more time per year in 

meetings than did group A firms. The length of time spent in board 

meetings ranged from 22o5 hours upward to 65.5 hours for all firmso 

Among group A firms, the time spent in board meetings ranged from 22o5 

hours upward to 4708 hours, but for group B firms the range was from 

34018 hours upward to 65o5 hourso The group B firms' boards probably 

spent more time because they tended to review more types of information 

than did group A (see Chapter IV)o 

Most of the boards meet monthly to discuss the board's businesso 

In the personal interview survey all of the firms but one held monthly 

ro~etings; the one that did not held quarterly meetingso Similarly, in 

the mail survey, 93 percent of the managers indicated they reported 

monthly to the board. 



In order to utilize their meetings mos.t effectively, substantial 

progress should be attained in all meetingso Most of the boards indi­

cated that substantial progress was accomplished in all board meetings, 

but two of the group B firms' boards indicated it was not. Individuals 

who indicated substantial progress was not attained, 22 percent of all 

directors, were asked why not. Their answers included the following: 

lack of information, seven percent; additional time needed to consider 

information, four percent; did not concentrate on board business, four 

percent; or had differing viewpoints, seven percento The statements on 

lack of information and not considering board business indicate the need 

for planning and organization of the meetingo Generally, all the infor­

mation that is wanted is not availableo Many times, however, more 

informed decisions can be made if more time is taken to secure more 

information. If more information were given to directors prior to the 

meeting, the directors should have the time needed to evaluate the 

information. The last comnent, that the directors had differing view­

points, is probably good provided it does not go to extremes. Differing 

viewpoints should lead to discussion which brings out all the issues; 

therefore, leading to more informed decisions. However, after the board 

reaches a decision, the board member should then respect and be ready to 

defend the board's decision. All of the boards agreed that they did 

respect and defend board decisions even though some directors may have 

voted differently. 

Most writers suggest that board meetings would proceed more 

smoothly and accomplish more if the board members are informed on the 

content of the meetings in advanceo Only one firm's board stated they 

regularly received an agenda for the board meeting. However, five 



additional boards indicated that they were informed if there were 

special things to consider in addition to the routine business. The 

only size and performance grouping in which the boards were not informed 

was the small group A categoryo Also in all cases the boards were 

informed by the manager (see Table XII, Chapter IV)o 

The purpose of an agenda for the board meeting is to give the 

directors time to consider the topics of business before the meeting. 

All of the boards who were informed indicated that they were notified 

* less than a week before the meeting. The responses ranged from one 

day to a week. The form of the notification was written, verbal or 

both; with written notification being the most connnon. Thus, the direc-

tors in the firms that were informed in advance should have adequate 

time to think about the topics to be discussed in the board meeting. 

The boards of farmer cooperatives usually serve on the board for 

motives other than monetary considerations. All of the boards in the 

study were paid for their services, but the pay usually just covered 

expenses. The median amount of per diem paid the boards was seven and 

one-half dollars and ranged from three to 15 dollars. The median amount 

paid per meeting was lower, six dollars, for group A boards than group 

* The bylaws of these firms spell out the duties of the board 
officers and other details. The bylaws were checked to see if the 
notice for the regular board meeting must be made by any certain time. 
In all the cases except one, the bylaws stated that the board was to 
have regular monthly meetings but gave no other details. In the one 
that did give details on notices for board meetings, the bylaws stated: 
"Notice of all regular and special meetings of the directors or execu­
tive connnittee shall be mailed to each Director at least three (3) days 
prior to the day of the meeting or given in person or by telephone or 
telegraph at least 24 hours prior to the time of such meeting; provided 
that notice of any meeting may be waived in writing by all of the 
members of the Board or Executive Connnitteeo 11 



B boards, eight dollars. For the boards that were paid mileage, the 

most often mentioned amount was eight cents per mileo 

1~8 

Even though their pay just covers expenses, 89 percent of all the 

directors attend all the board meetingso However, relatively more of 

the group B directors, 93 percent, attend all board meetings than group 

A directors, 85 percent. 

Summary 

The boards in this study indicated they select additional enter­

prises that will serve the members thereby harmonizing members' inter­

ests and yet must financially benefit the firm. These firms are 

providing grain marketing seryice~ and as such, they plan on providing 

a market for the grains grown by their members unless they do not have 

special equipment needed or do not have a marketo In general, the mem­

bers are kept informed on their business usually at the annual meeting. 

Most of the firms have not developed a policy for unions and collective 

bargainingo The firms in this study sponsor youth activities and 

contribute to local fund raising drives to maintain community relationso 

The firms studied indicated a sound board was perpetuated by 

following the bylaws' eligibility requirements for directors and orien­

tating new directorso The eligibility qualifications for directors 

imply that these cooperatives have no professional directors nor "inside 

directorso" Most of the boards indicated that directors were elected 

from specific districts which would give members more representation on 

the boardo A majority of the boards indicated that nominating commit­

tees for directors were not used. Also most of the boards indicated 

there were no limits on the number of terms the directors could serveo 



Usually, new board members were orientated by attending board meetings 

and learning as they serveo 

In general, the boards indicated that progress was made in the 

board meetings, the directors defended the decisions mad~ and the 

directors usually attend the board meetingso The boards of group B 

firms tended to spend more time in board meetings per year than did 

group A firms. Finally, most of the boards indicated that they were 

not provided with an agenda for the board meetings, although more 

group B firms' boards received an agenda than group A firms' boardso 



CHAPTE'R X 

SUMMARY AND CONCLUSIONS 

This study was directed toward finding ways to improve the use of 

management functions by the board of directors of cooperative grain 

marketing firms so that they could more effectively manage the 

cooperative. To obtain a basis for reconnnendations, a mail survey 

completed by managers and a personal interview survey for directors 

were used to obtain information for analysis on the types of decisions 

formulated with regard to basic objectives, broad policies, firm plan­

ning, decision making, personnel, finances, member relations, board 

training and board meetings. 

