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There is an important job waiting for you after  
you hand off management control to the next  
generation. This is only possible if your family  

business has a transparent and professionally  
functioning owner board of directors. BY DICK WITTMAN1

One of the greatest untapped resources in family businesses is extending the farm 
career path beyond the role of CEO or general manager. As a chairman of the 
board, the farmer with decades of experience can hand the reins of the operation 
to the next generation while still playing a vital role in the ongoing development 
of the business. Once a farm business creates a chairman position for its board, 
this opens the way for this individual to lead the farm in a strategic direction 
that can optimize the development of the farm and its business operations. But 
what does it take to have a transparent and well-run board of directors? This 
paper offers guidance for would-be chairmen and chairwomen, on the role of the 
board, particularly in planning ownership and management transitions, setting 
investment and employee policies (including how to integrate interested family 
members into the operation) and even the nuts and bolts of creating an effective 
agenda for your board meetings. Here is a helpful overview for the board chair to 
become an effective leader of a board of directors.

Transition discussions frequently struggle with separately focusing on the 
roles family business principals have as owners versus providers of labor and 
management. The latter role is the focus of this first topic of discussion.

I often ask a farm crowd, “What does the career path look like in your 
business?” As members of the audience are shaping the answer in their minds, 
I prompt them with a pictorial flow chart that depicts what most are already 
thinking: “First, you start out as a grunt. Then, if you hang around long enough, 

1 Dick Wittman is Board Chair and Transition Coach for Wittman Farms, a diversified grain, cattle and timber operation 
in Northern Idaho; Cori Wittman assumed the CEO role as Dick’s successor January 1, 2017. Dick and Cori also provide 
consulting in family business management, finance and process improvement areas. Applying the principles in this article is a 
work-in-progress for the Wittman’s and many of their clients. See www.wittmanconsulting.com for further information.

you become assistant manager. And then if the ‘ole goat’ finally kicks off, you 
get to be boss, general manager or CEO.”

Next, I ask the crowd, “Then what?” A room full of blank stares is waiting for 
my answer — all in seemingly disbelief that I don’t obviously know the answer. 
But they are already thinking what I am about to say, “Then you have to 
die!” This is followed by laughter and careful reflection on the accuracy of this 
paradigm.

If you are in the camp that thinks like the typical farm audience, then you are 
missing a major opportunity to extend the career path of a family farm business. 
What if the CEO has had a great run, is healthy and active, still has a significant 
ownership role in farm assets or entity structures, has prepared succession 
talent to assume leadership reins, but doesn’t want to have to die to let go? If 
you see no career role past CEO, you will be hesitant to relinquish the reins. I’ve 
encountered innumerable cases of folks who are in their 70s, 80s and 90s and 
still sit in the boss’s seat. They have a death grip on the management wheel, 
because they see no future role for themselves beyond being boss.

As a result, potential successors grow weary, impatient and stale waiting for a 
turn to lead.

But instead of just hanging on, consider this next job for your career: chairman 
of the board. To give transparency and validity to this role, the business has to 
first acknowledge that the owner board is a functioning and vital part of the 
business’s organizational structure.

THE ROLE OF THE BOARD
The purpose of a typical owner board is to set strategic direction; hire, direct, 
compensate and evaluate management; approve and enforce business policy; 
and provide financial oversight and risk control over the business.
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While many family businesses engage in the above functions, they don’t de-
liberate on these issues with the understanding that they’re doing it as a board 
function. When farm audiences are polled with the question — “How many of 
you have a functioning owner board?” — only 1% to 2% of participants raise 
their hands. But when I rephrase the question, “How many of you at random 
times engage in any or all of the board functions listed above,” a majority of the 
room will raise their hands. They have just acknowledged they do what boards 
do; they just never thought of these duties as typical responsibilities of a board 
of owners.

Once the existence of a board is transparently recognized as part of the 
business’s management jargon and governance structure, stakeholders have a 
foundation for defining an extension of the career path. It could be: grunt assis-
tant manager or department head general manager or CEO board chairman.

