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Taking Policy Governance to Heart

The practical significance of the 10 principles of Policy Governance

BY MARK GOEHRING

great cooperative thinker, Sid
Pobihushchy, wrote an article in 2002
to help us understand the 10 coopera-
tive values, “The Cooperative Values:
Their meaning and practical signifi-
cance” (find it at www.cdsconsulting.coop/
cbld). In his opening paragraph, he asserted
that the cooperative movement and its busi-
nesses are the only way to accomplish the objec-
tive of community, the optimum condition for
human fulfillment; that cooperative education
is required; and that the 10 cooperative val-
ues provide the foundation for that education.
While there are many ways for us to discuss
aspects of cooperatives, the values provide the
foundation.

Similarly, the 10 principles of Policy Gov-
ernance* provide a foundation to understand
the governance operating system used by many
cooperatives (and other types of organizations).
Governance education is required to realize ef-
fective governance in much the same way that
cooperative education is necessary to realize
functional cooperatives. To learn and under-
stand the Policy Governance system, the place
to start is the fundamental principles that define
the system.

In his article, Pobihushchy offered a nifty
framing so that his definitions would convey
enough of the meaning of each of the 10 coop-
erative values to serve as a starting point for
further thought and deliberation. Here, I too ask
that you accept this article as a starting point.

1. Ends policies

Cooperatives are clearly mission-driven organi-
zations. Cooperatives exist to create a difference
in the world, to provide a benefit and value on
behalf of member owners. Ends describe this, in
three parts:

Desired outcomes. What difference are we ex-
pecting as a result of our co-ops? The preamble
that I've found to be useful to get me into “out-
come thinking” mode is:

As a result of all we do, all the programs and
activities of everyone involved in our co-op, we
will have (fill in your expecta-
tion for desired outcomes).

* Policy Governance® is a registered service mark of
John Carver.
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Governance principles summarized

Following are the 10 Policy Governance principles organized to reflect their

functions:

Four types of Fundamental Fundamental to the
policies: to having policies:  organization:

* Ends * Policy and * Ownership

* Board process

¢ Board/general in sizes

manager * Any reasonable
(or equivalent) interpretation
relationship ¢ Monitoring

¢ Executive limitations

Note: The article discusses these items in a
slightly different order.

Recipients of the desired outcomes. Thinking
about the intended desired outcomes, who is
it that we name as the beneficiaries of those
outcomes?

Relative cost. There are various approaches
to understanding this aspect of an Ends policy.
My favorite: Is the outcome that we’re creating
worth all the effort and resources it takes to de-
liver it? While I believe this is a critical gover-
nance question that may, in time, help us make
a strong case for the cooperative advantage, I
haven’t seen it play out yet in a meaningful way.
(To read a great “at what cost” report, read the
book, The Three Trillion Dollar War: The true
cost of the Iraq conflict, by Stigiltz and Bilmes.)

2. Ownership

The organization exists because we have own-
ers, and it exists to create a benefit and value on
behalf of owners. Owners authorize the board to
act on its behalf, and when we consider the flow
of empowerment and accountability through the
organization, it starts and ends with our mem-
ber owners.

When giving the introduction to Policy
Governance in our Cooperative Board Leader-
ship 101 “foundations class” for newly elected
directors, I've found it useful to point out that
our owners don’t always agree about everything

decisions come

Fundamental to delegation,
empowerment, and
accountability:

* The governance position

Fundamental to successful
group dynamics and
board authority:

* Board holism

(smile), which is at least one good reason for
the board to fully assume its leadership position
as authorized by a diverse group of member/
owners.

This principle coupled with the Ends prin-
ciple show the strong synergy between Policy
Governance and cooperatives: We know we
have owners; we know our cooperatives are
purpose-driven.

3. Board process policies

These policies describe the expectations the
board has for itself and its work—the agree-
ments the board has made about how it intends
to perform its role. Here’s the global policy from
our sample set:

Acting on behalf of our owners, the board
ensures that our cooperative produces benefit
and value, while avoiding unacceptable ac-
tions and situations.