The mail survey included 70 managers that had provided financial 

information and returns were obtained from 41 of the firms. In the 

personal interview survey, 14 firms were selected on the basis of size 

determined by gross operating income and their return on investment in 

the local cooperativee The firms were classified according to return 

on investment as group A (above average) and group B (below average) 

and further subclassified within groups as large, medium and small.· 

Completed questionnaires were obtained from 73 directors and their 

responses, grouped into board answers, were analyzed for differences 

between firm performance and sizeo 

The first sections of this Chapter will review the major findings 

under the above analysis and the last section will suggest methods to 

150 
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improve the management processes of the directorso The summary sections 

correspond to the analysis Chapters of III through IX. 

Characteristics of Board Members and Interpretation 

of the Directors Job 

The typical director suveyed for this study was a farmer who is 52 

years old and operates a wheat and livestock farm consisting of 880 

acres. He has served on the board for four years and has held one board 

office. The typical director has a high school education and has at­

tended some of the director training meetings. He is also active in 

conununity activities and actively engages in two community activities. 

Between the two firm performance categories, the group A directors 

may have more time to devote to their duties because they tended to have 

smaller farms and they have had more years on the board to become famil­

iar with their duties. In addition, they tended to be slightly younger 

than group B directors and a larger percentage of group A directors had 

attended schools and short courses for directors. 

In the interpretation of their job, all the directors consider ana­

lyzing financial matters as an important part of their duties. More 

than half of the directors of medium and large sized group A firms con­

sidered harmonizing interests and perpetuating a sound board as part of 

their duties but group B directors revealed less concern for this duty. 

Establishing objectives and policies was only considered to be an 

important part of director duties by the large size group A firmso 

In addition to their duties, the directors should know their 

responsibilitieso Only the responsibilities to act in good faith and 

with reasonable care and to represent a trusteeship can be considered 
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impor~ant to the directors in terms of percentage responses and there 

were no significant findings in terms of performance or size groupings. 

In addition to these responsibilities, the directors of large group B 

and small group A firms indicated the re~ponsibility to direct and 

attend board meetings was important. 

The directors must receive or acquire the knowledge to perform 

their duties and responsibilities. Less than half of all the directors 

thought they had received ar acquired adequate knowledge and less group 

A directors than group B thought they had adequate knowledge. The 

directors indicated that they had to serve three terms in office before 

they had adequate knowledge of performing their duties and responsibili­

ties. The analysis indicated that directors of small firms felt that 

they needed less time to acquire adequate knowledge. It was found that 

for all directors that attended training schools, more of them felt 

they did not have an adequate !knowledge of performing duties and respon­

sibilities than those that did; except among directors of large firms 

where there was no effect. Thus the primary result from attending 

schools and short courses was to make directors realize their role is 

larger than they had thought. It is concluded then, that schools and 

short courses for directors do have some value and directors should try 

to attend these meetings. 

Decision-Making and Decision Areas 

All of the boards in this study indicated that both the board and 

the manager are trying to anticipate changes in agriculture that should 

be considered in their decision-making activities. The boards also 

indicated that the board and manager work well as a team. The boards 
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indicated they were advised by the manager on their duties and the man­

ager did not ask the board for day-to-day decisions. The boards indi­

cated that problems associated with unclear definitions of duties did 

not occur. Also the boards indicated that the manager provided them 

with adequate information on which to make decisions. 

Analysis of the number of types of information received and/or used 

to evaluate various decisions indicated that more boards of group B 

firms are receiving and using more types of information to make deci­

sions than group A firms' boards. More boards of group B firms indi-

c at:ed they received more types of budgets than did boards of group A 

firms. Less than half of the group A firms' boards received budgets 

estimating the expected performance of the current enterprise operations 

of the firm. Very few of the boards indicated that they prepare com­

pletely a feasibility study but many of the estimates used in such a 

study were developed by more than half of all firms for evaluating addi­

tional enterprises. These estimates were used by more than half of the 

group B firms to evaluate trading area size changes and for group A 

firms to evaluate new ventures. All the boards are receiving financial 

information on the performance of the firm, which is the type of 

information they stated they wanted from the manager. 

The boards' responses as to who actually made various decisions 

were compared to the expected decision-maker. In two-thirds of the 

decision activities, there were no significant departures from the ex­

pected decision-maker,• Next, the decision areas were analyzed on the 

basis of whether anyone made the decisiono More boards of the firms 

belonging to group B indicated that someone performed these decision 

activities than did boards of firms belonging to group Ao Among the 



size groups, the large and small group B firms and the medium group A 

firms' boards indicated someone performed more of these activities than 

the other size-performance groups. 

In the mail management survey, a significant percentage of the 

managers indicated that the boards made decisions on over-all company 

objectives, over-all company policies, over-all company goals, long­

range and consequential commitment of resources and control of the over­

all performance. Analysis of the results from both surveys indicates 

that goals are not generally formulated and that the board and manager 

each expect the other to make decisions on goals. 