So, what could the role of the chairman be? There are numerous ways to 
structure this role. The primary role should be to lead the board in the exercise 
of common board duties. But the business can write a more detailed job 
description that specifically addresses the chairperson’s unique talents and 
meets the needs of the business. 

The following are potential duties and responsibilities that could be incorporat-
ed into a board chairman’s role:

• leading business strategic planning efforts

• reviewing policy structures to identify omissions, revisions  

and compliance

• leading efforts to evaluate alternative investments for business resources

• mentoring, coaching and designing leadership development programs for 

candidates transitioning into management roles

• facilitating the capture of institutional knowledge into written farm 

histories and standard operating procedures

• leading the evaluation of general management, as well as  

board effectiveness

• providing backup to management and operational staff, such as 

operating equipment, assisting in technical accounting issues, participating 

in lease negotiations, analyzing capital purchase alternatives, performing 

“grunt-type” jobs, or advising on HR issues, such as recruiting, training and 

evaluations

The business may find it appropriate to reserve select technical management 
or operational duties to the chairman as a stop-gap until successors are trained 
and comfortable with fully assuming those roles.

A word of caution: The chairman role should be primarily consultative, not 
decision-making. The ultimate goal should be to delegate to successors the 
responsibility for planning, initiating action plans and, ultimately, making the 
bulk of the business operational decisions. Otherwise, the chairman hasn’t 
really “retired” or transitioned to a true board chairman role.

An interesting question came from a farm audience member, “Does a board 
chairman have any decision-making responsibilities?”
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officially in charge of making a plan or executing an operational task — unless I 
want to (or am asked). Life is good.

STRATEGIC PLANNING—A CRITICAL BOARD  
FUNCTION—STARTS AT THE TOP
Who sets the strategic direction for your business? Having a robust strategic 
planning process can set you apart from the competition. Yet, only 19% of top 
producers in ag business indicate they actively engage in a formalized strategic 
planning process.

While the focus of a board member should be consultative and mentor-focused, 
areas exist where the chairman should lead the owner board in making 
decisions:

• facilitating strategic planning and approving shifts in strategic direction

• approving annual budgets

• approving capital expenditures exceeding predetermined limits not 

already delegated to management team members

• approving resolutions to borrow money, purchase land  

and mortgage assets

• approving hiring of senior management and deciding on compensation 

of management

• reviewing and approving specific authorities delegated  

in job descriptions

Audience members often come up to me at the end of a workshop, bearing 
sheepish grins, saying, “This is the job I’ve been looking for all my life. I just 
didn’t realize until today it could be a relevant and viable career role.” They 
leave the meeting enthusiastically brainstorming on how to resign as manager 
and negotiate with fellow stakeholders on transitioning to this new role.

After coaching clients and farm groups for over four decades, I am now 
practicing what I have preached. On January 1, 2017, yours truly turned over 
the managerial reins to the next generation and now serves in the role of board 
chairman and transition coach. A talented team is entrenched, ready and willing 
to carry on the difficult duties of planning, organizing, implementing and con-
trolling day-to-day affairs. It is a gratifying feeling to wake up and say, “I am not 
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time the process is revisited, owners grow in professionalism and the process 
becomes increasingly valuable to the business.

Here are a few tips than can help:

• Fix the responsibilities for designing and leading the strategic planning 

process and determine how the CEO and board members share roles in 

the process.

• Revisit strategic planning every three to five years, with progress reviews 

on an annual basis.

• Allow sufficient time for discussion, focusing on strategic planning only. 

Many schedule a planning retreat at an off-farm location, mixing in social 

time.

• Prepare informational materials for participants and disseminate before 

planning sessions.

IMPACT ON PERFORMANCE
Changes in strategy can impact future business financial structuring or 
performance. In considering strategic changes it may be helpful to simulate how 
changes in strategic direction impact key financial metrics.

Tools like the DuPont Model can be useful to simulate how shifts in strategy 
impact turnover ratio, operating margin, ROE and ROA. Significant shifts also 
challenge the board and management to assess adequacy of capital, personnel 
implications and capital asset acquisition strategies to optimize results.

