Introduction

The entrenched “learning by doing” educational process for members of nonprofit boards is
painfully slow. Yet in members’ own interests (as well as the organization’s) much must be
understood from the start. In addition, board leadership needs easy access to broader and deeper
information. The “The Board Member’s Companion” addresses both needs. The book is in three
separate parts:

Part A Orientation - a board member orientation guide describing the member role, the
board role and finances. It uses an all-encompassing model of a board to simplify the
subject and develop a prescription of 12 critical success factors.

Part B Management - methods to address stewardship of operational management and
board management.

Part C Leadership - methods to address the board’s challenging leadership role.

There is no single “right” standard practice or “right” way to follow. The book represents the
author’s selection from different practices, modified by personal experience and common sense. It’s
aim is to show what works reasonably well for the average non-profit organization.

The book includes many specific examples and methods as illustration. Specifics are always
questionable and can never be infallible. Nevertheless, it is easier to achieve a good result by
modifying specifics than by starting from generalities. Treat the whole book as an example to be
modified as needed.

However, if any policies or methods in the book are close to what is needed, it might save
time to start off by accepting them in principle. After a tryout period, there will be time and
experience to produce the right ones.

Most non-profit organizations have at least one professional employee (here called an
Executive Director). While his/her responsibilities are defined, the book says nothing about how
they are fulfilled (e.g., subjects like marketing are omitted). Professionalism and management are
the Executive Director’s responsibility. The Board monitors professional results not methods.

Small organizations may have no employees. This requires the Executive Director
responsibilities to be distributed to board members and volunteers. A suggestion for how this can
be done is given in Appendix B (Part B). All chapters in the book are relevant whether there is an
Executive Director or not.

Much of what John Carver says (in “Boards that make a Difference”, Jossey-Bass, 1990)
makes a lot of sense for any board, not just for those boards for which his book was intended.
Although his policy governance model is not recommended, the best of his ideas have been used.

Part A uses an all-encompassing model, the ENDS Model, that simplifies the subject and
makes it easier to understand. I have also tried to make all methods in the book as simple and
straightforward as possible and to shape the book into a whole rather than a collection of
unconnected parts.



This book is based upon 40 years of work in non-profit organizations, over 20 years of boards
and several years of facilitating board workshops. It is unrecognizable from its first publication 3
years ago, due to continual improvements in structure, coverage and writing. It express a personal
viewpoint that does not necessarily represent the opinions of the publisher.

I have chosen what I believe to be the simplest, most useful definitions (for example, for
“policy”, “plan” and “governance”). 1 have tried to avoid the barrier imposed by jargon. I have also
avoided words with the ambiguity of a different meanings for different people (such as “goal” and
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vision ).

If you are an Executive Director of a non-profit organization, you may well find the content
useful, but bear in mind that the book was not written for you. It was written so that a board member
could understand how to help you and monitor your progress in a commonsense and effective
manner.

This book was originally written using Ontario law, but has been made as general as
possible, so that most of it applies anywhere. However, the intentions behind any legalities will have
strong similarities in any jurisdiction. This book is about the spirit of the Law, not the letter of the
Law.

This leads to a caveat. The book is basic educational information from one board member
to another. Any organization that needs advice on a professional issue should contact the appropriate
specialist (e.g. on the Law contact a lawyer and on finances a professionally designated accountant).
Other good sources of information are government websites.

The book is intended for reference as well as for preliminary reading. As much as possible,
reference material is enclosed in boxes or moved to an appendix. It can be skimmed through at first

reading and easily found when needed:

1. Important information is enclosed in highlighted boxes:

‘ Boards work best with around 9 to 15 members. \

2. Lists use a simpler surround:

< The Executive Director takes some ends activities from t he Board.
< The only subcommittee is the N ominations Committee .
< The roles of of ficers are considerably diminished.




3. Examples for illustration are enclosed in these boxes:

Scoti atown Volunteer Centr e promotes vo lunteerism
and supports volunteer | eadership.

4. Direct advice to the board member has rounded corners and a shadow, e.g.:

( If youresignfrom the Board, put your resignati on in writing. '

The book says little about technology. Have computers made much difference? Certainly
results can be achieved more quickly. Many meetings can be replaced by email or virtual meetings
through telecommunications. However, this book is about human behaviour and relationships. Those
are not affected significantly by technology.

There is a choice. Technology can be used to improve quality or quantity. I hope it is clear
from the book that it is improving quality that matters. We may not have changed our methods much,
but now we can do a much better job at it.

The hardest part of writing a book is finding knowledgeable, incisive and constructive help.
It goes without saying that those who can do it are busy - everyone else wants their time. [ have been
lucky. I am particularly grateful to Dusty Miller, the former mayor to whom Thunder Bay owes so
much, Donna Gilhooly, former Manager of Recreation for the City of Thunder Bay, Alexandra
Davidson, the former Executive Director of Volunteer Thunder Bay!, Diane Imrie, Executive
Director of the Northwestern Ontario Sports Hall of Fame and LaRae Moody, a major supporter of
our community. The initial distribution of copies to Thunder Bay organizations was funded by a
grant from the Senator Norman M. Paterson Foundation. I am also grateful to the Thunder Bay
Regional Hospital for permission to use its patient rights policy, the Kinderplace Child Care Centre
for permission to use a policy example and the City of Thunder Bay for the Pro-Kids Community
Development illustration.

I share with those named above a love for volunteerism and a love for this community. I

really do believe that subjects like “governance”, “subcommittees” and “policies” are enjoyable.
What makes them enjoyable? The fact that they are about people. And people are interesting.

Board members should not only be contributing their talents and energies, but gaining
valuable experience, learning and enjoying themselves. They should read, speak up, never be
intimidated, ask many questions and protect not only their organization’s interests, but their own.

Don Watson,
Published by Leadership Thunder Bay email: dwawatson@shaw.ca
Thunder Bay, Ontario website: www.bcompanion.com

ISBN 0-9733508-0-6
Copyright © Don Watson
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Part A Orientation

1: The Board Member Role

A. INTRODUCTION

What are good indicators of economic growth? Where and why are the number of choral
societies and the number of soccer clubs good indicators? Who sings and plays soccer? Why is this
important to their economy?

In 1970 the Italian government created a new set of regional governments across the country.
All had the same structure and powers, with money to spend. The same “seed” was being sown in
a variety of “soils”. Couldn’t this be considered a controlled scientific experiment? How would each
“soil” affect the growth of its “seed”?

This was the way that Robert D. Putnam and his colleagues saw it while they watched
progress for 25 years. In his essay “What Makes Democracy Work” (in: “The Last Best Hope: a
Democracy Reader”, edited by Stephen John Goodlad), Putnam describes what happened.

Some of these Italian regional governments flourished both democratically and economically;
each “seed” had fallen on fertile ground. Others failed; the ground was barren. What was the reason
for the difference? What caused fertility? A nearly perfect correlation was found between success
and the number of choral societies, soccer clubs and cooperatives.

The successful regions were characterized by a dense network of civic associations and an
active culture of civic engagement. Another name for this is social capital, a community asset like
“physical capital” (resources) or human capital (skills and education). Social capital advances health,
education, security, prosperity, happiness and democracy.

Why did some Italian regions have greater social capital than others? The cause goes back
over a thousand years to the Dark Ages. What was life like then? It was “nasty, brutal and short”.
Why? The risk of robbery was high; a peasant grew no more food than his family could eat; there
were no markets; peasants needed protection. Two completely different methods of protection
emerged.

In Southern Italy, a roving band of Norman mercenaries created a feudal monarchy. The
peasants were ruled by knights, who were ruled by barons, who were ruled by a king. Did this help?
Yes; the system was mutually beneficial; the peasants had protection and the Normans were fed.
What held the system together? Rigid, vertical authority was the basis.

Southern Italy developed stability and progress. Did the progress continue? No; such a system
was too rigid to adapt well to change. Why? It imprisoned and wasted the passion, energy and
intelligence spread throughout the population.
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Eventually Southern Italy was unable to respond well to its challenges and was left behind.
What kind of society remains today? The legacy is exploitation and dependence on those in
authority. What about social capital? It’s minimal. Southern Italy is where the new regional
governments were not successful.

What happened in Northern Italy? It found a very different solution. Small groups of
neighbours formed mutual pacts to protect themselves and adjacent groups formed alliances. What
was the basis of the northern system? It was based on horizontal networks, which derive their
strength from individual leadership rather than from authority.

The system spread; towns grew up; guilds, associations and religious fraternities were
formed; local parishes elected their own bishops; the mutual trust essential for the monetary system
of an advanced economy was able to develop.

Did this horizontal system in the North get any further than the vertical system in the South?
Yes; Northern Italy became the wealthiest and best governed place in Europe. Art and Society
flourished and the Renaissance began. Did the culture of leadership last? Yes; it took solid enough
root to still be there after a thousand years. In 1970 Northern Italy had the capability to exploit the
opportunity offered by the Italian government.

Why did a culture of horizontal networks and leadership in the North prove so much more
successful than vertical authority in the South? It provides the freedom and trust for citizen passion,
energy and intelligence to be fully exploited. While the North eventually stabilized through some
control from above, its horizontal culture was too strong to be suppressed.

Doesn’t social capital enable better adaptation to challenges and opportunities? Networks of
flexible, horizontal, civic associations can form, grow, flourish, partner and wane on their own,
according to need. Today such associations are still vital to the life of a democracy.