Basic Objectives and Broad Policies 

Since the corporate papers contain objectives and policies, these 

papers should be reviewed to insure that they are compatible with the 

current operation of the firm. Although a majority of all firms re-· 

viewed these papers annually, more of the group A firms reviewed these 

papers than did group B. Also as the size of the firm increased, the 

relative number of firms in both performance categories that reviewed 

these papers annually decreased. Analysis of the time since the last 

change in these papers indicated that these firms change their corporate 

papers when they need changing and not on the basis of the board's 

reviewo 

The boards' responses indicated that most of the firms had 

objectiveso The boards gave service to members as the objective of the 

firm and some boards elaborated by stating that the firm should give the 

farmers the best return for grain and least cost for merchandise and 

services. In the mail management questionnaire, most of the managers 



155 

indicated their firm did not have written objectives, indicating the 

managers were not aware that the articles of incorporation contain an 

objective for the firm. The relative number of managers indicating 

their firms had written objectives declined as firm size declined and 

the relative number of firms with written objectives was larger for 

group B firmso 

A majority of the firms in the personal interview survey indicated 

they did not establish goals. There were three firms that had goals and 

used these in determining the share of the grain, merchandise and 

service market they would plan on securing. 

In the personal interview survey, more than half of the boards 

indicated that they had written policieso All of these firms' boards 

gave responses to specific questions that indicated they had policies 

on personnel, marketing, engineering, members or stockholders, finances 

and public relations. A significant percentage of the managers indi­

cated they had written policies on marketing, finance, employees and 

members or stockholderso The response for large firms was larger than 

for the other size firmso The percentage of all firms stating they had 

written policies was nearly the same for both surveys. 

Planning 

All the board members in this study were operating their own busi­

nesses in addition to serving on the boards of the cooperative grain 

marketing firmso Therefore, they do not have adequate time to spend 

developing elaborate plans for the cooperative. Since plans are impor­

tant, the boards need to delegate authority for planning to the manager 



and reserve the right to approve or disapprove the final version of the 

plans. 

In this study, the directors were asked if they had an annual 

financial plan, salary schedule plan, market share plan, and plans for 

facilities and services. Almost all of the firms' boards stated that 

market share plans for grain and/or merchandise and services were not 

developed. Most of the firms' boards indicated their firm did not 

develop salary schedule plans. A majority of the firms' boards declared 

that their firm had made plans for replacement, expansion or improvement 

of facilities and services. However, for the firms that said they had 

plans, in only four cases could the directors agree on the length of the 

plans. This development suggests that most of the firms really do not 

have well thought out plans for replacement, expansion or improvement of 

facilities and services. Three of the four firms that could agree on 

the length of the plan were in the group B category and the plans ran 

from five to ten years ahead. 

A majority of the firms stated they had an annual financial plan 

when specifically aske~ but only three of the 14 firms answered the four 

questions in the same way relating to budgets or an annual projected 

financial plan and knew who developed the financial plan. These were 

all group B firms that indicated that the Bank for Cooperatives had 

helped them in the preparation of the plano Only one of these firms 

also had a longer range plan for facilities and services. 

Thus in some cases, the firms do not seem to have well thought out 

plans either in the short or longer runo The planning that they do is 

more of an innnediate nature because a few of the directors indicated 
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that they do things as they come up regarding facilities and services. 

This is also substantiated by a lack of goals for the firms. 

Some firms have the important task of coordinating plans that are 

developed for them by other firms because these outside firms may not 

have the same interpretation of the firm's objectives and goals. Firms 

that have both five year plans and annual financial plans developed for 

them must coordinate these plans if the firm is to progress smoothly 

toward its objectives. This coordination may entail substantial 

revisions in the plans to achieve smooth progress. 

Personnel 

The board of directors' duties related to personnel include selec­

tion of the manager and development of a personnel policy s.tatement. 

This statement should include statements on selection, training, 

compensation, promotion and personnel safety. 

All of the boards indicated that the manager had complete fre~dom 

in selecting, disciplining and releasing employees. However, a majority 

of the firms' boards stated that job specifications describing qualifi­

cations needed to secure employment had been developed. None of the 

firms indicated they had an elaborate training procedure for their 

employeeso More of group A firms had employees in training who are 

qualified to fill management positions than did group B firms and 

none of the small firms had this type of training. 

Only two of the boards indicated their firms had a wtitten organi­

zational charto However, almost half of the managers indicated their 

firms had written organizational charts. This illustrates that the 

directors are not fully aware of the management tools used by the 



manager. A similar situation occurred in regard to job descriptions. 

Thirty-six percent of the boards and only 15 percent of the managers 

indicated they had job descriptions. 

A personnel policy should also include some statements on compensa­

tion. All of the firms' boards in this study indicated that wages and 

salaries were equitable compared to similar jobs in the surrounding 

area. Usually this was determined by comparing wages paid at other 

firms in the area. More of the group A firms' boards than group B 

firms' boards used this method of comparison. In addition, more of the 

group B firms' boards than group A firms' boards indicated wages and 

salaries were adjusted to individual performance. Next, most of the 

firms' boards indicated they provided benefits in addition to wages for 

workers which included vacations, accident .insurance and retirement 

benefits. Providing merchandise discounts is not a widespread practice 

among the firms interviewed. 

A complete personnel policy would also include the boards' think­

ing on promotion, appraisal and review of employees performance and 

schooling for employees. All of the boards indicated that they consider 

present employees for promotion before they consider individuals from 

outside the organization. Almost all of the firms indicated they 

appraised employee performancee Also, all of the boards indicated that 

their employees were encouraged to attend schools and short courses. 

