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Boards and Governance




EFFECTIVE GOVERNA NCE IS OWNERSHIP AND PARTNERSHIP

Effective governance is founded on ownership and partnership. Board members are
accountable not only for the ethical conduct and legal compliance of the organization, but for its
ability to thrive and succeed. They must not only be engaged in oversight, but in strategy and
creative thinking. They must also strive to form a particularly strong partnership with the chief
executive, focusing both on a supportive relationship and accountability. Governing boards
have responsibility to help position the organization in its community and build relationships
with key stakeholders, constituents, and donors.

Board Fiduciary Duties

Nonprofit organizations exist to serve important public needs and are therefore exempt from
taxation. When one accepts a position on a nonprofit board, s/he accepts the explictt fiduciary
responsibility to ensure that the organization fuffills its obligation to the public, which is the
effective pursuit of its mission in a responsible manner. The public confers to board members a
special trust, confidence, and reliance to exercise discretion and expertise. Therefore, the
public is entitled to the best efforts of board members on its behalf and they must exercise all
of the skill, care, and diligence at their disposal when acting. Board members are held to a high
standard of honesty and disclosure and must not receive personal benefit. The law forbids the
fiduciary from acting in any manner adverse or contrary to the organization’s mission or the
interests of the public trust.

Board member fiduciary responsibilities are generaly summarized as the following:

Duty of Obedience — to purpose, law, and bylaws

Duty of Care — in decisions, financial oversight, propriety

Duty of Loyalty — to public trust, to the organization rather than personal interest
Duty of Transparency — in operations, dealings, proposals, reports, and filings

These duties can be translated into practical actions, the foremost of which include:

1. Effective management — the organization effectively manages its programs and activities
to produce intended results that serve its mission.

2. Independent judgment — board members express their personal points of view,
expressing what they believe to be true and important.

3. Accurate accounting and audits — board members understand all aspects of the
treasurer’s reports, and ensure that the books are accurate and consistent with best
practices.

4, Capable board governance, including suitable board composition — the board as a whole
is competent to deal with the responsibilities of governance, is effective, and its
members act with integrity.



5.

6.

Compensation oversight — the chief executive and staff compensation is within the range
appropriate for the marketplace.

Appropriate disclosure and transparency — the organization properly discloses financial
and program information. There are no hidden transactions, the board is fully informed.

Ethical behavior and legal compliance — members of the board and staff demonstrate

high standards of ethical behavior and all legal reporting and registration requirements
are filed accurately and on time.

Functional Responsibilities

There are also distinctive functional responsibilities for the board and for the chief executive.

The Board

1.

Articulate values and vision — the board must establish the values and vision for the
organization because they form the foundation upon which all else is built. The chief
executive and staff should participate in the process and make recommendations, but
the board must own them.

Establish the “what” of the mission — the board is accountable for fulfilment of the
mission, therefore it is the board’s responsibility to articulate what the organization does
to pursue its vision in @ manner that is consistent with its values.

Ensure necessary resources — the board is responsible for ensuring that the organization
has the resources necessary to fuffill its mission; all members of the board are part of
the fundraising team—whether through identifying sources revenue, creating
connections with sources of revenue, helping cultivate relationships, telling the story to
prospective donors, and/or thanking those who have already given.

Define the role of CEO, hire CEO, and review CEO — in addition to finding the right
person for the job; the board is responsible for articulating the expectations, defining
success measures, and appraising performance for the chief executive.

Actively participate — board members should plan to attend all meetings, participate in
events throughout the year, serve on committees and work groups, and speak publicly
on behalf of organization.

Develop the Board — consistent with the fiduciary responsibility of ensuring competent
board governance, members are responsible for constantly developing the board
(strategic recruitment, orientation, ongoing education and training) and continuously
evaluating its effectiveness.

Board/ Chief Executive in Partnership

1.

