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Case Objectives and Use

This case focuses on the distribution decision of a consumer co-operative, but reviews the history of this organization and its indicated future direction as a means of suggesting appropriate financial policies.  The case can be used as a general introduction to the co-operative organizational structure for a product (gasoline) that all students know well. It may be used in basic or advanced finance, policy or agribusiness courses to illustrate a practical financial management decision that has implications for future expansion of the firm and marketing of a product.  

The issues related to this annual decision can illustrate board governance principles.  Directors may have temptations to keep members happy by distributing too much equity or cash, and creating potential financial difficulties.  On the other hand, they may be too conservative, leading to sub-optimal investment performance by retaining too much equity and cash within the co-operative.
Case Synopsis

In November 2005, the Board of Directors of Red River Cooperative Ltd. is meeting to discuss operating and financial results for the fiscal year just ended.  As part of these discussions, the managing director (CEO) makes a recommendation about the amount of “savings” or income allocations to the co-operative shareholders and the portion that will be “repurchased” or redeemed for cash (like a dividend).  The Board may approve or alter the distribution recommendation, but must consider further issues on the principles of making long-term changes to Red River’s distribution policy.  This policy must be consistent with the overall profitability and investment plans of the firm, as well as its long-term marketing strategy.

The authors developed the case for class discussion rather than to illustrate either effective or ineffective handling of the situation.  The case, instructor’s manual, and synopsis were anonymously peer reviewed and accepted by the North American Case Research Association (NACRA) for its annual meeting, October 19-21, 2006, San Diego, CA.  All rights are reserved to the authors and NACRA.  © 2006 by Charles E. Mossman and Brian Oleson.  Contact person: Charles E. Mossman, I.H. Asper School of Business, University of Manitoba, Winnipeg, Manitoba, Canada R3T 5V4, 204-474-9985, mossman@ms.umanitoba.ca.