The boards indicated that adequate precautions are taken to provide 

a safe place for employees to worko They also indicated that they 

provided accident insurance, thus protecting the firms assets and its 

goodwillo 
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Trusteeship 

In their role as trustees, the directors are charged with approving 

important financial matters, and safeguarding and approving changes in 

assets. In most instances, the boards were involved in evaluating 

important financial matters. In many of these decisions, the boards 

were helped by the manager; and for changing the trading area, the 

stockholders were consulted before the decision was finalized. 

Most of the boards indicated that they decided upon the allocation 

of profits on the basis of the financial condition of the firm. More 

of the group A firms' boards indicated they rely on internal financing 

than do group B firms and most of the group B firms indicated that they 

were not financially able to retire member equities;' but the group A 

firms were retiring these equities. 

Another part of the financial condition includes cash discounts 

an~ credit. All of the boards indicated that their firms take advan­

tage of cash discounts offered by suppliers. The firms are establishing 

credit guidelines and are controlling accounts receivable to avoid 

losses due to the extension of credite 

The boards should protect the firms' capital by reviewing the 

insurance coverage, capital funds and financial condition. The boards 

indicated that they were reviewing the firm's insurance coverage. More 

than half of the group B firms' boards indicated their capitd funds 

were not adequate but all of the group A firms had adequate capital 

funds. The boards indicated they were keeping informed on the 

financial condition and almost all indicated it was sound. 

The boards are receiving financial informatio~ and in most cases, 

they are receiving the information they think the manager should 
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presento Analysis reveals that the boards' analysis of financial mater­

ials would be more efficient if they received more comparative 

statements, financial ratios, charts and graphs._, 

Members' Interests and a Sound Board 

The boards harmonize members' interests through the decisions they 

make regarding additional enterprises and grains merchandised. The 

boards indicated that they select additional enterprises that will serve 

the members and yet will financially benefit the firm. These firms are 

providing grain marketing services, and as such, they plan on providing 

a market for the grains grown by their members with some minor 

exceptions. 

The firm should maintain its relations with members, conununity and 

worker groups to be a good neighbor and an asset to the conununity. All 

of the firms keep their members informed on the operation of the firm 

usually at the annual meeting. Generally the boards have not developed 

a policy towards unions and collective bargaining. Half or more of the 

boards indicated that their firm engaged in conununity relations activi­

ties consisting of sponsoring youth groups, participating in fund rais­

ing drives, and encouraging management to become involved in local 

government and/or civic organizationso 

The boards efforts in maintaining a sound board involves the 

qualifications for board members, director selection, term of office, 

directors' training and orientation for new members. The boards indi­

cated that the director qualifications are as stated in the bylaws; 

thus a director had to be a member of the cooperative. Further, these 

qualifications imply that these cooperatives have no professional 
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directors or "inside directors." In addition, most of the boards indi­

cated that geographic restrictions were used to insure board representa­

tion from all sections of the trading area. A majority of the firms' 

boards indicated that nominating committees for directors were not used 

and most cooperatives indicated that restrictions on directors service 

was not used implying that most firms did not have problems associated 

with directors serving too long. In general, training programs for 

potential board members were not used and the new board members were 

oriented by attending board meetings and learning as they served. 

The boards should continually try to improve board meetings which 

includes time spent, board progress, agenda, board compensation and 

attendance. In general, the boards indicated that progress was made in 

the board meeting, the directors defended the decisions made, and the 

directors usually attend board meetings. The analysis also indicated 

that boards of group B firms tended to spend more time in board meetings 

per year than did group A firms' boards. Most of the boards were not 

provided with an agenda for the board meetings although more group B 

firms' boards received an agenda than group A firms' boards. 

Summary of Board Activities 

The boards of all the firms could stand improvements. They were 

especially lacking in the planning area and anticipating future events 

which is a part of planning. Another interesting thing is that some of 

the reviews and plans that were made were not initiated by the board 

but were performed for them by outside firms or trade associations. 

Some of the budgeting, reviews of bylaws, and five year plans were 

performed at least in part by outside firms. 
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The boards in this study indicated that they appointed personnel, 

reviewed the past operation of the firm and approved major financial 

decisions. It has been suggested that the board's largest responsibil-

ity is to appoint a competent manager and let him run the firm. This 

study would seem to substantiate this hypothesis. 

Complete manager responsibility can work out satisfactorily for 

the firm until a new manager is needed. The "one man firm" causes prob-

lems in that the board has to find not only a competent manager but also 

one that is experienced. Since experienced managers are in short sup-:. · 

ply, the firm may have to settle for one lacking experience. Until he 

gains the necessary experience, the firm can have financial problems. 

Differences Related to Firm Performance and Size 

Throughout this study, the boards' responses to the various ques-

tiorts were analyzed for differences related to firm performance and 

firm size. This analysis revealed very few differences, especially 

differences that would explain the firm's performance, and the 

differences that were noted seem to occur because of the firm's 

performance or size. 

The group B firms' boards spent more time in board meetings, re-

ceived and/or used more types of information, seemed to make decisions 
,· 

on more activities, did not delegate as much authority, and more used 

goals, budgets and comparative financial statements. These differences 

occurred because the firms were not performing as the boards would 

prefer and therefore, the boards were attempting to improve the perfor-

mance of the firm by using the accepted procedures in management to 

change the financial status of the firmo However, the group A firms' 
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managers may also be using these management practices but the boards 

may not be aware of their use because they are satisfied with the firm's 

performance and are w:i.lling to give the manager almost complete ------­

authority to operate the firm. 