B. BOARDS

So far we have introduced two sectors of today’s successful societies. Civic organizations
with horizontal civic engagement constitute the non-profit sector; vertical control from above comes
from the government sector. What’s missing? The sector that provides the money to pay for
everything - the business sector. In a healthy and prosperous society these three sectors are in good
balance.

Which sector is this book about? It deals with the non-profit (or not-for-profit) sector. The
civic engagement of non-profit organizations enhances the quality of all community life. However,
these names (“non-profit” or “not-for-profit”) tell us what the sector’s organizations aren’t.
Wouldn’t it be more useful to identify what the organizations are? Because civic engagement is
voluntary, we will name them “voluntary organizations”.

Voluntary organizations provide special and necessary programs (e.g., a drama group puts
on plays, a soup kitchen feeds, etc.), which are made affordable or even free to the clients. How do
voluntary organizations make programs affordable or free?
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They apply for foundation and government grants. They seek donations and business
sponsorships. They recruit unpaid volunteers to help.

Most voluntary organizations have a large membership that “owns’ the organization. How
can this large membership express its ownership? Allowing every member to vote is clumsy and
expensive. Instead the membership elects a smaller group to govern in its interests, called a “board”.
Why such an odd name as “board”? The term originates from meetings around the kitchen table (¢the
“board”) to govern a family farm.

Not all voluntary boards are authorized by a membership. For example, boards that are
funded by government can be appointed by government (e.g., a public library board or a university
board).

C. THE CHALLENGE

What is it like to be on the board of a voluntary organization? The work is challenging. So
are the finances. Money can be in big demand and short supply. Why the difficulty? Isn’t a voluntary
organization just like a business?

In some ways it is. Obviously it must operate in a business-like manner and avoid financial
loss. That’s like a business. However, it can’t make a profit either. That’s not like a business.

What happens if it we do show a profit (called a surplus)? Financial supporters cut back.
They really do. No one likes us making money. They’d rather see it go where the need is greater. So
there won’t be years of plenty to fund future years of famine.

And what if the marketplace changes? A business switches its mission to something more
profitable. But can the Kidney Foundation decide there is no future in kidneys and start supporting
heart patients? Obviously not. It can never desert its clients.

What if the organization becomes unprofitable? A business closes down. Wouldn’t it be
stupid to do otherwise? Can a voluntary organization close down? No, service continues indefinitely,
even on the edge of crisis.

As board members we can also suffer criticism from unsympathetic outsiders and are held
responsible for what the organization does. What lures us into battle against such a challenge? Why
serve on a voluntary board?

We need boards as much as boards need us. Passionate belief in a cause drives us to serve.
Our enthusiasm seeks a channel to course down. Our life is enriched by service. We are generous
and considerate. We love to learn and thrive on challenges. Such service is a noble characteristic of
our species. That’s why voluntary board membership attracts. We all hunger for the opportunity to
make a difference.



D. THE ENDSMODEL

Is every voluntary board the same? Surely we can’t fit all of them into the same mould? Does
the Canadian Broadcasting Corporation board have much in common with our local minor hockey
league board?

There are certainly differences between boards (which are said to use different board
“models ). Will that change the advice and information a board member needs? No, this whole book
applies to any board of any kind in any country.

To show that this is possible, we need a simple way to see all boards of all kinds as the same.
Instead of talking about many models, we will use one all-encompassing model that incorporates all
kinds of boards, called the ENDS Model. A board will be defined as an entity with four parameters.
The underlined letters of the parameter titles form the acronym (“ENDS”):

Ends Framewor k The high level organizational acti viti es and guidelines
that a re the Board's main responsibility .

Nurtur e Board member work outside board meetings.

Decision For mal decision-making withi n board meetings.

Struc ture The way that responsibilities and tasks are distributed
throughout the organization by the Board.

By adjusting parameter content, any board can now be modeled. For example, one
organization might not be able to afford the staff it needs. Won’t plenty of nurture from board
members be needed to compensate? On the other hand, a second organization with a large staff needs
minimal nurture. A big difference in nurture exists between the two boards.

It is this difference in nurture that constitutes the biggest difference between “board models”.
Minimal nurture is likely to be required from board members in a big national voluntary organization
(such as the Canadian Broadcasting Corporation), but is an essential requirement in our minor
hockey league.

The ENDS Model unifies all boards of all kinds under t he same four parameters

that are reasonably independent of each other and easy to understand.

Everything any board is, does or produces derives from one or other of these four parameters.
Each of them will be explained in its own chapter (chapters 2 - 5).
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E. PROTECTING OUR INTERESTS

Two of the ENDS Model parameters, decisions (see Chapter 3) and nurture (see Chapter 5),
involve the role of a individual board member. How are we expected to perform that role? What does
the Law expect?

What is the Law? This book was originally written using Ontario law, but has been made
as general as possible, so that it applies anywhere. For detail on legal issues, other documents or a
lawyer should be consulted.

However, won’t the legal responsibilities for board members anywhere have similar
intentions? Board members will be expected to honour the trust that has been placed in them and
fulfil their role in the best interests of the organization; they should show diligence, care and skill;
they should ensure that the Board follows its policies and bylaws; they should see that employees
are looked after; and they should ensure that government is paid its dues.

But each of us is only one member of the Board. What if the Organization is headed for
serious trouble? Can we afford to say: “Let the others worry about it”? After all, it is the majority,
not the individual, making the decisions.

Unfortunately not. If the Board doesn’t take reasonable care with its duties, no board member
escapes the consequences. The “buck stops” with all board members. Don’t we each need to protect
our own interests as well as the organization’s? Then how can we ensure that our board does take
reasonable care?

We take reasonable care ourselves. Our most basic method of protection is never to let
something go by that we don’t understand. Others may not understand any more than we do.

Asking questions is the board member’s

number one responsibility and number one protecti on.

Listed below are useful suggestions for self-protection through reasonable care:

E.1. ON APPOINTMENT

/1. Read Part A of this book.
2. Obtain and read your Board Handbook to understand your organization.
3. Ask for information on your legal responsibiliti es.
4, Examine and understand the cur rent budget and the | ast audited
fi nancial stat ement (insist on administrative help to understand them).
5. Ask what prote ction exists against risk (such as insurance, incorporation,
aby-law to provide 3" party i ndemnity and mandatory policies)




E.2.

E.3.

o\

Make certain that the organization has a paid pr of essional bookkeeper if
its budget is more th an tr ivial.

7. Ask when the last Board and Executive Director reviews were
undert aken and when t he last annual general meeting was held.

8. Determ ine if t here are any risks related to v olunteer acti vity (e.g., do
volunteer s need police checks?) and ensure that procedure s are in place

to handle them properly.

BOARD MEETINGS:

1 Read in advance any material distri buted before the board meeting.
2. Understand th e fi nancial reports (insist on help when necessary).
3. During meetings:

C Ask questions (the most powerful to ol of all).

C If uncertai n of a change, be prepared to ask “Why?”

C Pursue warning signs of inadequacy or danger.

C I nsist on legal advice when needed.

C Complain about i ncompetence.

C Debate e nthusiasti cally and to the poi nt.

5. If ( and only if ) you have serious objecti ons to a motion that has been
carri ed, ask that your objections be recorded.

6. Use your influence to ensure that the Board f ocuses its attentiononthe

right th ings.

AVOIDING PERSONAL MISTAKES

/

1. Don't act outsi de your specifi ed authority.

2. Reportt o the Board any conflict of i nterest (due to potential personal,
family or company gain f rom a motion under c onsideration. Even a minor
conflict of i nterest could bring serious consequences.

3. Don't use board membership for p ersonal profi t, even aft er | eaving.

Maintain confi dentiality.




E.4. DURING THE YEAR

1. W atch that:

No director has a conflict of i nterest.

Policies and by-laws are followed.

The organization is not taking un-calculated risks.

Funds are not misused.

Multiple options are considered before a decision is made.
Gover nment payments and staff salaries are kept up to date.
Staff operate with in the Law.

Employees are tr eated fairly and legally.

O0O000000O0

The Executive Director is doing a competent job.

If youresignfrom the Board, put your resignation in writing.

F. LEADERSHIP

This chapter began with an Italian story, contrasting the horizontal nature of leadership
against the vertical nature of management. While vertical management systems thrive best in
Business and Government workplaces, leadership thrives best in the community. Why is this?

Managers exercise authority over those they employ. Authority discourages leadership. The
vertical tends to drive out the horizontal. However, on a voluntary board there isn’t much authority.
Board members (including the Chair) are forced to work with the horizontal - to listen to each other
and lead each other. Thus the community demands and teaches leadership. So voluntary board work
not only helps the voluntary sector, it is a skill training ground in leadership for the other sectors.

Through employee membership in community networks, employers also enhance their
reputation, spread their influence and increase their opportunities. Everything flourishes in a well
led community, as the Italian experience showed.

However, is board leadership primarily the responsibility of the board chair? Has a leadership
baton been passed from the last chair to the present one? Should leadership be left to the person with
the baton? Many people assume that. Is it true? No.

Then what exactly is leadership? The literature on the subject is huge. So where do we start?
With a couple of leadership qualities upon which everyone would agree.