It’s typical to include subpolicies (see prin-
ciple 8 “Policies come in sizes”). Here are the
types of policies included in our sample set:
governing style, the board’s job, agenda plan-
ning, board meetings, officers’ roles, directors’
code of conduct, board committee principles
and governance investment.



Note: the cooperative board leadership de-
velopment team of the CDS Consulting Co-op
has recently revised its set of policy samples. It
was a major revision and, in our view, trans-
formational. We encourage you to give them
consideration. (www.cdsconsulting.coop/cbld)

4. Board holism

The board runs such a good process that each
director fully supports board decisions even .
when a director doesn’t agree with the decision. SR TR

This is a powerful concept, a high bar for being | BOkAxH
in touch with group dynamics and the board’s
authority. This expectation is typically embed-
ded in the director code of conduct policy, but
my sense is that accomplishment of the expec-
tation comes from a mature understanding of

board policies and its process for deliberation
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and decision-making. Board holism does not -
mean that all directors are supposed to think : _ : il
the same; it does mean that all directors are d . : LLE o UHEHN“:
.. ; PEST
expected to support all board decisions. ki _ ' cONTROL -
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5. Board/general manager (or equivalent)
relationship policies s
These policies describe the relationship : M_EoPots
between the board and its delegate, the gen-
eral manager (or equivalent). The concept of

“sole point of delegation” is in play here and is Practical Goods for

described in these policies.

Here’s the global policy from our sample set: N a tu ra I Li Vi n g

The board’s sole official connection to the Call or email today for our 2009 catalog
operations of the cooperative will be through

1-800-234-5932 ﬂ(

Again, it’s typical to include subpolicies.
Here are the ones included in our sample set:
unity of control, accountability of the general
manager, delegation to the general manager

and monitoring general manager performance. MI K E B R AG A

Advertise in the

6. The governance position Grower of Certified Organic Cﬂﬂperauve Grﬂcer
This principle represents the line that is drawn Almonds and Pistachios
whenever delegation occurs. If the board says, ORGMIC
“We authorize to do this work,” then P: 559-675-1743 .
the person named has the responsibility for this ) To advertise,
work and no one else. F: 559-661-0345 3 contact Sally at
Here is a personal example I give in class www.BuyOrganicNuts.com S 612/644-0858 or email
where the relationship was blurred: When I : lve &
was a child, my mom told me to clean my room CCOF sally®cooperative
and then cleaned my room for me. True, my Go Green—Eat Pistachios! L J grocer.coop
room was always clean, but whose job was ®> Organic<
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CDS provides
consulting services
for food co-ops
large and small.

We help you grow
and expand.

CDS identifies and
uses best practices and
data-based decisions
for continuous im-

We help you assess and

CDS Consul
(A&

provement.

plan improvements.

CDS Consulting
understands both
your business and
your cooperative
organization.

We help you integrate
and strengthen both.

-

CDS supports co-op
boards governing ef-
fectively on behalf
of their communities.

We build strong
leadership.

If you're ready to take the next step in your
future, visit www.cdsconsulting.coop to

see how we can work with you to spiral upward.

ting Co-op

A
v

SOLUTIONS FOR COOPERATIVES
www.cdsconsulting.coop
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<m it? From my view at the time, it was easy for me to say that it was my
mom’s!

The board, being near the top of the accountability chain, gets to deter-
mine the governance position line in its policies. Once that’s done, be clear
in honoring the authority, delegation, and accountability reflected in the
policies.

1. Executive limitation policies

In its Ends policies, the board described its expectations for organizational

accomplishment. Limitation policies limit the authority of the general

manager (or equivalent) as it goes about accomplishing the Ends. Don’t

confuse limitation policies with organizational accomplishment; limitation

policies are not intended to explain why the co-op exists or how great it is!
Here’s the global policy from our sample set:

The general manager shall not cause or allow any practice, activity,
decision, or organizational circumstance that is unlawful, imprudent, or
in violation of commonly accepted business and professional ethics and
practices, or in violation of the Cooperative Principles.

Again, it is typical to include subpolicies. Here are the ones included in
our sample set: financial conditions and activities, business planning and
financial budgeting, asset protection, membership equity and benefits,
treatment of consumers, staff treatment and compensation, communica-
tion and support to the board, board logistical support, and emergency
general manager succession.