The only real differences directly related to performance occurred 

in the area of capital funds where group B firms stated capital funds 

were not adequate. Since funds were limited these firms generally were 

not retiring member equities on a regular basis• The firms' capital 

funds may also be related to the planning horizon for replacement, 

expansion and/or improvements in facilities and services and also firms 

having employees in management training. Some of the group B firms 

gave their planning horizon as five to ten years which could be explain­

ed in terms of their capital funds. In other words, they expected to 

have funds available in the future whereas group A firms could undertake 

projects at the present timee In addicion, firms that have limited 

capital might cut some expense by not having employees in management 

traininge 

Smaller firms' boards performed more decision activities and did 

not encourage managers to become involved in local government and/or 

civic organizations~ These differences may be related to the fact that 

in smaller firms, the managers probably have a smaller office force and 

may perform more of the tasks usually delegated to other workers in 

larger firmse Therefore, the manager would not have time to engage in 

outside activities and may ask the board for more decisions. Also since 

directors of smaller firms tended to be younger, farmed smaller farms 

and more of them have attended training meetings, they may have more 

time to review corporate papers and serve on board nominating 
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committees. There were some other differences between the size classi­

fications in the mail management survey but these were not observed in 

the personal interview survey and.may be explained by the manner in which 

the question was worded. These differences included a greater number of 

larger firms using ratio analysis, charts and graphs, and having written 

objectives, long-run plans and job descriptions. 

Suggestions for ImproveJnents 

The examination of the questions asked directors shows that the 

directors are generally content to let the manager run the firm with 

little board supervision until the firm has financial trouble. At that 

point, the board begins to follow the accepted procedures in management 

literature to change the financial status of the firm. The principles 

of management applied to the board are therefore appropriate and should 

be used. 

The board should start at the beginning by reviewing the articles 

of incorporation to refresh its memory on t~e purpose of the tirm. It 

should then develop written objectives for the firm.... The c:>bjectives 

should be more specific than "to provide service" but not so specific 

as to restrict economic growth of the fir111 by limiting the type of 

enterprises or restricting termination of outdated enterprises. A 

typical set of the objectives for a cooperative grain marketing £ir111 

would be: 

To buy and sell all marketable grains grown in sufficient quantity 

to make merchandising economically feasible, 

To actively promote the production of grains adaptable to the 

trading area by providing a market for such grains. 



To provide grain storage services for member-patrons. 

To provide farm production inputs which are of a higher quality 

and/or at a lower cost than would be otherwise obtainable. 

To actively promote the wise ar,.d· proper use of these inputso 
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To actively promote new production methods and provide new inputs 

if needed by the farmer-memberse 

With these objectives in mind, the board of directors should have 

the manager develop realistic goals to reach these objectives in both 

the short and the long-run. The manager should develop the goals be­

cause he will be responsible for reaching the goals a~d he is most 

familiar with the strengths and weaknesses of the firm. For example, 

the firm may have a strong competitive position in grain receipts and 

be receiving 80 percent of the grain produced in its areao In this 

situation, a goal to expand market share might invite severe retaliation 

from a competitor. Hence, the fi+m's short"run and long-run goal may be 

to simply maintain present market share. However, the firm's feed 

department may be obtaining a small share of the market and the board 

may set an objective of increasing the firIIJ.'s share of this market from 

its current five percent to 50 percent within the next five years. In 

this case, the manager may set a goal to increase feed sales by obtain­

ing an additional five percent of the market next year, and 10 percent 

in each of the following four years. The other farm supplies would be 

evaluated in a similar manner considering the firm itself, its competi­

tors and the changes that may occur in farming and/or farm purchases 

and sales. The board must then review the goals to insure that the 

goals will lead to the objectives and to insure satisfactory progress 

toward the objectives. 
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After the goals are developed and approved, these benchmarks 

should be used to develop plans that will enable the firm to attain the 

goals. Since the board members have limited time, they should delegate 

the responsibility for developing plans to the manager or the manager 

assisted by a board committee. However, the full board should review 

and approve or modify these plans to insure proper direction from the 

plans. 

Plans should be developed for each year for at least five years 

and should include sections for each department plus projected capital 

requirements. Thus, the plan would include departmental plans for the 

firm's departments which may include grain, feed, seeds, petroleum and 

miscellaneous inputs, The departmental plans would include projected 

changes in facilities, changes in the trading area, repairs and main~ 

tenance, new equipment, personnel and personnel training. For example, 

to attain the feed goals used earlier, the firm might plan on sending. 

the present feed department personnel to school to obtain training the 

first year and adding equipment for bulk delivery of feed requiring the 

hiring of a new man. To attain the goals for the third, fourth. and 

fifth years, the firm will have to modernize the feed facilities by 

adding new, more efficient equipment and training those who have not 

had training in the second year. With new, more efficient, ~quipment, 

personnel needs should remain the same even though the firm adds more 

bulk feed delivery equipment in the third year which will allow the 

firm to attain its goals. In the fourth ~nd fifth years, the firm will 

only need to maintain the equipment and train any new employees 

resulting from personnel turnover. 
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In the capital requirements section of the plan, the firm must 

estimate the sources and uses of capital for the next year and the 

following yearso This plan for the first year should be specified for 

each month with estimates of sales, expenses and capital improvements. 