With the above preparatory steps in place, engage your team in an orderly 
discussion about the future of the business. Set strategic goals related to each 
area. Define alternative action plans that can advance the business toward 

One of the key roles for the Chairman of the Board is to help set strategic direc-
tion for the farm business. How does strategic planning differ from operational 
or seasonal planning? Operational planning is typically the responsibility of the 
management team — not the board. This includes daily, weekly and seasonal 
planning in crop and livestock production operations, equipment maintenance 
and replacement, building and improvement repairs, renovations and replace-
ment, or conservation projects. Operational planning deals with the “what we 
do today”; in other words, the tactics of what, when, who and how.

THE FUTURE OF YOUR BUSINESS
Strategic planning addresses the broader issue of how the business functions 
today and where it should head in the future. The operative question is: “Do we 
continue in the same strategic direction or shift our strategy?”

Before deciding whether to stick with status quo or shift gears, the business 
needs to define its current baseline — where are we now? Common issues that 
are strategic in nature include: mission and vision, business growth, succession 
planning, business capitalization and ownership transfers, risk management, 
business legal structures, outsourcing vs. in-sourcing, leasing vs. owning 
capital assets, tillage and rotation systems, genetic approaches, professional 
business governance, environmental stewardship, and value-added vs. generic 
production.

While the owner board is primarily responsible for engaging in strategic 
discussions and approving direction, the board chairman, CEO, management 
team members and staff can all be tapped to play useful roles in the process. 
The board chair and CEO typically work closely to design a strategic process 
appropriate for the farm’s current business size and complexity. Farm businesses 
new to this process may find it a bit clunky the first time around. But each 
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HOW TO AVOID MICRO-MANAGING WHEN LETTING 
GO OF CONTROL ON THE FARM

5 IDEAS TO HELP THE TRANSITION GO MORE SMOOTHLY
As family businesses grow their governance processes, a key ingredient is 
transitioning the manager or CEO to the role of board chairman, mentor or 
transition coach.

Once this transition occurs, despite the best of intentions, the lines often blur 
between coaching and mentoring versus micro-managing. How do businesses 
set clear understandings and boundaries to avoid the harmful effects of 
micro-managing, and still tap the institutional knowledge and wisdom of senior 
incumbents in the business? This takes a great deal of patience (along with 
occasional grace and forgiveness by both parties).

specific goals. Assign accountability for members who will lead implementation 
of strategic initiatives. And then set target dates for completion and dates for 
measuring progress.

Avoid these common mistakes in strategic planning:

• Mixing operational with strategic and not allowing sufficient time to 

come to closure on strategic direction in sensitive areas.

• Documenting grandiose strategic plans that have no realistic action plans, 

assignments for action, or follow-up to assess progress.

• Expecting management to give you (the board) a strategic plan to 

approve; the board is abdicating a core duty when it does this.

• Trying to do it yourself with no model or experience within the team to 

pull off a successful exercise. 

Don’t be afraid to seek a qualified facilitator to lead this process through the first 
exercise. Strategic planning, professionally executed, empowers the business 
to proactively capitalize on growth and diversification. Don’t be intimidated by 
this process. Take a stab with thoughtful preparation, and build and refine your 
process over time. You’ll find it’s one of the most valuable tools in your shop.
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they need help and occasional reminding (in a professional manner) to help 
them adapt to new roles.

3. Time for mentoring. Managers moving to coaching or mentoring roles need 
to commit quality time to successors. Once managers “graduate” from the rigors 
of daily management duties, it is often tempting to focus on other diversions 
that fill their schedule and leave little time for mentoring. Coaches need to 
recognize when their advice and counsel is critical, and schedule quality time 
with successors to work through sensitive problems. Likewise, successors need 
to make it clear when issues arise and mentorship is needed. Successors need to 
be flexible as well, recognizing that the mentor-coach’s time is important, too.

4. Evaluate process. Schedule periodic evaluations on how the transition process 
is working. Make conscientious efforts to adjust behaviors to validate these 
feedback interactions.

5. Outside help. Tap resources like peer groups or business coaches to compare 
how transition strategies have been implemented elsewhere. Learn tips and 
challenges others can share.