For example, was the general who led the Charge of the Light Brigade into the “valley of
death” a good leader? No. Why not? He was wrong. A successful leader sees the right path to the
future. Isn’t vision a quality of leadership?
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Is having vision enough? Will we follow a leader if we disagree with him/her? It’s unlikely.
So what else is needed? The leader must pass his/her vision on to others. A leader needs the power
and passion to persuade. The quality of our leadership is measured by what we inspire others to do,
rather than by any personal accomplishment.

In addition to vision, persuasion and passion, there are other common qualities that leaders
have. The more of the following qualities we have, the better our ability to lead:

Leader ship Q ualities
Values (commendable)
Beliefs t hat are acted out (walking th e talk)
Self-ev aluation (realistic)
Empathy and Encouragement (for all others)

Presentation (passionately and persuasively)

Knowledge, Int erest and Commitment (in community i ssues)
Personal vision

Self-conf idence

N et working/ Politi cal (skills)

Innovati on and willingness t o Challenge the status quo
Strength/ Determination/ Persiste nce (under conflict and
str ess)

Ability to Li sten

Ability to “ get t hings done”

<
<
<
<
<
<
<
<
<
<
<

Is leadership easy if we have these qualities? Often it isn’t; leadership effort may show little
result, which can be disheartening. What do we do? Let’s consider an example:

/

What are the chances that your colleagues onthe Board will accept it?It’s

You have intro duced a new idea at the Bo ard with passion and convicti on.

possible they will, but very common that they won't. Was it a mistake to have
intro duced the i dea? Should you abandon it?

Iti svery hard for people to accept somethi ng new that confl icts with
their internal beliefs and attitudes. This conflict between wh at we hear and
what we have internalized is called cognitive dissonance. |t causes internal pain
and anger. W hat will be the i mmediate result? Rejecti on is common.

However, the confl ict has to be resol ved and debate continuesinternal ly.
If the i deais right, most of us will eventually resol ve thi ngs by changing our
minds. | f youreintroduce your idea at alater date, you may well be surprised by
how easily it is accepted. You may even find someone else bringing forward t he
idea witho ut reco gnising that he/s he previously rej ected it.

The moral of the story isthat you should:

Always persist with th eideas in which you believe as well asy ou can,
but b e patient in waiting fo r th ose ideas to ta ke r ooti nyour colleagues.
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What else helps us? Point 12 of the leadership qualities is about the ability to get things done.
Two useful strategies in getting things done are to:

Always bri ng draf t documents t o meetings. Iti s far qui cker fo r a group to

correct adraft thanfor it tocreate solutions from scratch. Evenif the draft is
torn to shreds, your subsequent revision will be informed and better.

Ask th e guestion “W hy?” (e.g, “Why are we doing this?” ) whenever a gro up
disagrees over anissue, By thi s meansthe i ssue is raised to a higher level at
which people find it e asier to agr ee. Once agreement is reached at the hi gher
level, it i s straightfo rward for all to see which answer is the ri ght one (Part C,
page C- 53 has an example of this).

Let’s return to the issue of the baton being passed from one Chair to the next. Do the qualities
of leadership listed on page A - 14 have anything to do with holding a baton. No; then what does the
baton represent? It represents the Chair’s authority (which is limited) granted by the Board.
Authority is not a personal quality. It has to do with position and is expressed through management,
not leadership.

Leadership and authority are often not well matched. Isn’t this obvious on a board? A
particularly good leader might spend 5 years on the Board, but only one as Chair.

What are the consequences? First of all, we can’t leave the Chair to it. Every board member
needs to offer whatever leadership qualities he/she has. How? By always looking for the right path
and persuading others it is right. There are no excuses. Leadership is a responsibility of the whole
Board.

What does that leave the Chair to do on leadership? What is his/her most important quality?
The ability to listen!! He/she must collect every speck of leadership that comes from within the
Board and help board opinion crystallize around the best path.

G. THE IMPORTANT QUALITIES

Different board members have different qualities to contribute. It is useful to identify the
most valuable ones. The most valuable board member:

/Personal
I s aleader wit h skillsto contribute, enthusiastic about the organization’s

mission, not easy to i ntimidate, able t o manage conflict witho ut cause to
regret, with a sense of humour & fun and connected by email.

Decisions

Attends board meetings, reads beforehand any distributed material,
makes certain he/sh e understands th e fi nancial reports (insisting on help
when necessary ), understands the relevant law and board policies, avoids
conflict of interest, strives with care and diligence, ensures the Board
ful fi lls its obligations, asks good questi ons, speaks with br evity, yields to

the Chair, supports majority deci sions and maintains confi denti ality.



Nurture
Between board meeti ngs respects staff , contributes skills, knowledge

and experience to board subcommittees, if asked to help takes of f the
board h at and support s staff, is prepared t o be an advocate for the
cause, keeps informed about th e organizati on, raises funds and donates.

H. RELATIONSHIP WITH THE EXECUTIVE DIRECTOR

Most organizations employ what will be called an Executive Director (alternative titles
include Manager, CEQ, President, Coordinator or Administrator). Who is that? He/she is the most
senior employee, linking the Board to its staff and volunteers. All staff report to the Executive
Director and the Executive Director reports to the Board. It is important for us to understand our
relationship with the Executive Director and respect it:

The Board, when assembled in a formal board meeting:

I sthe employer of the Executive Director.
Monitors the perf ormance of the Executive Director.
Passes motions to exercise its re sponsibilities as employer.
Defines the ext ent and t he boundaries of Executive Director
author ity and responsibility.

< Is r esponsible for th e “what” and th e “why”.

The Executive Director, outside of b oard meetings:

< Runs the or ganization.
Is fully responsible for “how” the or ganization is run.
Follows all policies defined by and motions passed by the Board,
including any limiti ng his/ her action.
Consults with the Board Chair if actionis needed that exceeds
his/ her authority.

Board members, outside of b oard meetings (providing nurt ure):

< Have no authority over t he Executive Director (or any staff ).
< W hen wor king on oper ati onal acti viti es (page A - 31):
< Function as a volunt eer.

< Seek guidance and help from t he Executive Director.
The Board Chair, outside of b oard meetings:

< Liaises with the Executive Director.
< Calls an emergency meeting of the Board if an issue cannot wait
until the next regular board m eeting.

This definition of the relationship clearly puts the Executive Director in charge between
board meetings. Shouldn’t he/she be left alone to do the job?
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Then when is direction given to the Executive Director? When are his/her progress and
performance monitored? In board meetings by the whole board. This applies for any kind of board.

Performance is best monitored using some standard against which it can be measured. What
can we use? A good standard is a set of mutually agreed deliverables (measurable goals with clearly
defined results). Deliverables are explained in Chapter 16 (page C - 12).

An example set of such deliverables and an example Executive Director report that uses them
are given in Appendix E (page B - 100). A method of determining these deliverables is described
in Chapter 19 (page C - 62).

However, many boards do not have an Executive Director. In that case the Board Chair has
to run the organization between board meetings. Board members should assist and support the Chair
in any way possible and recognize his/her authority.

|. SELF EVALUATION

Regular self-evaluation is a helpful way of keeping relevant. From time to time, we should
ask ourselves the questions below. The more “yes’’s the better. Too many “no”s may mean it’s time
to move on. We should find and work for organizations we really care about.

/

1. In t he community, do | s peak enthusi asti cally about my or ganization?
2. At bo ard meetings and planning sessions:
. Am | almost always in attendance and interested?
. Do | hel p relax tension?
. Do I l isten careful ly to what other s say?
. Do I regula rly contri bute and know what | am talking about?
. Do enough of my contr ibutions c onsist of questions?
. Am | p repared to ask “Why?”
. Do my contr ibutions fo cus th e Board on th e right th ings?
. Do my contributions help other board members speak well?
. Do | show leadership?
3. Do | serve on at least one subcommittee or workgroup where |
contri bute skill, knowledge and experience?
4, Is my board member ship still a learning experi ence?
5. Do | help the Executive Direct or, parti cularly in fund-raising?

Do | do nate to my organization?



2: The Ends Framework (EF)
Role & Prescription

A. INTRODUCTION

A board always needs to grasp what its organization should be doing and why it should be
doing it. Anything so identified will be considered part of the organization’s “ends”. The
identification and promotion of ends are the most important of our board’s responsibilities.

2 (13

“Ends” is a good descriptive word, because its meanings include “purpose”, “result”,

bR AN1Y

“mission”, “direction”, “outcome” and “output”.

How do we find out the what and the why? We must constantly look outwards towards our
clients, our community, our financial supporters, our sister organizations, our parent organization,
our external environment, the literature and the world in general.

Having found what needs doing, we need to ensure that it gets done. How do we do this?
Like the Roman god Janus, guardian of doorways, a Board must be two-faced, looking inwards as
well as outwards. What we see outside must be turned into a framework for decision and action
inside.

This framework consists of guidelines. What should we call these guidelines? “Ends”
guidelines? “Framework™ guidelines? Either name would show only one of the two faces. In this
book, both faces will be shown by calling them “Ends Framework™ guidelines - they are the
framework guidelines that serve the ends. This will be frequently abbreviated to EF guidelines.

B. GUIDELINES

There are two kinds of important guidelines, policies and plans. What’s the difference?
Supposing we were given three boxes, one marked “policies” a second marked “plans” and a third
marked “neither”. If we were then handed document after document, how easy would it be to decide
which document to put in which box? We all might find some difficulty.