Set direction — the board and chief executive are responsible for defining the scope of
programs and activities; as well as the strategic plan. The chief executive, the program
expert, is responsible for defining program needs and competencies and presenting
them to the board. The board is responsible for vetting priorities against the vision and
mission; challenging the organization to be the best it can be; and collaborating with the
chief executive to set forth a strategic plan. Here again, though the executive and staff
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may recommend content, direction, priorities, and time frames, the board must own the
plan and believe t is the right course of action.

Develop policies and guiding principles — the board must ensure accountability by
articulating policies to guide the organization. Often, the chief executive recommends
policies; yet the board should play a proactive role.

Evaluate organizational effectiveness — together the board and chief executive define
measures of success for the board and the organization and assess them regularly.

Chief Executive

1.

Implement mission — the “how” of the mission is the domain of the chief executive. The
role of the board is to measure success against the “what” of the mission.

Develop and implement programs — similar to implementing the “how” of the mission,
the chief executive is responsible for interpreting direction from the board into discreet
programs and activities.

Serve as the program expert and the program leader — the chief executive is responsible
for understanding and interpreting to the board and constituents how the work of the
organization addresses the needs, opportunities, threats, and challenges that arise as
the organization pursues its mission.

Provide the board with information, ideas, propose policies, etc — the chief executive is
the chief advisor to the board regarding all aspects of organizational development and
success.

Organizational operations and day-to-day affairs — the chief executive is responsible for
all operations and serves as general manager.

Hire, manage, deploy, and develop staff — the board has only one employee, the chief
executive; all other staff members are recruted and managed by the chief executive or
her/his direct reports.

The Role of Committees and Work Groups

Board committees and work groups support and augment the work of the staff in key
programmatic and management areas—and are only created when there is work to be done.
Committees are generally long standing and deal with ongoing issues, such as finance,
governance, or development. Work groups are usually short term and focus on tasks that are
completed within a specific time frame. Both committees and work groups should have
carefully defined expectations, including benchmarks, and should meet regularly.

Board Member Outreach Responsibilities

Board members have a responsibility to reach out into the community to help build relationships
with key stakeholders, constituents, and donors. Each organization should identify strategies to
reach out to these groups and solidify important relationships.
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The Source:
Twelve Principles of Governance That Power Exceptional Boards

Exceptional boards add significant value to their organizations, making a discernible difference
in their advance on mission. Good governance requires the board to balance its role as an
oversight body with its role as a force supporting the organization. The difference between
responsible and exceptional boards lies in thoughtfulness and intentionality, action and
engagement, knowledge and communication. The following twelve principles offer chief
executives a description of an empowered board that is a strategic asset to be leveraged. They
provide board members with a vision of what is possible and a way to add lasting value to the
organization they lead.

CONSTRUCTIVE PARTNERSHIP !

Exceptional boards govern in constructive partnership with the chief executive, recognizing that
the effectiveness of the board and chief executive are interdependent. They build this
partnership through trust, candor, respect, and honest communication.

MISSION DRIVEN 2

Exceptional boards shape and uphold the mission, articulate a compelling vision, and ensure
the congruence between decisions and core values. They treat questions of mission, vision, and
core values not as exercises to be done once, but as statements of crucial importance to be
drilled down and folded into deliberations.

STRATEGIC THINKING 3

Exceptional boards allocate time to what matters most and continuously engage in strategic

thinking to hone the organization” s di recti on. They not only al
strategic priorities, but also use them for assessing the chief executive, driving meeting

agendas, and shaping board recruitment.

CULTURE OF INQUIRY *

Exceptional boards institutionalize a culture of inquiry, mutual respect, and constructive debate
that leads to sound and shared decision making. They seek more information, question
assumptions, and challenge conclusions so that they may advocate for solutions based on
analysis.