When candor, respect, patience and professionalism are the rules of engage-
ment, this transition process can be a rewarding milestone in advancing the 
legacy of your business. Don’t be afraid to engage in timely communication on 
this topic.

Junior members need to be sensitive to how difficult it is for someone to have 
been the lead planner and decision-maker for years, and then make a sudden 
change to an adviser, mentor or coach. Senior members need to remember the 
value of the learning process and allow successors the time and license to learn 

— again, with much grace and forgiveness. Too often, coaches may unwittingly 
revert into a decision-making role, or they may feel compelled to make decisions 
out of concern that the successor is not acting fast enough or taking a proper 
course of action. Examples are “I think it’s time for you to sell some grain” and 

“When are you going to take care of that employee problem?”

Conversely, the successor may unwittingly punt issues back to the coaches, 
essentially asking them to re-assume their role of decision-maker. Examples are 

“What do you think I should do about that grain in the bin?” and “What should 
I do about that employee?”

MAKING TRANSITION WORK
Here are a few strategies family businesses have found helpful in making the 
transition:

1. Defined roles. Ensure both the manager-CEO and board chairman have 
clearly defined, differentiated roles. The manager-CEO should be responsible 
for planning and executing decisions. The chairman should mentor, coach, 
review policy and assist in developing standard operating procedures to capture 
institutional knowledge, among other things.

2. Keep in check. Managers transitioning to board chairman need to give 
license to successors to call them out when they are overstepping their bounds. 
Although it may be intimidating or uncomfortable (especially if it’s family), suc-
cessors need to realize that most former managers really do want to make the 
transition work. Mentors worry about “screwing up the transition.” Sometimes 
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• Personnel policy on expectations for official work days, hours, and 

holidays

• Employee benefit policies - medical insurance; uncovered medical 

expense reimbursement; retirement or pension plan eligibility; leave policy 

for vacation, sickness, and professional meeting attendance

• Provisions for providing on farm housing to employees and owners 

(conditions for residency, maintenance, and utilities)

• Company vehicles—ownership, maintenance, and usage

• Continuation of compensation and benefits in the event of death, 

disability or termination

• Reimbursement for personal expenditures of business items

• Business buyout understandings

• Conflict of interest policy related to extra-curricular activities outside the 

business

• Policy for pricing and handling financial transactions between related 

business entities or among insiders in the business

• Quality of life polices such as employee safety, alcohol consumption and 

smoking on business premises, and environmental practices

If someone asked you, “What is our policy on (any of the above),” how would 
you answer? A guidebook published by Wittman Consulting in 2004 contains 
sample templates for articulating many of these policies in print. These 
templates have been used successfully by many farm businesses over the years 
to take the mystery out of the process and to start the conversation. 

SETTING POLICY: A PRIMARY ROLE OF  
THE FARM BOARD

CLEAR POLICIES CAN HELP AVOID POTENTIAL LAND MINES  
IN YOUR FARM BUSINESS
 Setting policy is a primary duty of all boards of directors. In family farm busi-
nesses handling this responsibility in a professional manner is a key ingredient 
for promoting a professional business culture among stakeholders. That may 
include employees, owners, and/or family.

For decades, I’ve referred to policies as potential land mines in a family business. 
If policies are unclear, illegal, or are inconsistently applied across the organiza-
tion, there will be conflict and loss of business productivity. 

The following are common areas where policies should be codified for the farm 
business:

• Compensation – How salaries, wages, bonuses, and profit-sharing plans 

are set; provisions for valuing and providing room and board and meal 

allowances

• Ownership investment policy – who can invest/withdraw capital, and 

conditions for payment of dividends

• Family employment policy – considerations that must be met to be 

considered for employment in the family business

• Policies on limits for operational and capital purchases without board 

approval
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WHAT IS YOUR GROWTH STRATEGY?

MOST FARMS HAVE A REACTIVE, NOT PROACTIVE GROWTH 
STRATEGY, RESULTING IN MISSED OPPORTUNITIES
A key part of the farm board’s role in setting the strategic direction of the 
business is formulating a strategy for business growth. Once the owner board 
defines a strategic position, management can build an execution plan to identify 
and capitalize on growth opportunities.