So we need the help of some clear definitions. What is a policy? Let’s start with dictionaries.
Their definitions all involve three concepts:
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PoLiCI ES: 1. Are guidelines.
2. Are prudent.
3. Inf luence decisions and actions.

Do plans also fit this definition? Well, plans certainly guide us. Are they prudent? Yes. Do
they influence our decisions and actions? Yes. Then under this definition plans and policies are
equivalent. But somehow we know that a plan should not be a policy. How do they differ?

A PoLicy A PLAN
Lasts indefini tely. Has a limited ti me fram e.
Is used repeatedly. Is used once.

This gives us some clear definitions we can use to distinguish between plans and policies. They may
not be perfect definitions, but they are simple and serve our purposes:

A PolLicyis: A PLAN is:

A guideline. A guideline.
For prudent decision or action. For prudent decision or action.

Of i ndefi nite lifeti me. Of |l imited ti me-fram e.
For repeated use. For one-ti me use.

C. PoLICIES

The key set of EF guidelines are the EF policies (Ends Framework policies), an internal policy
framework constructed to meet external ends (see page E - 18 above) - they tell us the “what” and “why”.

Developing and maintaining these EF policies is one component of the Board Role - the role of the
whole board as a body of people. We will make a note of this component:

Board EF Policy Role

1. Develops and maintains all necessary Ends Framewor k policies.

We will continue noting such board role components as we find them over the next four chapters.
They will all be collected together to give the whole board role in Chapter 6:

Two other policy categories will be described in this book, but only one of them will be used in this
chapter, Operational Policies.
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OPERATI ONAL policies fi t withi n the ends fram ework and defi ne the “means” of

implementing EF policies - they t ell “how” thi ngs should be done.

How do operational policies relate to EF policies? Operational policies implement each EF policy
by expanding its broad strokes into detailed and specific procedures.

Whom do these procedures guide? They guide staff and volunteers. Who writes them? The Executive
Director writes the operational policies and ensures that they are followed.

We can summarize the characteristics of the two types of policy introduced so far:

Are WRITTEN by: Are GUI DELINES for: TELL us:

EF The Board Everyone (in and around “W hat” and “W hy”
policies the organization) (th e “ends”)

Operat ional The Executive Director The staff and volunteers “How”

policies (th e “means”)

Does our board need to have anything to do with operational policies? It has a routine role in
periodically ensuring that operational policies protect against risk and are consistent with board EF policies.

C.1. SEPARATING THE Two

It’s difficult, but important, to determine where EF policy stops and operational policy begins. Why
is it important? We need a clear dividing line between the responsibilities of the Board and the
responsibilities of its Executive Director. Why? Clarity avoids finger pointing or turf wars.

Let’s try an example to illustrate. Here’s a policy in which EF and operational policies have been
mixed up together:

“To protect cl ients fro m abuse, it i s necessary to have all volunteer
applicants thor oughly screened by a team consisting of t he Volunteer
Coordinator and the Ex ecutive Director , which must intervi ew all potent ial
volunteers at least once, make inquiries by checking three character r eferences
and re quest a police check, which must show negative results, before the
applicant is accepted for volunteer activity.”

Which part is Board’s EF policy and which part is the Executive Director’s operational policy? Isn’t
that difficult to identify? How do we solve this problem? We separate “what” & “why” (the “ends”) from
“how” (the “means”):
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EF Policy (the “ends” - “what” & “why"):

Potenti al volunteers must always be screened thor oughly (the “what” ) to
protect cl ients fro m abuse (the “why” ).

Operat ional Policy (the “means” - “how”)

A te am consisting of t he Volunteer Coordinator and the Ex ecutive
Direct or must interview all potential volunte ers at least once, make
inquiries by checking three character ref erences and re quest a police
check, which must show negative results, before the applicant is
accepted for volunteer activity.

That provides the separation, but isn’t the operational policy difficult to read? So let’s clean up the
wording and use point form (Part B, Chapter 13 explains this). Policies should always be in point form:

VOLUNTEER SCREENI NG (MANDAT ORY)

EF Policy (the “ends” - “what” & “why”):

Potential volunteers must always be screened thor oughly (the “what” ) to prote ct
clients fro m abuse (the “why” ).

Operational Policy (the “means” - “how”):

1. Before any applicant is accepted as a volunteer, he/she m ust:
C Be intervi ewed at least once.
C Have three character re ferences checked.
C Have a police check.
C Have no reason found to be rejected.

2. The Volunteer Coordinator and the Executive Director form the screening t eam.

The Board has looked at the outside world, observed cases of abuse elsewhere, recognized its legal
responsibilities, paid attention to what other organizations are doing and produced a suitable EF policy. It
has left the detail of a matching operational policy to its Executive Director.

How did the Board find out what was going on in the outside world? While board members have a
responsibility to keep abreast of current trends and activities, most of us are commonsense amateurs in the
field. What can be done to help us? The Executive Director is the expert and should bring such important
matters to our attention. The Executive Director’s job description should specifically name expert support
of the Board as a responsibility.

The above example also illustrates the Board’s involvement in operational policy. Although the
Board writes and follows only the EF policies, isn’t potential client abuse an issue in which there is risk? -
risk for the clients and a risk of legal action against the Board if it fails in its duties. Doesn’t someone need
to check that the Executive Director’s operational policy adequately serves the EF policy?
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C.2. THE RESPONSIBILITY DIVIDE

We have been careful to divide policies into broad stroke EF policies and the detailed operational
policies that implement them. We will find the same split across plans, activities and decisions within the
organization:

The Board’s Broad Strokes The Executive Director’s D etails |

EF Policies Operational Policies |I
EF Planning Operational Planning |I
EF Activities Operational Activities |I

EF Decisions Operational Decisions |

D. PLANNING

It’s atough world for a voluntary organization. Standing still leads to stagnation and eventual demise,
but change involves risk. Which do we choose - standing still or moving? We have to move forward, but
our risk must be carefully calculated and our moves carefully planned. A board’s EF planning consists of
two components:

EF Strategi ¢ Planning looks to t he distance, usually for an
approximately 5 year time-fram e.

EF T acti cal Planning looks tot he immediate, usually for a less than

one year ti me-fram e.

Why do we need strategic planning every so often? It checks the direction of the wind and where we
should go; it plots the course. What does it produce? 40 years ago it produced a detailed multi-year plan with
a clearly defined time-frame. However, today’s strategic plans are less rigid. They are broad rather than
detailed, with a loose time-frame.

Why the retreat from detail and certainty? We are passing through a period of faster change than at
any time in history. How does this affect strategic plans? A rigid five-year plan may be out of date after four
months.

Then what do today’s strategic plans look like? There are two components. We first create the
broadest, most flexible component with strategic policies (such as mission, vision and values statements -
see Chapter 17, page C - 23). What is the second component?

One particular strategic policy, the visible destination, is a picture of the future that we want to reach
(about 5 years ahead) - the focus of our strategic planning. How do we reach this visible destination? We
find the steps, in priority order, that are needed to get us there. Together these steps constitute the second
component, our broad-stroke strategic plan (see page C - 47).
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What about our EF tactical planning? How do we do it? It is best done through an annual
performance review (Chapter 19, page C - 62). We review our progress to date and select which steps from
the strategic plan we should tackle next in the year ahead. The selected steps constitute our tactical plan.

How is the tactical plan executed? Each tactical step is both broken down into smaller, detailed steps
(operational plans) and implemented by the Executive Director.

Summarizing, we get:

Process Time-f rame Result

EF Strategi ¢ Planning Think around 5 y ears ahead Stra te gic Policies
Stra te gic Plan

EF Tactical Planning Think 1 Year maximum Tactical Plan

Operati onal Planning Think months or weeks Operational Plans

Earlier in this chapter, we began identifying components of the Board Role, so that we could collect
them together later. Which components have we identified for our EF Planning role?

Board EF Planning Role

1. Periodically undertakes strategi ¢ planning to develop strategic policies
(mission, vision, value stat ements, etc.) and a strategic plan of ste ps
needed to reach a visible desti nation.

Annually undertakes a perfo rmance review of the or ganization that
resultsintactical planning steps for the year ahead.

Recommends car ef ully calculated risks when essential.

Operational planning has not been included - that belongs in the Executive Director’s Role.

E. BOARD DEVELOPMENT

If the most important roles of a board are identifying and promoting the organization’s ends (through
EF guidelines), don’t we need suitably qualified board members to do it? Don’t they also need to be trained
and nurtured? This makes development of the Board a necessary EF function. Chapter 21 (page C - 89)
describes the whole board development process in detail.

What is board development? First of all, it is a response to the constant loss of board members
through turnover. Why must boards turn over so much? Turnover and new blood prevent the stagnation of
ideas and responsibility. Board members also need a change.
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How is this turnover achieved? Each board member has a fixed term of service - one year, two years
or three years. While board members usually have the opportunity for more than one term, limiting the
number of terms ensures that everyone’s total tenure has a limit.

Is there a downside to this turnover? In solving one problem, do we generate others? Yes; new
members must constantly be recruited and oriented to their role. They need to be chosen through careful
analysis of what skills and representation are missing on the Board.

In addition, continuity becomes more difficult. What is continuity? It’s a way for the organization
to remember. We may learn best from making mistakes, but how do we prevent that knowledge from
dissipating with turnover? If we don’t, the mistakes made by this year’s board will be repeated over and over
by new boards.