These estimates can be made by projecting past sales and expenses into 

the future and adjusting for expected changes. For example, in January 

farmers may normally sell their wheat and move it out of storage 

thereby reducing storage revenues; however, feed sales may be high due 

to winter feeding and there would be little activity in other depart­

ments unless the firm sells home heating oils which would account for 

most sales in the petroleum department. ~he 12 months would be ana­

lyzed in this manner with dollar estimates made for each department 

then these estimates combined into estimates for the total firm so that 

an estimated income statement ts 4eveloped for each month. These 

monthly plans provide a basis for comparing the actual performance of 

the firm with the expected performance of the firm. 

The capital requirement plans for the next four years would not be 

as specific~ The revenues and expenses can be estimated based on the 

goals and the plans for each departmento These plans should also con­

tain plans for management personnel not specifically included in the 

departmental plans and plans for retiring member equitieso Stock re~ 

tirement should definitely be considered an important part of the plan 

because the average ages of farmers has been increasing;thus,the firm 

~ould be faced with large amounts of stock to retire. The firm should 

make estimates of the number of stock holders who will be retiring in 

each of the next five years and make definite provisions to retire this 

stock. 
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Each year these plans and goals should be extended for another 

year and the current year's plan projected for each month. In this 

manner the firm always has a five year plan that is up to date and the 

yearly review will familiarize new directors with the plans. If the 

plans are developed in this manner, a longer~term view will be attained 

that should help the firm survive and growo 

Most of the boards in this study have developed some policy guide­

lines but usually these were developed in response to particular prob­

lem situations and the guidelines recorded in the board minutes only. 

These guidelines in many cases should be further developed and refined. 

Further, policies should be developed for all phases of the operation 

of the firm, including guidelines for personnel, marketing, engineering, 

members or stockholders, finances and public relations. A suggested set 

of policy guidelines appropriate for cooperative grain marketing firms 

is included in Appendix A. After the board, or the board with the man­

ager, develops these guidelines to fit their requirements, the policies 

should be placed in policy manuals which would be available ta all those 

who make decisions, not just to those who read the minutes of a board 

meeting. Certain policies, for example, personnel policies, should 

be made available to those who are affected by the policy. 

The problem in improving the efficient analyzation of information 

presented at the board meetings is that more time must be spent in 

preparation for the meeting. The manager should be preparing this 

information to be used to make management decision~ so really all that 

needs to be done is to put it in a form suitable for presentation to 

the directors. 
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Generally a balance sheet and an income statement are presented to 

the board at each meeting. In a few firms comparative statements are 

also prepared and presented to the board. Instead of presenting compar-

ative statements, per se, the board may find percentage changes from 

the previous month and for a year ago more valuable. Also in addition 

to the regular income statement, an income statement that shows the 

percentages with sales as one hundred percent pin points for management 

and the directors the items that are out of line. The percentage 

changes and percentage income statement can be discussed in the meeting 

leaving the actual figures for independent study by the directors. 

Charts and graphs of financial ratios can provide rapid analysis of the 

operation of the firm and indicate areas for improvements. These finan-

cial ratios should include the ratios of: current assets to current 

liabilities, liquid assets to current liabilities, inventory to net 

working capital, net sales to average net working capital, total lia-

bilities to tangible net worth, fixed assets to tangible net worth, net 

savings to tangible net worth, net savings to net sales, net savings 

before taxes to net sales, operating savings to riet sales, gross savings 

to net sales, accounts and notes receivable to net credit sales and cost 

of goods sold to average inventory. In addition to ratios for the en-

tire firm, the ratios of: net savings to tangible net worth, net savings 

to net sales;, net savings before income taxes to net sales, operating 
. . ·. ..· 

savings to net sales, gr~ss sav:i.hg} to net sales and cost of goods sold 

to average inventory should be computed for each department or enter-:.· 

prise in the firm. These should be computed over time to have a basis 

for comparisons and also compared to the industry average when 

possible. 1 
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Although the meeting will proceed more efficiently by preparing 

this financial information, less meeting time would be taken if these 

materials were presented to the directors in advance of the meetingo 

Therefore, the directors should receive the financial information well 

in advance of the meeting so these statements can be compared to the 

plans for the monthe Then the actual meeting can be devoted to review­

ing the charts of ratios and discussing financial statementso Utilizing 

these methods, the current affairs of the business can be handled 

quickly and efficientlyo 

The directors should also receive an agenda well in advance of the 

meetingo This agenda includes the topics that will be discussed so that 

the directors can be prepared to make decisions in the meeting without 

requiring additional time to consider the topics. In this manner, the 

current business of the board can be accomplished in each meeting and 

not necessarily put off until a future meetinge 

The members should recognize the importance of a sound board to 

the successful operation of the firm. The board should use a nominat= 

ing committee to suggest potential candidates for the members' 

selectiono Also, the notice of the meeting could include the charac­

teristics that an ideal, director would havee The members should also 

consider increasing the compensation for directors so that they are 

more adequately compensated for their service. A higher level of com­

pensation may encourage some qualified members to accept the position 

who would not otherwise do so? 

The use of management processes will not become widespread until 

the directors are familiar with them and how to use themo This train­

ing process should be developed both for new directors and for directors 
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who have served on a board. Since the directors that have served on a 

board are familiar with some of the things directors $hould do, their 

needs are different. 

The directors who have not served on a board need to understand 

the respon$ibilities of the directors. In particular they need to be 

made aware of their role in looking past the immediate needs of the 

firm and to view the firm in more long-term context. In this manner, 

they can see the role and usefulness of plans and planning to the firm. 

They need to understand that the board or the board and manager needs 

to establish and review objectives and· policies. The manager and his 

assistants need to develop the goals and yearly budgets that the board 

would then review. The board needs to make sure that the short-term 

plans are consistent with the long-term plans during their reviewo 

The new directors need to understand their role in maintaining and 

enforcing corporate papers, electing board officers to provide leader­

ship and organization and in electing a sound boardo The responsibility 

of the directors in appointing key personnel deserves special attention. 