The board is accountable for ALL the countless actions, decisions and
organizational circumstances of the cooperative. This principle provides
a powerful method for the board to provide values-based boundaries and
limits of authority to the general manager.

¥ NANCY’S ORGANIC LOWwFAT KEFIR

Nancy’s Kefir
has gone Organic!

e Made with 100% organic milk from small

e . .
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¢ A fresh cultured milk with probiotic
cultures, billions in every sip
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e New Flavor ~ Nancy’s Organic Plain
~unsweetened for a smooth tangy taste ~
joins our Blackberry, Peach,

i :..-....»-J" ': Raspberry and Strawberry
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resealable 32 oz sizes
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Do not think of limitation policies as a way
to tell the general manager what to do, just us-
ing negative language. Rather, think of them as
saying, in advance, what’s not OK. “It’s not OK if

In a recent session, a director offered up this
example of use of limitation policies: Just tell the
child, “It’s not OK to throw the blocks.” It’s easier
and more effective than providing directives if the
goal is for the child to have fun with the blocks.

We are quite pleased with our new sample
limitation policies and encourage boards using
or considering using Policy Governance to check
them out.

8. Board decisions (policies) come in sizes

The board’s decisions, written down as policies,
are organized using a “broad to specific” concept.
This principle is often illustrated using a nested
bowls concept: largest bowl controls all the bowls
nested inside that bowl. The “global” policy for
each type of policy is the broadest expectation.

The starting point for understanding the
board’s expectations, leadership, and control is
always the global policy in one of the four policy
areas of Ends, board process, board/general man-
ager relationship, and executive limitations. An
easy way to practice this is by asking: What have
we already said about this?Then go to the global
policy, and step down to the specific policy under
consideration.

How does a board know when to stop writing
policies (that it has been specific enough)? The
answer to this comes when coupling the “broad to
specific” concept to the “any reasonable interpre-
tation” principle, below.

9. Any reasonable interpretation

The board agrees that it is willing to accept any
reasonable interpretation of its policies.

As a result, those granted authority by board
policy (the general manager and board chair, for
example) may assume their responsibilities know-
ing that all related actions, decisions, and circum-
stances will be judged based on reasonableness.

In the abstract, “reasonable interpretation”
may seem vague. Here are the two ways it typi-
cally comes into play for the board:

Policy setting: When a board is stepping down
from the broadest policy level to a more specific
one, with each step it asks, “Are we willing to ac-
cept any reasonable interpretation of this expecta-
tion?” Taking this process seriously will result in
the board having only the policies it really needs
to do its job. (Note: using the “broad to specific”
concept is critically important to realizing this
objective.)

Monitoring: When a board is judging a monitor-
ing report supplied by the general manager (Ends
and limitation policies) or from the board chair
or a board member (board process and board/
general manager relationship), acceptance begins
with the question: “Are we able to accept the =)

Phone 1-800-533-2215 or 507-725-5
Fax 507-725-5285

FAMILY FROZEN

OWNED ORGANIC
AND FRUITS AND
OPERATED VEGETABLES!

www.snopac.com or email: snopac@snopac.com

281

What will help co-operative and credit
union managers create

a hopeful tomorrow together?

co-operatives.”
Lily Ng,
Class of 2007

Tom Webb, Program Manager

John Chamard, Program Co-ordinator

Master of Management — Co-operatives and Credit Unions
Department of Management, Saint Mary’s University
Robie Street, Halifax, Nova Scotia, Canada B3H 3C3

Tom.webb@smu.ca
902 496 8170 or 902 863 0678
John.chamard@smu.ca 902-420-5769

www.smu.ca/mmccu

“It has been a privilege to engage in class discussions
and personal interaction with the other participants.
I will leave this program with a great feeling of hope
for our future, knowing that there are such inspiring
and wise individuals who are so committed to

According to Lily Ng,
it is The Master of
Management -
Co-operatives and

Credit Union Program

The only Master of Management -
Co-operatives & Credit Unions

in English from an accredited
university. A distance-learning
program designed to allow you to
study & work.