Then how can knowledge be kept? The only solution is in documentation, provided by a Board
Handbook (page B - 85), given to new board members and constantly updated.

However, our experienced board members can get bored and ineffectual if the organization stands
still. What can we do to keep them interested? The best boards are learning boards. How do we keep our
board learning? With continual education and new challenges.

But how can we learn and improve unless we know how we are doing and what needs improvement?
How do we find this out? A board finds out by reviewing its own performance annually.

We can now note more components of the Board Role. These are for board development:

Board Development Role

Carefully and re gularly recruits and orients the right new board
members.
Ensures conti nuity with a Board Handbook.

Maintains a learning board thro ugh regular board education and new

challenges.
Annually revi ews the Boar d’s own perfo rmance.

F. THE EF PRESCRIPTION

How important is it for us to have enough policies and plans? Very important. Policies provide
continuity, consistency, clarity, guidance, communication, efficiency, response to or prevention of problems,
and protection against risk. And planning? That’s a means of driving performance, clarifying where the
organization is going and making certain we get there.

What happens if our board neglects its policies and planning? We waste too much time second-
guessing the Executive Director, because we cannot separate his/her work from ours. The organization
stagnates and may die. The Board will have too many problems, each of which has to be treated as a new
crisis.
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In addition, policies and planning documents need to be well-written. Poorly written guidelines that
nobody understands or reads are a serious handicap. Chapter 13 (page B - 38) shows how to write good
documents.

Are there other benefits to planning? Yes. How? Organization-wide involvement in planning
maximizes organization-wide understanding, teamwork, morale and trust. It enables everyone to take
ownership of our plans and our organization. Our planning must always involve board, staff and other major
stakeholders (people/organizations with a stake in the success of our organization, like clients, volunteers,
sponsors, partner organizations, donors & funders).

What can we do if the Board or the Executive Director are uncomfortable with staff involvement in
planning? The Board should investigate why there is a problem. Few voluntary organizations can afford to
have staff operate with anything but their fullest commitment.

What kind of board and staff do we want? To achieve our ends we need to recruit the right Executive
Director (see Part C, Chapter 20, page C - 73), the right board Chair to lead the Board and the right board
members (see Part C, Chapter 21, page C - 89). We also need to keep the Board constantly learning.

What else do we need to advance our ends? We need leadership from the Executive Director and
the board Chair. We also require board members who can carefully steward the assets (Chapter 4, page A -
36) and provide the nurture (Chapter 5, page A - 41).

In this chapter, we have begun collecting components of the Board Role. We are also going to collect
components of a prescription for good performance. Here are our first ones:

The EF Prescription

The Board has an adequate set of well written EF policies, including
mission, visible destination (vision) & values statements, a clear i dea of
where EF policy stops and operational policy begins and a strategic plan.

The Board directs an annual perf ormance review of the organization
(tacti cal EF planning) and a periodic major planning exer cise (strategic
EF planning), in both of which major stakeholders are involved (including
both bo ard and staff ).

The Board carefu lly recrui ts and develops a board membership which
can contribute to the ends, steward t he assets and provide the nurt ure

to achieve those ends, ensuring an Executive Director and/ or board

Chair who can provide leadership in promoti ng th e ends.

Wording for this prescription has been chosen so as to be independent of board type (except perhaps
the word “staff” - which doesn’t apply if there is no staff), making the prescription apply to absolutely any
kind of voluntary board.

Everything dealt with in this chapter will be addressed in full detail in Part C.
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3:  The Decision Prescription

A. INTRODUCTION

Why do we have board meetings? They produce decisions that lead to actions and directions. How
are these decisions made? The important ones are made through motions, like:

Moved by Don Dock, seconded by Bill Jones that the new budget proposed by

the Executive Director be approved.

The Board discusses each motion and votes on it. If more board members vote for it than against it, the
motion is said to be “carried”. When the motion above is carried, what’s the result? The Executive Director
is given the authority to pay expenses and raise income in a manner consistent with the approved budget.

We need motions for all major decisions. Legally we must include the motion and the outcome of
the vote (“carried” or “rejected”) in the record of the meeting (called the “minutes’). Does every board
decision require a motion? No; minor, informal decisions may only need a note in the minutes stating what
was agreed - but we must record all decisions.

How do we ensure good meetings and good decisions? There is a wealth of techniques for successful
board meetings. Chapter 9 (page B - 5) and Chapter 12 (page B - 28) describe the most helpful techniques.

A.1. BOARD SIZE

If we want good decisions, how big should a board be? Some considerations cause us to seek a larger
board. For example, we need enough people to fill our committees and help in our fundraising.

We might also need representation from several different organizations. Why is this representation
needed? Their special interests are affected by our decisions. Representation on our board ensures that we
understand and serve their needs. There can be convincing arguments for having one board member per
organization. It can add much to our board’s legitimacy.
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Can a board be too large? Yes; the larger it gets, the more people need a turn to speak. Why is that
a problem? At around 7 members, competition for speech starts to require discipline from the Chair. At
around 17 members, constructive discussion starts to be difficult. As a result:

A groupof 3to5 Has free-flowing discussion without discipline needed from t he
Chair.

A group of 9 to 15 Can discuss, but needs discipline and control from the Chair.

A group of over 20 I stoo big for discussion. Decisions must be made before the
meeti ng.

So the need for good discussion pulls the Board the other way, to be smaller. What does this mean
for any board? What is the optimum size?

Boards work best with around 9t o0 15 members

Isn’t this just a good compromise? It provides enough board members to have subcommittees,
fundraising and representation, while enabling good discussion - as long as the Chair exercises discipline.

A.2. BOARD MEMBER QUALITIES

What qualities should we have to be a valuable contributor in decision-making? What kind of people
are needed as board members? The most valuable qualification is care and passion for the organization’s
mission.

Who cares the most? Often those who have experience or expertise in the organization’s activities
(e.g., for a minor hockey league, parents, referees and coaches will all care).

What other qualifications are valuable? They include commonsense, expertise in useful professions
(e.g., law, accounting, government, etc.), the ability to open important doors in the community,
representation of another group or adding diversity to the Board.

So to create a Board that can make good decisions, shouldn’t we choose board members carefully?
They should have useful qualities, appropriate interests and diversity. Chapter 21 (page C - §9) deals with
the process of carefully recruiting board members.
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B. DYSFUNCTION

Obviously we should make good use of the qualities for which each board member has been
recruited. Do we always do that? No; there are several ways in which boards misuse their members.

For example, here are 3 ways in which talented, knowledgeable and experienced board members are
asked to behave as a rubber stamp:

1 A board may have an Executive Committee that examines issues bef ore
the board do es and makes decisions f or the Board.

2. Recommendations may be given at the meeting in which the issue is
introduced, causing these recommendations t o be developed before board
member opinion is heard.

3. A large board may be used (say over 20 people - see page A - 27), in which
meaningf ul discussion with fair opportunity becomes impossible.

Can we avoid “rubber stamping”? Not always. Some boards don’t have the choice. For example,
s0 many organizations may need to be represented that the board has to be large. What’s the result? The
Executive Committee has to make decisions for the board in advance.

And what if the Board meets infrequently? Between meetings the Executive must make decisions
for the Board.

Does necessity in these cases make such a board any less dysfunctional? No; board member assets
are not being used. Groups are not being properly represented. Those out of the decision-making loop are
shown disrespect, lose morale and cannot ensure the accountability of the Executive Committee. Without
equal opportunity to match their equal liability, they are unfairly treated.

What’s the answer? Whenever possible, we should keep board size to 9 to 15 members. If we have
an Executive Committee, it shouldn’t discuss issues before the board does. The board should discuss each
major issue at meeting(s) before the one in which recommendations are made; i.e., the Board needs to be
prepared and given an opportunity to comment in advance.

C. BoOARD MEETING Focus

Not all issues that come before the board deserve equal attention. Shouldn’t we identify the Board’s
most important work and focus on it? Then what is its most important work? The key job in board meetings
is to debate and make decisions on EF issues. That’s where board time must be spent.
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Shouldn’t this be a pivotal principle? If we get this wrong our cause is lost. The guns of Carver’s
artillery ' are pointed here.

What about the operational issues? The Chair should use discipline to dispense with discussion on
them quickly (see Chapter 9 - Part B on running good meetings).

To emphasize the importance of dispensing quickly with operational issues and focussing on EF
issues, this point is in bold type and underlined in the prescription below.

What else is important? Don’t we need meetings to be enjoyable - or is it enough for them to be
effective? Board members are volunteers. They need to look forward to board meetings. Meetings should
be as enjoyable as possible. Chapter 9 (page B - 5) has suggestions on how the Chair can keep the meeting
enjoyable as well as disciplined.

D. THE DECISION PRESCRIPTION

We are now in a position to add some more components to our prescription for good performance.
For the decision prescription:

The Dec ision Prescription
The Board is kept b etween about 9 and 15 members.

The Board di scusses major issues at meetings before the one where
recommendations are made and before the Executive Committee, if it
exists, discusses them.

Board meetings are enjoyable and discipline fr omt he Chair di spenses

with operational i ssues quickly, to fo cus on EF issues.

Once again it can be noted that the wording is not dependent upon any specific board type.