For decades I have quizzed producer audiences asking how many have a clearly 
defined strategy for growth. Rarely does more than 2-3% of the audience raise 
their hands. When re-phrasing the question, “How many of you wish you 
could have said you have a clearly defined growth strategy?” A majority in the 
audience raise their hands. 

The reality is, most have a reactive, not proactive strategic approach to growth. 
This results in lost opportunities and often serious consequences to the business 
when growth occurs in a haphazard manner. So how do you develop a growth 
strategy that’s right for your farm? 

CONSIDER THESE FIVE ISSUES:
1. What is the optimal scale for balancing labor, equipment and owners’ long-
term goals? Factors to consider can include current competitive position, cost 
of production vs. industry peers, interest in existing and future successors to 
work in and invest in the business, and capital available to support growth or 
expansion.

2. How do advances in technology influence growth? And what acreage base 
or animal stocking rate do you need to justify owning the core production 
resources needed to produce commodities you raise? Wider and more efficient 
combines, tractors, trucks, and sprayers enable one person to do what several 

Family businesses functioning at a high level of professional governance adhere 
to the following best practices in policy administration:

1. All policies are in writing and accessible in hard copy or in the cloud to 
appropriate audiences (owners may need different policies than employees).

2. Define policies before the need. According to family business expert John 
Ward of the Kellogg Institute, if you wait until you have a problem to define a 
policy, logic and emotions get muddled in attempting a solution.

3. Responsibility is clearly fixed in job duty statements for who initiates policy 
drafts for discussion and board approval, as well as who performs audit and 
compliance.

4. A set timetable is established for periodic review of existing policies. If a 
board meets on a quarterly or monthly basis, policy review can be a part of each 
meeting agenda. Ideally, over a yearly schedule, all key policies are reviewed. 
That review may be as simple as, “Policy is clear, it’s working, let’s move on.”

5. Policies are reviewed by professional advisors (i.e. tax, human resource 
experts) to insure compliance with tax and personnel laws, regulations and best 
practices.

How does your business score in implementation of this key owner board 
responsibility?
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did decades ago. Conversely, the cost of these business tools is also ramped up. 
The business has to seek a target size that optimizes the use of critical support 
assets.

3. What is the primary metric being used to measure growth – physical mea-
surements such as acres, animal units, or quantity of commodity produced? Or 
should it be sales or profit? If the key metrics are sales and profit, it challenges 
the board to ask, “Are we getting maximum revenue and efficiency out of the 
current resources?” before looking to strategies that expand the size of the 
business.

4. Once growth targets are set, will the board support budget changes needed to 
implement growth plans? Do management and staff have the skills to manage 
growth? What changes will be needed in the staffing and governance processes 
to avoid sacrificing quality of life for business owners, managers and their 
families? Are you prepared to adjust compensation and support shifts in job 
roles needed to avoid chaos often created by unplanned growth?

5. What is a sustainable growth rate? A key financial principle is: You must 
grow your retained net worth at least as fast as you grow the overall size of your 
business. Has the board been tracking this metric? If you don’t, working capital 
and debt/asset relationships can erode quickly. This challenges the board to 
analyze how much of historical earnings have been withdrawn versus retained 
in the business. If retained earnings growth has been nominal, are current or 
prospective owners willing to inject capital to fund growth opportunities?

Farm businesses that aspire to excellence articulate and execute a clear strategy 
for business growth. What is your board’s position on this subject?
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• Will the business require a prenuptial agreement if a hire also  

involves a potential investment in family business assets?

• Does the family business have a position on hiring family  

vs. non-family?

• Is there a requirement that compensation and bonuses be correlated 

with responsibility level and performance?

LOTS OF EXAMPLES EXIST
Drafting a policy may seem like a formidable task. It’s not. The first time I was 
asked to provide a template for this, I Googled the internet and got 100,000 
responses. These examples gave me reams of ideas that could be cut and pasted 
into a sample policy that has served as a good start for many family businesses 
trying to adapt this concept to their own situations.