Application deadline May 31 for
Fall. Orientation early August.
Information and Student Profiles:
www.smu.ca/mmccu

SAINT MARY'S
W UNIVERSITY SINCE 1802

One University. One World. Yours.
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<= interpretation(s) of policy as being reason-
able?” Thane Joyal’s article on “reasonable”

did a great job framing the notion (Cooperative
Grocer, Sept.—Oct. 2008). As Joyal also points
out, honoring this principle is consistent with
how Kathryn Sedo describes what’s necessary
for directors to fulfill their legal duties in her
article, “Legal Duties and Responsibilities of
Board Members” (Cooperative Grocer, April-May
1986).

10. Monitoring

If a board goes to the trouble of having expecta-
tions and writing them down (a good idea!),
it must also follow through and check to see if
its expectations are being met. The monitor-
ing principle closes the accountability loop by
requiring a response that demonstrates that the
expectations expressed in the policies have been
met or honored.

Typically this is done via a monitoring sched-
ule, so that all parties know when monitoring

GENERAL MANAGER
City Center Market, Cambridge, Minn.

Our co-op recently relocated and expanded to 5,500
square feet; sales are $1,300,000 and growing. We need
a savvy, community-oriented person with good energy and
intuition; excellent communication skills; creative ideas,
with demonstrated follow-through; some retail experience
with proven results. Salary negotiable. Cambridge is a
small rural city 50 miles north of the Twin Cities.

Email letter and resume to: Mike Brennan at theboard@
citycenter.coop. 612-423-2553 with questions.

reports are presented to the board. All four types
of policies should be checked: Ends and Limita-
tion policies are presented to the board by the
general manager; board process and board/gen-
eral manager relationship policies are presented
by either the board chair or another director
assigned the task.

In an earlier article, “Entering the Account-
ability Zone,” I describe the task of considering a
monitoring report presented by the general man-
ager (Cooperative Grocer, March—April 2006).

These 10 principles work in concert to pro-
vide a complete operating system for effective
governance. Sid Pobihushchy’s paper guides us
to deepen our understanding of cooperative val-
ues to expand what’s possible in the cooperative
movement. Aspiring to that model, I encourage
directors to deepen their understanding of these
principles of Policy Governance to advance what
is possible through effective governance of our
cooperatives. B

When is Borrowing
also Investing?
When your co-op takes a loan from
the Cooperative Fund of New England,
you're helping to ensure that financial resources
are available to future co-operators.
) We also welcome your investment.

-, COOPERATIVE FUND

=" of New England

-

CFNE is a socially responsible investment option.
web: www.coopfund.coop * tel: 1-800-818-7833

Keep your policy makers in the know.

Please consider a subscription to the Cooperative Grocer
for each of your board members.
subscribe at www.cooperativegrocer.coop

GooperativeGrocer

FOR RETAILERS AND COOPERATORS
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FURTHER READING

¢ The International Policy Governance
Association maintains a Policy Governance
Source Document, which you can find here:
www.policygovernanceassociation.org/
PG-SOURCE-DOC.doc

* Boards That Make a Difference: A New
Design for Leadership in Nonprofit
and Public Organizations by John
Carver (Jossey-Bass, 1990; 2nd edition,
1997; 3rd edition, 2006). From www.
carvergovernance.com. This book is
the “flagship” explanation of the Policy
Governance model as it relates to nonprofit
and governmental boards. Itis the single
most inclusive text on the model.
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Toolbox Manuals
now available through CGIN

Toolbox titles
now on CGIN:

» Hiring a General Manager

iy J;P;J.rjlf E}.
Gmem( Manager

P Boards of | Direcis

» Financial Management

» Governance Including the

» Market Study newly updated o~q&
2008 version of "i&g
» Relocation and Expansion “Hiring a

: General
» Ownership Manager”
» Challenges for the
Co-op Board

» We Own It: A Workbook
About Member Equity

» A Relationship of Respect:
Evaluating the General Manager

by Carelee Coleer

Cooperative Grocers’ H
Infofmauon S Find all the toolboxes at

Www.cgin.coop www.cgin.coop/toolbox