The directors must be able to recognize competent managers when appoint~ 

ing new managers and to be able to recognize those with management 

potential to be appointed to lower level management positionso The 

appointment of a new manager is probably one of the most important deci­

sions that the board must make. And unless special efforts are made to 

have a capable assistant ready to step in by having the manager train 

his replacement, the board will have to secure a manager that has some 

experience from another firms 

The new board member also needs to become acquainted with the 

financial statements he will need to evaluate. He needs to understand 
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the various financial ratios which ailow a rapid analysis of the firm's 

operation and changes in the firm's operation over time. 

Finally, the new directors need to realize their responsibilities 

in approving changes in the firm's assets. Many of the changes in 

assets should be considered in the planning activities. For example, 

a plan calling for the addition of a sideline may involve additional 

facilities and new equipment. 

The directors of the cooperatives both new members and those that 

have served should receive a director's manual. Such a manual will 

serve as an aid in providing contin~ity of thought and action and will 

help directors understand their responsibilities, save time, k~ep delib• 

erations on important matters and aid in making consistent decisions. 

The directors'manual can be a looseleaf notebook containing copies of 

the law under which the corporation is organized, its articles of incor~ 

poration and bylaws, a copy of the policy statements, a brief history of 

the corporation including its successes and failures, current minutes 

and agendas of the board meetings, the yearly plans and budgets com~ 

prising the long-run plan, executive proposals and feasibility reports, 

current comparative balance sheets and income statements, and historical 

and current financial- ratios for the firm's liquidity, solvency, and 

profitability a 

The directors who have served on the board mainly need to improve 

their skills in planning and in reviewing financial matters. The other 

responsibilities are being performed already. 

The improvement of director skills cannot be accomplished by bulle­

tins and books aloneo The directors need to attend formal training 

sessions to improve their skills. These training sessions would be for 



all directors the first year and the~ ye~rly for new directors frol!l 

then on. it would be l!lOSt ~elpful if mandatory attendance at these 

meetings could be accomplisped. 
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APPENDIX:~ 

SUGGESTED POLICY GUIDELINES 

Personnel 

The firm recognizes the need for hiring and retaining capable 

productive employees. Therefore, prospective full~time employees should 

have completed high school and should be mentally and physically able to 

perform the tasks involved. The fir~ will not discriminate among 

employees because of race, color or age. 

The starting salaries and wages shall be equitable ~ompared to 

salaries and wages in the area. Anm,1ally, the workers' perfo+tnance 

shall be appraised by the board and manager and the app+aisal used to 

adjust salaries and wages and to promote employees. The firm shall 

encourage employees to attend schools and short courses and reimburse 

employees for their e~penses incurred. In addition to wages and salaM 

ries, each employee shall receive a two week vacation after one year of 

employment, health insurance and retirement plans shall be avai\able 

for employees. 

The firm shall provide a safe place for employees to work and a 

safe place for farmers to patronize. Therefore, personnel should report 

any hazardous conditions to their supervisors who shall report to the 

manager. The manager shall have the responsibility to take immediate 

action to remedy the condition and in addition, he shall inspect the 

plant and equipment not hss than annual.ly to determipe hazardous areas • 
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The organizfltional chaJ:.!t cou!i:t. b~ as shown in Figure 2. 

I.· :·Board: ~f D~rector~ I 
I:. · ~anaJer· . j 
. . .. W 

1

l3ook~~~per 

Assistant Managef 

E l.evat·or . · 
Foreman, 

Seed Grain fettt 1~•t. Maintenance : 
Cleaner Eoremen . .:,. , Foreni.an Foreman 

Help Help 

Figµre 2. S~ggested Organizational C~art 

as follows: 

Manager 

Will be responsible to the boa~d ot directovs and have the 

responsibility for: 

lo All employees and actions of all. employees. 

2. Selec~ion, disciplining and r~leasing employees. 

3o Insuring that new employees ~eceive adequate on-the-job 

training. 
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' ' ' 

4. Training the ass;i.stant managei;' so that he can take over the 

manage+'s duties. 

5. Setting wages and ,give raises to personnel below the level of 

assistantma.nager. 

6. Presenting a review of pe;ttsQq.n~l to t;he board for their 

appraisal. > .i · .. ·•. .>, ·.·. · .. · •... . · ·· ·· 
7. Preparing comparative balan~ei;ll~ets,Jn~ome statements .and 

f inancicll ratios for presentat,:icm t;o th,e .board members at 
. ! • ·,.~ . . 

least two da.ys p:rior tq the m~~t:i.ng. 

s. Preparing andupdat;ing>annualtyi;l).ortan4 long ... range plans and 

goals for the firm; ' .. 

9. Preparing fe.asi,.'biUty stµ~;i.¢~) f~r expa1;1sion.s of the present . 

·Assistant Manager 

Will be respo'\sible M th• ~~•$•; •~ Mvo responsi'bility for: 

1. Assisting the miinager in h~s gµt::i.~S:• .· ... 
. . .· .. •. ' ................ , ' 

scales. 

3. Keep:Lng off;ice
0

cl~a,11 at aq t;.trp.es.· 

4. Assisting in other if needed. 

Bookkeeper 

Will be respomri.ble. t;o the mal').ager ~mcl have the responsibility for: 

1. Keeping all recordso 

2. Performing the clerical worl<;. 



3. Assisting with making tickets, waiting on c~stomers, and 

running the scales, if needed. 