INDEPENDENT-MINDEDNESS °

Exceptional boards are independent-minded. They apply rigorous conflict-of-interest
procedures, and their board members put the interests of the organization above all else when
making decisions. They do not allow their votes to be unduly influenced by loyalty to the chief
executive or by seniority, position, or reputation of fellow board members, staff, or donors.
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ETHOS OF TRANSPARENCY ©

Exceptional boards promote an ethos of transparency by ensuring that donors, stakeholders,
and interested members of the public have access to appropriate and accurate information
regarding finances, operations, and results. They also extend transparency internally, ensuring
that every board member has equal access to relevant materials when making decisions.

COMPLIANCE WITH INTEGRITY ’

Exceptional boards promote strong ethical values and disciplined compliance by establishing
appropriate mechanisms for active oversight. They use these mechanisms, such as independent
audits, to ensure accountability and sufficient controls; to deepen their understanding of the
organization; and to reduce the risk of waste, fraud, and abuse.

SUSTAINING RESOURCES ®

Exceptional boards link bold visions and ambitious plans to financial support, expertise, and
networks of influence. Linking budgeting to strategic planning, they approve activities that can
be realistically financed with existing or attainable resources, while ensuring that the
organization has the infrastructure and internal capacity it needs.

RESULTS-ORIENTED °

Exceptional boards areresults-or i ent ed. They measure the organi
mission and evaluate the performance of major programs and services. They gauge efficiency,

effectiveness, and impact, while simultaneously assessing the quality of service delivery,

integrating benchmarks against peers, and calculating return on investment.

INTENTIONAL BOARD PRACTICES *°

Exceptional boards purposefully structure themselves to fulfill essential governance duties and
to support organizational priorities. Making governance intentional, not incident al, exceptional
boards invest in structures and practices that can be thoughtfully adapted to changing
circumstances.

CONTINUOUS LEARNING **

Exceptional boards embrace the qualities of a continuous learning organization, evaluating their
own performance and assessing the value they add to the organization. They embed learning
opportunities into routine governance work and in activities outside of the boardroom.

REVITALIZATION *?

Exceptional boards energize themselves through planned turnover, thoughtful recruitment, and
inclusiveness. They see the correlation between mission, strategy, and board composition, and
they understand the importance of fresh perspectives and the risks of closed groups. They
revitalize themselves through diversity of experience and through continuous recruitment.

Excerpted fromThe Source: Twelve Principles of Governance That Power Exceptional Boards
Washington, DCBoardSource 2005. For more information or to order a copthe complete
book, please visit www.boardsource.org or call B33-6262.



SAMPLE BOARD MEMBER COVENANT
I understand and accept the legal fiduciary responsibilities of board governance:

Obedience to the organization s pur pose, i ts byl aaesal and t he
decisions, particularly financial oversight and propriety; and loyalty to the best interest of the

public. | understand the responsibility for accurate accounting and audits, compensation

oversight, appropriate disclosure and transparency, and ethical behavior and legal compliance.

I understand and accept the functional responsibilities of board membership:

1. Participatein all board meetings.

Engage in generative thinking the serves the bestinterests of our organization.

3. Pursue the mission in all decisions. Keep the discussion focused onissues and decisions
central toits mission and effective functioning.

4. Serve as a spokesperson and actively participate in fundraising through identifying,
cultivating, and thanking people.

5. Establish collaborative relationships with staff members, particularly in committee work.

6. Continuously monitor the effectiveness of the board.

N

| agree to actively participate in at least one board working group or committee.

All work groups and committees agree to create action plans the indude timeframes and
measurable outcomes. Work groups and committees work hand in hand with staff members
who provide administrative support. Work groups are responsible to present progress reports
at each board meeting.

| agree to be active in building relationships, including one or more of the following:

_____Join social/dvic organizations and give voice to the organization

____ Talk about the organization and its cause in my current circles of influence

_____ Pairwith Development Director or board members to meet with potential donors

_____ Take initiative to host or help organize a social occasion, such as a lunch, reception, etc.
_____ Tell stories of successful relationship-building activities at board meeting

____Invite people to invest in our cause.

| offer to help build relationships with the following people on behalf of the organization.

| offer to help with the annual leadership giving program in the following ways:

Make a personal contribution
_____ Contact people personally for their annual gifts.
_____ Thank people
_____ Hostanevent.
__Invite friends and acquaintances to an event.