! In John Carver’s “Boards that make a Difference”, Jossey-Bass, 1990
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4: The Structure Role &
Prescription

A. INTRODUCTION

The last chapter dealt with decision-making within board meetings, but what happens outside and
between these meetings? How do we get the work done? The Board has to delegate it to teams and
individuals who report to the Board. Who are they? Let’s find them on the graphic representation of
organizational structure - its organization chart :

Board
Offi cers Executive Director Subcommitt ees
Staff Volunteers W ork groups

So we need to delegate the work outside board meetings to three entities: officers, the Executive
Director and subcommittees.

, Who are the officers? Usually the Chair (Who controls board meetings, alternatively called the
“President” or “Chairperson”), the Vice-Chair, the Treasurer, the Secretary and, sometimes, the
Past-Chair.

, The Executive Director is responsible for three lower level entities: staff, volunteers and
workgroups (workgroups will be explained on page A - 34).

, And subcommittees? Subcommittees are dealt with in Chapter 10 (page B - 16).

Do all organizations need an Executive Director and staff? What if the organization is small, with
a small budget, no workday activity and no risk? The board can cope by itself, the Chair can be in charge
between board meetings and the only paid employee might be a part time bookkeeper. For such a board,
Appendix B (Part B) applies.
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However, supposing our organization is complex, with a significant budget, serious risks, daytime
activity and/or an administrative burden? Who is on the spot for response during the day? Who looks after
our volunteers, money, records, schedules, resources and client liaison with guaranteed reliability and
constant attention? Certainly not the Chair or any other board member. A full-time paid administrative staff
is essential for larger organizations.

A.1l. OPERATIONAL ACTIVITIES

How much paid administration do we need? As a very rough guideline, any organization should
spend at least 15% of'its budget on salaries for administration. This is in addition to paying any professionals
who deliver program services (musicians, social workers, etc.).

Should we have more than one of our staff reporting to the Board? Well, do we want the
responsibility of refereeing between employees? This is not recommended (except for the board of a
professional arts organization, which has to referee between the Artistic Director and the Executive
Director).

It is easier to hold one employee (the Executive Director) responsible for the operational activities
of employees, volunteers and himself/herself. What are the operational activities? They include:

Generati ng income, running the programs, deter mining “how” and

“when”, keeping expenses withi n budget, managing volunteers, supervising staff ,
day-to- day liaison with exter nal bodies, publicity and communicati on.

A.2. EF ACTIVITIES

EF activities are investigations resulting in recommendations to the Board (only the Board makes
decisions). They fall naturally into the lap of the Board. We should delegate them to board officers and to
board subcommittees. They include:

Developing EF and governance policies, EF planning, asking “what?” & “why?”, recr uiti ng

board members, hiring the Executive Director and reviewing perfor mance.

A.3. AUTHORITY

Who’s in ultimate charge? The whole board is (in session at a meeting). After all, if the whole board
together has ultimate responsibility; doesn’t it need ultimate authority to match?

Do we need many board meetings or long meetings to exercise our authority? No; a good board
meets infrequently (usually once a month) and keeps its meetings short (say to an hour and a half). A board
is primarily a decision-making body, not a study group or a working group.
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How do we pass on authority to the subcommittees, officers and Executive Director, so that they can
work outside board meetings? We authorize through policies (page 4 - 18) and motions (page A - 26):

Ulti mate author ity rest s with the wh ole board in session.

Outside board meetings, individuals (including t he Executive Director,
the Chair, of ficers, board members and subcommittee chairs) have

authority to act through:

C policies approved by the Board, or
C moti ons carri ed by the Board.

B. GOVERNANCE POLICIES

The organizational chart shows players (officers, Executive Director, etc.) and teams (board, board
subcommittees, etc.). Each of them needs at least one board policy granting them authority to carry out their

activities. What kind of policy?

Let’s think of our whole system as a game. We can’t play any game well without good rules. Every
player and every team in the “game” needs rules saying what to do and what not to do. There’s the authority.

What are these rules called?

All rules-of -the-game for the Board, its subcommittees, its officers and t he
Executive Director will be called governance policies.

We now have our third category of policy. This enables us to expand the board’s policy role given
on page A - 19 (“Develops and maintains all necessary Ends Framewor k policies”’) with:

EF Policy Role

2. Develops and maintains all necessary governance policies

Governance policies are the rules for the top two layers of the organization chart. They deal with the
Board itself and those entities that report to it:

Are WRITTEN by: Are GUI DELINES for: TELL us:
Governance The Board The Board, its of ficers, The board’s
policies its sub committee s and its rules of the game
Executive Director
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Several of the teams shown on the organization chart (staff, volunteers and workgroups) are not
mentioned in the definition of governance policies. Why not? They don’t report directly to the Board; they
report to the Executive Director; operational policies (page 4 - 19), not governance policies, are their rules.

What do governance policies look like? Below is an example of a player policy. What is distinct
about this example? It’s specific and thorough, with concise wording and in point form. The principles of
writing quality documents are described in Chapter 13 (Page B - 38).

A Subcommittee Chair
1. Calls and conducts sub committee meetings.
2. Ensures that:
C The subcommittee understands, is sati sfi ed with and add r esses its
terms of ref erence.
C All preparation work is completed for meetings.
C All members of the committ ee get a chance to speak.
C Discussion does not str ay fr om th e issue of current fo cus.
C Subcommitt ee members underst and t heir ta sks at the end of each
meeti ng.
C Someone records the main decisions reached and tasks delegated
during each meeting.
C Someone prepares draft report s as needed.
3. Commuricates with the rest of the organization on behalf of the
Committee :
C Report ing progre ss and problems to the Board.
C Pre senting recommendations to the Board.
C Preparing areport f or members at the annual general meeting.
4. Takes the lead inrecruiting additional committee members as needed.

Governance policies are covered extensively by Carver (in “Boards that make a Difference”, Jossey-
Bass, 1990). However, many activities they guide are in common between organizations. For example,
every organization needs its subcommittees to be chaired.

If many activities are in common, couldn’t the policies that govern them also be in common? For
example, won’t every organization need a policy very like the one above?

Governance policies could be in common. Although every organization has freedom to develop its
own unique governance policies, won’t it be worthwhile for us to take a stab at examples for all players and
all teams - as we have above for a subcommittee chair?

Appendix A (Part B) has a reasonable sample set of governance policies for any organization with
an Executive Director. Appendix B (Part B) has a sample set for when there is no Executive Director.
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B.1. COMMITTEES AND WORKGROUPS

Two types of board teams are shown on the organization chart (page 27) - subcommittees and
workgroups (as they will be called in this book). What’s the difference?

, Subcommittees have authority from the Board and a chair with responsibility to manage the
committee’s investigations and bring back recommendations to the Board. They address the Board’s
own Ends Framework issues.

, Workgroups have no authority and no chair. Board members are offering help as volunteers to the
Executive Director for operational issues. This avoids giving the same operational authority to both
a board committee and the Executive Director.

Why is it so important not to give the same authority at the same time to both? Several major
problems will result if we do. We cannot hold the Executive Director accountable if authority is shared.
Conflict can result as both fight for control. Responsibilities can be missed if both leave them to the other.
It is a waste of money and board member time to pay for management (from the Executive Director) and not
use it.

With a workgroup of board volunteers helping in operational responsibilities, there is no conflict
or ambiguity. The Executive Director retains full authority and full accountability for operational results.

Are there exceptions where a board subcommittee, rather than the Executive Director, can be given
the authority for some operational activity? Perhaps, but it changes the committee role from investigation
to action. To remove ambiguity, its responsibilities should be specifically excluded from the Executive
Director responsibilities.

B.2. COMMITTEE AUTHORITY

We also need governance policies to authorize subcommittees - called their terms of reference. The
following is an example of some terms of reference:

The Leader ship Committ ee: T erms of Ref erence

1 Organizes a periodic Strategic Planning process to ensure that the
Organization has an adequate set of strategi c policies and a strategic plan.

2. Annually organizes a process that:
. Reviews the perfor mance of t he organization.
. Results intactical plans for the year ahead.
3. Develops and re views other Ends Framework (EF) policies and governance

policies as re quired.

4, Ensures that board , staff , volunteers and other stakeholders are al ways
consulted and involved in planning and major policy changes.

5. Makes recommendations to th e Board on its fi ndings.
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How big should such committees be? Well, we need free-flowing discussion. As noted in Chapter
3 (page A - 27), this thrives best with 3 to 5 members.

How important is it to hold committee meetings? Very; they can make the facts, the issues and the
alternatives clear for the Board. What happens without them? A board can go in frustrating circles on issues
and end up taking a careless stab at the wrong course of action.

B.3. OTHER GOVERNANCE POLICIES

The two governance policy examples above both grant authority by giving instructions for what a
player or team does. Such policies are essential. Doesn’t every player and every team need a “job
description”?

Are there other kinds of governance policies? Yes. Some rules might tell what net to do. Others
might define a relationship (such as that between a board and its Executive Director - page A - 106).
Appendix A (Part B) contains examples on “how” to run a board meeting and a schedule of board activity.
What does Carver say (in “Boards that make a Difference”, Jossey-Bass, 1990)? Carver breaks governance
policies into 3 sub-categories:

1. Governance Process policies deal with how the Board itself works
(examples of this are the Subcommittee Chair and the Leadership
Committee policies on the previ ous two pages).

2. Board/ Management Del egation policies deal with the rel ationship between
the Board and its Executive Director (an example of thisis the policy on
page A - 16).