It is intriguing to interact with clients who have this policy in place versus those 
who do not. Those with a defined policy proactively educate prospective em-
ployees on expectations that must be met to be a successful candidate for hire. 
If apprenticeships off the farm are required, candidates creatively look ahead to 
jobs that will build their experience and skill sets, and make themselves a more 
attractive hire for the business. This policy can also influence what coursework 
potential successors choose in college to ensure they have the academic training 
needed to prepare for a career path in the family business.

This policy helps weed out candidates who are not likely to be a candidate — 
i.e., those who don’t believe in professionalism or accountability, or those who 
feel entitled because they are family. And it helps people to avoid becoming too 
shortsighted in their career planning.

Building your family employment policy isn’t easy. But it removes lots of uncer-
tainty about expectations that must be met to be a hireable employee. And in 

WHAT IS YOUR FAMILY EMPLOYMENT POLICY?
 In its policy-making role, a key board responsibility is to articulate a policy 
on family employment. Family businesses have unique characteristics, values, 
cultures and operating frameworks. Your policy should address who can be 
considered for employment in the family business and how potential candidates 
can prepare to meet these criteria. 

FACTORS TO CONSIDER IN DRAFTING YOUR POLICY:
• Must there be a vacancy and matching skills before a candidate can be 

considered for hire?

• Is an analysis required to ensure the business can financially support 

new hires?

• Will applicants be expected to demonstrate they share the vision, values 

and commitment to accountability held by the incumbent members of the 

business?

• What prior experience and training is required? Is an apprenticeship 

away from the family business required for at least two to three years  

and why?

• What protocols are in place to ensure supervision and reporting  

relationships don’t invite abuse from nepotistic relationships?

• How should interested parties apply for jobs? What is the interview 

process and who is involved? Is consultation with all stakeholders required 

before a hiring decision is made?

• Is the metric for considering a hire or advancement based on merit  

or familial relationship? (As family, are you entitled to a job?)
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the eyes of prospective successors, it can set you apart as a “preferred employer.” 
Tap your advisers, peer groups or Google, and get this done for your business 
before that un-hireable candidate shows up at your doorstep!

DEFINING YOUR FAMILY BUSINESS  
INVESTMENT POLICY

Family members often return to the family business with expectations to invest 
in the business. Assumptions concerning rights and obligations to invest, when 
and how much, can prove erroneous when the framework for investing in the 
business is not clearly defined.

The farm’s owner board is primarily responsible for overseeing capital invest-
ment policies. 

The following are issues you should address in a policy covering investing in the 
family business:

• Who can invest in the business? Can non-family invest? If family only, 

how is family defined: blood heirs, in-laws, or others?

• Must a candidate work in the business to also be eligible to invest? Or 

will off-farm investors be welcomed? Does investment eligibility extend to 

investing in a share of an operating entity, a specific farm asset used by the 

business, or both?

• Will a waiting period be required once a prospective investor joins a 

business in an employment relationship?

• Should all investors be equal; or, should investment be based each 

investor’s capacity to invest?

• What is the minimum capital an investor must leave invested in the 

business to meet criteria spelled out in the operating agreement for 

revenue sharing? 
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• Willingness to personally guarantee or co-sign on debts  

incurred by the business.

• Ability to meet capital calls if business is short

• How does the business define minimum capital needed in the business? 

How does the business determine when invested capital is in excess of 

minimums required in the business? And, what compensation, if any, is 

paid to investors for excess capital balances or loans to the business?

• Are members allowed to keep capital in the business that is dispro-

portionately higher than their rights to share in income (as directed in 

operating agreements or bylaws)?

• Under what conditions can the business distribute earnings and/or 

capital?

• What is the annual procedure for monitoring outstanding capital 

balances and compliance with operating agreements?

• What debt service capacity must be substantiated before investors will 

be permitted to invest in capital acquired through debt financing?

• Will investors be allowed to use funds from business profits to service 

debt incurred to invest in the business?