Signed: Date:
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The key to effective governance often tums on the simple, but often overlooked task of effective board
recruitment.

Nonprofits need to approach board recruitment with the same rigor with which they approach hiring
theCEO. Rat her than beginning the process with
we need?,” boards shoul d car efthelabiliyytoéulfilithe i de r
fiduciary responsibilities combined with (2) the capacity to advance the institution to greater levels of
effectiveness.

| advise boards to think carefully about their current capacity and what they needin board members to
take governance to the nextlevel. lurgethemtodevelop @ recr ui t ment proof
character, competence, and connections.

1 Characteris important because board members are a very public face of the institution—
bringing either bumish or tarnish. Some considerations for character incdude: Are they
passionate for our cause? Do they care deeply about our mission? Are they honest and
ethical? Are they respectedin the community? Do they play well with others?

T Competence should not be confused with profession. Competence includes such things as
sound judgment, listening skills, ability to anticipate and understand implications of decisions,
and “political” astuteness.

I Connectionsme ans mor e t h a tCorhestions megne the abdity anshwilllhgness
to connect the institution to those it serves, to those who are influential or wealthy, and to
those who can help the nonprofit better succeed at its mission and serve the community.

Implictin all of this is the need for diversity. But, not diversityforitsownsake—t h att s
tokenism. Diversity at its rootsis the indusion of different perspectives and life experiences—
particularly asit reflects the diversity of the community we serve. Embracing diversity means
embracing differences.

To be effective, recruitment must be an ongoing process rather than a once-each-year rush to the finish
line. This takes time and forethought; but the results are worth the effort: highly capable governance
that is able to move the institution forward strategically and creatively.

Jim
We help clients build extraordinary, high performing organizations that succeed in their
missions.

561.499.7067 (o)
imueller@jmuellerassociates.com
www.jmuellerassociates.com
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Board Member Characteristics (Examples)

A Character
T Passion forinstitution and its mission
T Plays well with others
T Honest
T Trustworthy
A Competencies
T Soundjudgment
T Good decision maker
T Active listener
i “Politically”™ Astute
T Strong communicator
A Connections
T Influential in the community (how)
T Connected politically (where)
T Respected business leader(where)
T Active in social circles (how, where)
A Other
T Isknowledgeable about ourissues.
T Will commit to being active and engaged.
T Has wealth.

T Willing to be active in the community on behalf of our cause.



List of Board Member Attributes

Character

Competence

Connections

Other Important
Attributes
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Sample Board Candidate Interview Questions

Passion/Integrity:
1. What excites you about our organization?
a. What are you passionate about?
2. Why should someone get involved with our organization?
3. What values or personal characteristics do you think all board members must possess?

Interest in our Organization:
1. Whatis the value of our organization to the community?
2. What has been the most rewarding part of your involvement with our organization?
3. How would you describe your contributions to our organization?

Connections/Friendraising/Fundraising/Access to Wealth:

1. How do you imagine helping advance our organization in the community?

2. Where do you think our organization should make connections that would help strengthen its
reputation and mission delivery? Its programs? Its fundraising?

3. Where do you think you could help our organization make those connections and build
relationships?

4. Would you be willing to take an active role in making connections, building relationships, and
assisting with fundraising?

Thinking and Communication Skills
1. Have you served on other boards?
a. How have you been effective on the boards where you served?
b. What would others who served with you describe as you strengths?
2. In your opinion, what are the most important responsibilities of board members?
3. How do you approach decision-making as a board member?
a. What do you listen for?
b. What do you seek to understand and communicate?
c. How do you deal with differences in opinion?
d. How do you know when the board has made a good decision?

-11-