3. Management Limitation policies define what the Executive Director

cannot do (e.g.: “The Executive Director cannot spend over $2,000
witho ut t he approval of the Boar d.” The limit of $ 2,000 not only denies
the E xecutive Director the freed om to spend larger sums of money
witho ut special authorization, it also grants authority t o spend amounts
below $2,000).

The Board does, of course, delegate all dealings with staff to the Executive Director. Does this mean
that the Board has no involvement in human resource matters? No; policies related to general, high level
human resource issues (such as salary scales, human rights issues, etc.) may be developed by the Executive
Director, but are Management Limitation governance policies and need to be approved by the Board.

B.3. THE NEED

Why do we need so many rules? Many businesses manage with few of them. They don’t have to spell
everything out. Why not? The “delegater” and the “delegatee” may have worked together for years.
Expectations are well known.
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What happens in our community organization? Board and volunteers change more frequently and
work fewer hours. Expectations are not well known. Instructions and rules must be spelled out.

Are any kind of policies satisfactory? No; they need to be a good policies (see chapter 13 - Part B).
As long as our governance policies are clear, thorough and well understood, our board can flourish.
Otherwise we will have problems. People must know clearly what they are to do.

C. STEWARDSHIP

Under the authority of governance policies, board committees meet to deal with EF activities and
the Executive Director runs the operational activities. What control does the Board have over both kinds of
activities once it has authorized them? Can it afford to forget about delegated tasks until they are finished?

No; interest must be maintained throughout. How could our Board accept responsibility for the whole
organization without accepting responsibility for the activity outside board meetings? How do we do this?

We steward all activity. What is stewardship? It is the monitoring of activity results (leaving the
means of achieving those results to the “delegatee’’) and taking action only when there is a problem. This
requires a very balanced approach by the Board.

For example, does stewardship of operations imply interference or micro-management? No, if the
Executive Director achieves good operational results, the Board should just approve them. Only if
operational results are unsatisfactory does corrective action become necessary.

How do we steward? By requiring regular progress reports and asking questions about those reports
until satisfied with progress and the resolution of any problems identified. The Board must:

Monitor progress by:

C Reviewing reports. (written or verb al).
C Asking questi ons. (VERY | MPORTANT)

Approve satisfactory progress.

Act to correct when necessary. (problems must be fa ced)

We need to be especially careful in questioning legal, financial and/or risky matters. Each board
member has legal and financial responsibilities to discharge and liabilities to protect.

What about the “delegatee”? What is his/her/its role? Success also requires a responsible and
competent “delegatee” (whether a team or a player). An “delegatee” must:



Read, understand and know the j ob description or terms of r eference.

Follow t his policy and perf orm t o the best of ability, intimely f ashion

and in the interests of the or ganization.
Report back regularly with both progress and problems.

Make recommendations as re quired.

We can now add to our collection of components of the Board Role. Which components have we
just identified? This is what the Board does for stewardship:

Board Stewardship Role

Delegate s all Ends Framewor k investigati ons to subcommittee s.

Delegat es all operational re sponsibility to the Executive Director.

Steward s the perfo rmance of both subco mmittee s and Executive

Director by:
. Monitoring th eir progress in board meetings.
. Approving sati sfactory progress and recommendati ons.
. Taking actionto corre ct unsatisfactory progress or
recommendati ons.

D. THE BOARD/EXECUTIVE DIRECTOR RELATIONSHIP

The Board/Executive Director relationship is key to a successful board. How do we maximize its
quality and overcome its pitfalls? First of all, let’s recap some of those pitfalls.

If the Board is in charge in board meetings and the Executive Director is in charge of the main
activity, operations, between board meetings, won’t there be confusion at times? Either side may forget
where it is and arrive wearing the wrong “hat”.

In addition, the next chapter will deal with all individual board member activity outside board
meetings, which will be termed “nurture”. Nurture complicates the relationship.

What do we do? We must start our solution with clear governance policies. Only if we are clear on
the rules of the game can we limit any conflict.

First of all we need a policy defining the relationship between the Executive Director, the Board
and board members. Who has which authority when? We defined such a policy on page A - 16.




A-38

Besides understanding their interrelationship, don’t both sides also need to be sure of their own
roles? We need terms of reference for the Board, often referred to as the “Board Role”, (the full role is on
page A - 54) and we must tell the Executive Director what we want. How? A clear and thorough job
description must be provided (page B - §2).

As previously indicated, these role definitions should result in the Board dealing with the “what” and
the “why” (the EF) and the Executive Director managing the “how” (the operational).

What happens if the Executive Director’s job description is ignored? What protection can the Board
get? It needs to spell out the consequences. How?

A fair legal contract (or letter of appointment containing the essential matters) protects both the
Board and the Executive Director. Developing this contract requires donated or paid professional legal
advice.

What else can we do? Isn’t prevention better than cure? A competent and motivated Executive
Director with integrity is what we need and we shouldn’t stop looking until we find one. How do we get
someone like this? We use a sound process for the selection of our Executive Director (Chapter 20, page
C-73).

E. PERFORMANCE REVIEW

If we have a good Executive Director, effective policies and a good contract, will a good relationship
always result? Will high performance be ensured?

Maybe, but perhaps the Executive Director is not as good as we thought when we hired him/her;
perhaps the job description is not as good as we thought; perhaps the Board hasn’t fulfilled its side of the
bargain; perhaps our needs have changed; perhaps the Board and the Executive Director have different
perceptions; perhaps he/she needs some help. How do we deal with this?

The answer lies in good communication between the Board and the Executive Director. How should
they communicate? Board meeting discussion (with good questions from the Board) and informal
Chair/Executive Director conversations are valuable, but an annual Executive Director performance review
is essential (Chapter 15, page B - 66).

Each year’s performance review should evaluate the Executive Director against a set of expected
deliverables (measurablegoals) determined in the previous performance review a year ago. How does this
help? A deliverable achieved on schedule is good performance and a deliverable missed may be a weakness.

Then we must prepare for monitoring the Executive Director’s progress and performance over the
year ahead. The Board and Executive Director together should determine a new set of deliverables. A
complete example set of such deliverables and an example Executive Director report that uses them are
given in Appendix E (page B - 100).
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Should the Executive Director look forward to a performance review? Yes; performance reviews
should be very positive activities that motivate both Executive Director and board. It enables them to
understand each other’s problems, determine solutions, recognize each other’s successes and develop
performance deliverables.

Nevertheless, if there is a serious problem with the Executive Director, it is important for us to gain
early warning. How can this be achieved?

There must be a documented policy that permits any staff member to file a written grievance with
the Board (the Board should take no action until the grievance is in writing). In addition the Board should
conduct an exit interview with every staff member that leaves and identify the reason for leaving. Finally,
the Board must be prepared to listen to client complaints.

Does the Board itself need an annual performance review? Yes; and the Executive Director should
have input to it. That also helps communication.

Finally, it is necessary for the Board to protect the organization against risks of all kinds (ensuring
that actions keep within the Law, insurance policies are paid, finances and financial practices are adequate,
volunteers are adequately screened, etc.). What else? The Board also has to arrange for operational
management during any temporary period between one Executive Director and the next.

We now have some more components of the Board Role to add to our collection:

Board Role: Executive

Appoints and is the legal employer of the Executive Director.
Arra nges f or operational management during any temporary
period without an Executive Director.

Annually reviews t he perf ormance of the Executive Director.

Maintains, thro ugh staff exi tintervi ews, an early warning

system to limit internal problems.

Hears for mal complaints fro m clients and grievances fro m staff
put in writing.

Ensures prote ction against unnecessary ri sk.

Periodically reviews all operati onal policies to ensure that they
are consistent with b oard Ends Framework policies.

F. THE STRUCTURE PRESCRIPTION

We are now in a position to add more components of our prescription for good board performance.
Here is a Structure Prescription, based upon the content of this chapter:
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Structure Prescription

Board subcommittee s with 3 to 5 peopl e undertake all in-depth
investigations on EF matters.

I ndivid ual r oles, board subcommitt ees, wor kgroups and th e Board all
have complete, consistent and well-written governance policies defi ning
th eir responsibiliti es and limitati ons.

The Board/ Executive Director relationship is enhanced t hrough good
documents (policies on the relationship, job description, legal contr act,
board t erms of ref erence), good infor mation (grievance procedure, exit
intervi ews and attent ion to client complaints) and good communication
(including annual perfor mance reviews of both Board and Executive
Director).

The Board re ceives regular quality re port s on all delegated t asks from
its sub committee s and individuals and asks questi ons about th ose
reports until satisfi ed with the resol ution of any problems arising, being
especially careful with | egal, fi nancial and risky matte rs.

It can be noted again that the wording of the prescription is also not dependent upon any specific
board type. So this prescription applies to any board of any type (although item #1 1 obviously does not apply
to a board without an Executive Director).
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5: The Nurture Role &
Prescription

A. INTRODUCTION

What is “nurture”? It’s the term we’ll use for all work done by individual board members outside
and between board meetings. Why has nurture been left to last? Because knowledge of the other parameters
helps us to understand it.

However, nurture can be split into management nurture and leadership nurture. To help us with
this, we will consider an extract from the book “On Becoming a Leader”, by Warren Bennis. The extract
compares a leader to a manager:

The Manager administers. The Leader innovates.
The Manager is a copy. The Leader is an original.
The Manager maintains. The Leader develops.