Elevator Foreman 

Will be responsible to the assistant manager and have the 

responsibility for: 

1. All employees working in and about the elevator. 

2. Supervising all the elevator's operation and repairs. 

3. Insuring that the grain is properly stored. 
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4o Making sure that elevator equipment and elevators are se:i:viced 

and maintained. 

5. Keeping elevators and premises clean at all times. 

6e Assisting in other departments, if needed. 

Seed Grain Cleaner Foreman 

Will be responsible to the assistant manager and have the 

responsibility for: 

1. All employees working in and arqund cleaner plant. 

2. Making sure that cleaner equipment is servi~ed and maintainedo 

3. Keeping cleaner premises and buildings clean at all times. 

4. Assisting in other departments, if neededo 

Fertilizer Foreman 

Will be responsible to the assistant manager and have the 

responsibility fo.:t: 

1. All employees in and about the fertilizer planto 

2. Making sure that fertilizer equi~ment is serviced and maintained. 
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3. Maintaining the fertitizer inventory by keeping the assistant 

manager informed on reorde+ needs. 

4. Keeping the fertilizer pr~mi~es and b~ildings ~lean at all 

times. 

5• Assisting in other de~artments, i! needed. 

Feed Mill Foreman 

Will be responsible to the assistant manager and have the 

responsibility for: 

1. All employees in and aroung feed miit. 

2 o Sµpervbe all the feed miU' s qperati.ons. 

3~ Making sure that feed mill and equipment is serviced and 

maintained. 

4. Maintaining the feed i;n.ventory by keep;i.ng th~ assistant 

manager informed on :reorder needs. 

5. Keeping the feed mill buildinij and premises clean at all times. 

6. Assisting in other departments, if needed. 

Maintenance Foreman 

Will be responsible to the assis;~nt manager and have the 

responsibility for: 

1. ~aintainin.g and keeping all the company equipment i,n proper 

wo;rking order. 

2. Assisting in other departments, if needed. 
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Ma,;keting 

As a grain marketing cooperative, the purpose of the firm is to 

buy and merchandise grain. Hqwever, spe¢ialty crops or for crops that 

will not move in the normal grain channels 1 the manager may refuse to 

purchase the crop but shall assist the member in marketing his crop! 

The manager shall determine the price to be paid for grain and shall 

decide to whom the grain will be sqldf However, unusual competitive 

situations, as the introd4cti9n ot a competitor, should be discussed 

by the board and the manager. 

The firm shali provide farm p;oduct;9n inputs in which it can 

supply a higher quality and/qr at a lower cost than presently 

available. The manager shall ~etelimine tl;le prices for tl).ese inputs 

and the firm's supplier. The manager sh~ll also determine the amount 

and type of adve:t:tising µndertaken. 

The firm must operate as effiqientl.y as possible. +herefore, 1:he 

manager shall bring to the board's attention any new technological 

developments that can be utili.ze9 Py the Urm to redu~e its costs. 

These improvements shall be included in the firm's short and long-run 

plans if they are economically fe;:tsible. 

The manager shall develop short and long-run plans which include 

changes or improvements in faej.li~ies and, eqqipment and shall evaluate 

the use of personnel to carry out the operations of the firm. Plans 

for facilities and equipment shall be reviewed yearly and updated. 

Also, the grounds and facil;ties ~h~ll be kept neat and in good repa:j.r. 
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The firJnshall operate ip che best :i.nt:ere~ts of the I11ernbers as a 

group. Theref9re, the boa;rd and mana.ger w:ill determine the am~u~t of 

patt:ronage refun(;lf;! consideting thEI desires of members for ref1,1nds apd 

the needs of tll,e firm aE.i deter!,'llip.ed PY t}le plans f,n: the :Eirm, The 

board and manage:i: shaU anm~aHy review the f ;i.J;m' s insuran~e c<!lverage 

to insure that members capital ;s adeq1,1at:elY protec;ted• The 1:;,oa;-d 

shall meet !llPnthly and review the finan~tai ~e;,ndit;i.011 of the fit"m along 

with other boa:rd business. To promote ~¢er understandin~, the me11u;>e1cs 

will be informed on the operation of·theit tirJnat the annual meet;:ing 

and the manager should inform the members qn business conditions at 

other ti.llles as the need ar;i.ses. 

'J;'he firm shall p:i:-epare as a paft qf :I.ts short and long .. run pl.ans 

a fin;:lncial plan that spec;iUe!? sout"ee~ ;;md uses of capital. In carry­

ing out these plans, internal fi.naru;;in~ shatl be u~ed as· .long as 

growth o~ the firm is not hip!;iei'ed, AH pro~osed capitd expend:i;t1,1res 

such as new facili~ies or equip~nt shall te evaluated on the basis of 

their economic feasibility, 

The manage+' sh~ll <;level,9p c;redit gµ',idialines which the board will 

review then modify, if necessa~y, a~d ~Ppfove. These guidelines should 

take into consideration the competitive ~qn~itions ~nd make clear the 

terms and conditions under which ~!;'edit will be e;,ctfi!nded. 



Pu~li~ Relati<:>ns 

The firm rec;ogni,zes that i1;: i:nust l;>e a good neighl:!or in the 

colllI!lunity. There!<;>re, the ,Utlll will SP~msoi or help f?ponsor youth 

group activities and part~cipate in l~tal fund raising drives. The 

manage~nt is also encouraged to participate in lqaa1 civic 

orga,;iizations. 
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