• What are investor expectations to demonstrate due diligence in the 

following areas?

• Willingness to engage in transparency, sharing information among fellow 

investors, as well as providing personal financial documentation needed for 

financing, investment requirements, etc.

• Responsibility to acquire proficiency to competently analyze financial 

performance and manage risk in the business
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articles of incorporation, bylaws and operating agreements. A business doesn’t 
have to be “formally organized” (as in a corporation, partnership or limited 
liability company) to place a formal owner board or governing council in its 
organizational structure. This policy body may be a critical governance element 
for sole proprietorships, informal partnerships or other business types.

SKIN IN THE GAME
Businesses generally staff board positions with members who have significant 
ownership or managerial responsibility in the operation. This tends to rule 
out family members with part-time roles and those with no investment in the 
business.

Business law principles give ultimate authority for who controls business 
decisions to that body of owners who control at least 51% of the business (or 
51% of the voting shares), unless business articles or bylaws specify otherwise. 
The controlling majority must decide the process for eligibility, recruiting and 
rotation for those who serve on the board.

Family businesses in the early stages may place on the board all family owners 
and their spouses who have significant ownership and/or management involve-
ment. As the business journeys forward, more generations become involved and 
the number of eligible stakeholders increases, the eligibility criteria may need 
to be more restrictive to prevent the board from becoming too unwieldy. If the 
operation has owners who work in the business and others who don’t, consider 
having representation from “off-farm” owners as well as “insiders,” especially if 
they have significant ownership interests. 

The board holds the responsibility for setting up protocols for eligibility, 
recruitment, training, replacement and compensation for its members. Long-es-
tablished family businesses, like the King Ranch in Texas, have rigorous vetting 
processes to qualify for board membership. Candidates must serve apprentice-

SHOULD YOUR FAMILY BUSINESS INVESTMENT 
POLICY BE A STAND-ALONE POLICY?
While the answers to many of the issues outlined above are often buried in 
articles of incorporation, by-laws or partner operating agreements, it is critical to 
have a stand-alone policy that can transparently address these issues. Otherwise 
you run the risk of incumbents being in a quandary about the following 
questions—is additional investment a welcome addition? Is it a replacement 
for capital from retiring members who disinvest in the business, or is new 
investment a dilution of current owners’ capital positions?

Prior to joining a business, open and frank discussions should take place 
between incumbent and prospective investors on financial position and past 
progress of the business. The owner board needs to have a strategic position 
on what constitutes a healthy level of capital in the business. This starts with 
setting clear targets for working capital, debt to asset ratios, target levels of Re-
turn on Assets and Equity, and capital growth targets essential to fund business 
growth. Having these metrics established up front and having a clearly defined 
policy position on the issues outlined in this topical area can alleviate anxiety 
and conflict for both incoming and incumbent investors in the business.

 WHO SHOULD BE ON YOUR BOARD?

HERE’S SOME GUIDANCE TO HELP YOU MAKE  
THOSE DECISIONS
 If you acknowledge that having a transparent board function is important, 
and you have created the position of board chair, who else should join this 
prestigious group?

In more formally organized businesses, questions related to composition and 
operations of the board are typically spelled out in legal documents, such as 
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BUILDING EFFECTIVE AGENDAS FOR  
BOARD MEETINGS

 Are you struggling with your board meetings being timely, relevant and 
well-attended? Family businesses start out with the best of intentions as they 
strive to integrate the board function into their governance structure. 

Good intentions go astray when:

• Board meetings aren’t clearly differentiated from management  

or staff meetings.

• Agendas aren’t defined, so meetings drift into non-board issues.

• Members skip them as a waste of time.

Effective board leadership starts with well-planned agendas. How often should 
we meet? What topics should be addressed at each meeting? Who is respon-
sible for meeting preparation, and where should meetings be held to ensure a 
quality focus on board agenda items?

When planning agenda, start with the board’s main duties: setting policy; 
determining strategic direction; hiring, directing, evaluating and compensating 
management; maintaining financial control; reviewing business performance; 
and exercising “due diligence.”

A good way to design agendas is to set up a template that breaks agenda items 
into standard vs. ad hoc, or periodic, items. As for the question — How often 
should we meet? — businesses early in the evolution of creating a functioning 
board may find a quarterly or semi-annual board meeting as adequate. Others 
may deem a monthly meeting as essential to deal with board issues in a 
thorough and timely fashion.

ships in directorships or employment in other businesses. Candidates being 
vetted may also have to show proficiency in boardsmanship or have experience 
in other business roles that can be beneficial to the board’s talent pool.

Outside of agriculture, it’s common to have non-owners serve on business 
boards. Closely held family businesses have been hesitant to do this; the argu-
ment being an outside director derives no financial benefit from the business’s 
success. If it is deemed valuable to tap an outside influence, an alternative is to 
establish an advisory board or have select business principals participate in peer 
groups to refresh sterile thinking and provide an external voice for accountabil-
ity.

As for family members who are managers but not yet owners, it can be worth-
while to put them on the board as non-voting members. They gain experience 
in the processes of policy-making, strategic planning, financial controls and 
management oversight. And this is also a good classroom to groom future 
investors on the ins and out of being a capital provider. 

PREPARING GROUND RULES FOR VOTING
While majority vote is standard in Robert’s Rules of Order, family business 
owner boards must first define if all members will have equal votes, or if votes 
are to be weighted by a different metric, such as a share of interest held in the 
business.

When asked what dynamic is more likely to influence a decision, many will say 
the strength of an argument and one’s power of persuasion should prevail over 
who owns the most shares.

If your business places high value on collaboration and reaching decisions 
through consensus, then it shouldn’t have to rely on a majority rule to get to a 
decision — unless it is reserved as a last resort.
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STANDARD AGENDA ITEMS
• Opening prayer, agenda and minutes review

• Financial review

• Profit and loss statement

• Balance sheet

• Budget approval, YTD performance review and variance analysis

• Peer comparisons

• Policy review and compliance

• New policies

• Existing policy review

• Next meeting date and agenda

Businesses that are hesitant to schedule more frequent meetings rethink this 
after looking at the lengthy list of standard, as well as ad hoc, items that could 
be covered. The following describes in more detail how you might differentiate 
these types of topics for your board meeting agenda.

AGENDA SPECIFICS
Financial review is an area commonly covered at each board meeting. Policy is a 
different animal. Boards know they are responsible for defining and monitoring 
compliance in key policy areas, but often procrastinate in addressing them. If 
the board determines it should have policy positions documented in 20 areas, 
it should review each at least once annually. If running on a quarterly schedule, 
the board should have five policies scheduled for review at each meeting.

Ad hoc items like management evaluations, strategic planning updates, capital 
replacement plans and ownership transition are broader issues that warrant 
more in-depth discussion. These are often the “untouchables” — stuff we 
tend to put off to another date. To tackle these items, board members need 
to put them on the agenda, commit quality time and resources for document 
preparation and research, and assign clear leadership (sometimes with outside 
facilitation) to guide discussion.

Growing and refining the board function begins with a clear agreement on the 
role of the board. Then work on designing a quality agenda and board meeting 
schedule that brings the right people at the right times to deal with the right 
issues. This can make a critical difference in the long-term success of your farm 
business

.
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AD HOC, PERIODIC ITEMS
• CEO evaluations and compensation review

• Strategic planning, growth and investment opportunities

• Ownership and management transition strategies

• Capital purchase and replacement

• Leadership development initiatives for management and board

• Debt management strategies

• Due diligence practices

• Management and operational audits

White Paper Conclusion: We hope you have enjoyed this primer on extending 
the career path of the farm CEO and building out the owner board function. 
For more in-depth study on these topics, considering reviewing some of the 
following resources:

The Board Book: Making Your Corporate Board a Strategic Force in Your 
Company’s Success by Shultz

Building a Successful Family Business Board: A Guide for Leaders, Directors, 
and Families by J. Pendergast, John Ward, and Stephanie Brun de Pontet

The Family Business Consulting Group 
https://www.thefbcg.com/publications/books/

https://www.thefbcg.com/publications/books/