The Manager focuses on systems and

structure . The Leader fo cuses on people.
The Manager relies on control. The Leader inspires tru st.
The Manager has a short -rang e view. The Leader has along-rang e

perspecti ve.

The Manager asks how and w hen. The Leader asks what and why .

The Manager has his/ her eye always The Leader's eye is always on the
on the bottom line. horizon.

The Manager imitates. The Leader originate s.

The Manager accepts the status quo. The Leader challenges it.

The M anager is the classic good soldier. The leader is his/ her own person.

The Manager does t hingsright. The Leader does the ri ght t hings.

Does this mean that leadership is superior to management - or vice-versa? Let’s not travel down that
road. We cannot operate well without both good management and good leadership. We only want to
identify where the Board deals with management and where it shows leadership.
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Won'’t there be a constant conflict between the objectives of management and the objectives of
leadership, due to their opposite nature? For example, doesn’t management expect us to avoid risk, while
leadership requires that we take risks? How do we address such conflict in our organization? The only way
is through careful analysis. In the case of risks, all risks taken must be calculated risks.

How are boards affected by their need for nurture? Different use of nurture constitutes the most
significant difference between boards. We will illustrate this by looking at some different board types
(usually called board “models”).

Need we investigate all subtleties and variations in board types? No; we can understand the concepts
by looking at three simplified ones: the Policy Board, the Policy Governance Board and the
Administrative Board.

A.l. MANAGEMENT

Let’s review our list of the Executive Director’s operational activities from page A - 31.

Generati ng income, running the programs, deter mining “how” and

“‘when”, keeping expenses withi n budget, managing volunteers, supervising staff ,
day-to- day liaison with exter nal bodies, publicity and communicati on.

Are these activities leadership or management? What are they about? Aren’t they about
administering? Don’t they show the Executive Director maintaining systems, exercising control and focusing
on the short range, how and when, the bottom line and doing things right? - in fact about those things listed
on Warren Bennis’s left hand column above? So operational activities are all management activities carried
out by the Executive Director. What do we board members do about this management? We steward it (see
page A - 36 on stewardship). We monitor it carefully.

What other management takes place? Committee chairs manage their committees. The Board Chair
manages the Board (its meetings and its work). Do we steward this management by chairs also? Yes; the
Board stewards all management activity.

A.2. LEADERSHIP

Now let’s review the Board’s Ends Framework activities from Page 31:

Developing EF and governance policies, EF planning, asking “what” & “why”, recruiting

board members, hiring the Executive Director and reviewing perfor mance.

What about these EF activities - are they leadership or management? If we look at the Bennis
leadership column, we find that a leader innovates, develops, has a long range perspective, asks what and
why, has an eye on the horizon, originates, challenges and does the right thing. Isn’t that the aim of the
Board’s EF activity? EF activities constitute the Board’s leadership role.
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A.3. SUMMARY ROLE

As a result, we could summarize the Board Role into something very simple:

The Board:

1. Steward s all management.

2. Provides leader ship (by its Ends Framework A cti viti es and Decisions)

This summary will be important to us as we consider what nurture is and what it does. It will also
enable us to split the rest of the book easily into two parts. Management will be the subject of Part B of this
book and Leadership the subject of Part C.

B. LEADERSHIP NURTURE

The first use of board member nurture is in leadership nurture that furthers the Ends Framework
side of the organization. It is delivered through board member participation in the investigations of board
subcommittees (e.g.,on the Leadership or Board Development Committees).

Is the Executive Director involved in this work? After all, we have stressed that the Board should
leave operational issues to the Executive Director. Does the reverse apply? Should the Executive Director
leave Ends Framework issues to the Board?

No; his/her specialised knowledge and leadership qualities are needed. How are they contributed?
The Executive Director should be an ex-officio (due to position, non-voting) member of all Ends Framework
subcommittees.

However, with the two sides debating openly, equally and freely in committee meetings, the
Board/Executive Director relationship can be tested. How is it affected? First of all, a too strong Executive
Director can restrict the freedom of unsure board members to speak.

Alternatively, an unsure Executive Director can find too strong board members trying to micro-
manage. Why? Because discussion of Ends Framework issues often leads naturally to discussion of the
associated operational issues.

Mightn’t this discussion produce helpful ideas for the Executive Director? Yes, but strong board
members sometimes forget whose prerogative it is to decide which of these operational ideas to use. Choice
is up to the Executive Director, not a board member.

What’s the solution? First of all we need to formalize the relationship between the Board and its
Executive Director in a clear and thorough manner. This was indicated by the following guideline in the
Structure Prescription (page A4 - 40):
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The Board/ Executive Director relationship is enhanced t hrough good
documents (policy on the relationship, job description, legal contract, board terms
of r eference) , good infor mation (grievance procedure, exit i ntervi ews and
atte ntion to client c omplaints) and good communicati on (including annua
perf ormance reviews of both Board and Executive Director).

Is that enough? No, both sides must also make the effort to respect each other and each other’s area
of authority. We can check that they do through their performance reviews.

B.1. THE PoLiCcYy BOARD

The Policy Board is the simplest and cleanest board type, at the centre of the nurture spectrum:

The PoLicy BoArRD member nurtures the Ends Framework side only

(showing leadership in board subcommittee s).

A policy board member has no involvement in and no authority over programs, directing staff or
directing the volunteer program. Then how can a board member influence operational activities? By
exercising stewardship (page 4 - 36) at board meetings and through an Executive Director performance
review (Chapter 15 - page B - 66).

The Policy Board is illustrated by the diagram on the following page. What can we notice about it?
First that authority and direction (in the form of policies and motions) always flow downwards (from
membership or government to the board, from the board to committees and from the board to the Executive
Director), while accountability flows upwards in return.

Membership should be strongly represented on the Board. Can board members be other than
organization members? No; no one can join the Board unless he/she has paid a membership fee.

After their investigations, do committees make decisions? No; only the full board in session makes
decisions. Committees make recommendations to the Board. What happens after a committee has made
its recommendations and the Board has made its decisions? The Executive Director implements the Board’s
decisions. He/she also manages all operations and provides expertise to the Board.

What else can we note?

1. Leadership is provided on the left hand side of the diagram by board subcommittees.
2. Management of operational activity is provided on the right hand side by the Executive Director.
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Membership (or Government)

Autho rity
Accountabil ity

Representati on

ek Polic y Board *xx**
(Decisions)
Accountabil ity Account ability
Recommerdati ons Aut horit y Experti se
Auth ority Direction
Direction
Comnit te es Executive Dir ector
(In vestigations of EF Matters) (Imp lementati on, Operat ions)
L eadership Manag ement

(EF Acti vity) (Operat ional Act ivity)

B.2. THE PoLicY GOVERNANCE BOARD

Unfortunately, we all have a tendency to neglect our leadership responsibilities (EF activities). What
do we do instead? We are attracted to second guessing the Executive Director in operational activities. Why?
Operational activities are easier to understand and more familiar.

Why is this a problem? Well, we can become so involved in operational activities that we lose sight
of our true Leadership responsibilities. Members can leave a meeting pleased with the amount of operational
business discussed without realising that few or none of their own responsibilities have been fulfilled. In
board member minds, the purpose of the board might have become just to hold meetings.

The weakness of a board with an operational focus will be illustrated in detail under the
Administrative Board example on page A - 49 below.
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John Carver produced a diagnosis of such problems in his book, “Boards that Make a Difference”
(Jossey-Bass, 1990). What did he suggest as a solution? How does he pull the Board back from operational
activities to doing its own job?

Carver prescribed a total focus on policy (called Policy Governance). His board type, the Policy
Governance Board (often called the Carver Board), has strength of purpose and theoretical completeness.

In Policy Governance, the Board executes no leadership. Ends Framework activities (except board
nominations) are transferred to the Executive Director

Membership (or Government)

Autho rity
Accountabil ity

Representati on

*ekx - Policy Governance Board *****
(Decisions)
A\ A\
Accountability Experti se
Recommendations Autho rity | Accountab ility
Auth ority Direction
Direction
Nominati ng Commit te e Executive Dir ector

(Imp lementati on, Operat ions,
EF Matters)

Ma nagement & Leadership
(Operational &
EF Activity)

Does policy governance work? It does for some boards. What about the rest? Carver has had much
to tell us and enormous influence on board literature. This book will continue to stress the importance of
policy. We will try to add to Carver rather than oppose it.
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Policy governance reduces the number of board responsibilities and clarifies them:

If we implement all of Jo hn Carver’s recommendations, we:

Have no nurture at all (except a Board Nominations Committee ),
Corcentrate on policies, and
Transfert herest of the EF activity to the Executive Director.
Have no more than 7 members on our b oard, with:
Diminishment i n th e roles of o fficer s.

Disconnection between staf f and board.

)

Make our decisions by measuring them against ex isting policies.

What is the weakness of Policy Governance? It is the fact that it asks no leadership from the Board.
The Board does nothing more significant in Ends Framework activity than choosing its own members. Yet
isn’t such leadership in community organizations a great source of social capital to make the community
healthy and prosperous (page 4 - 7)? Shouldn’t it be a training ground in leadership for the government and
business sectors (page 4 - 13)? Unfortunately, a Carver board is not a leadership training ground.

For most organizations a fully implemented Carver Board walks away from the action that inspired
its members to join. There is an “iron curtain” that separates board from staff. Policy Governance is an
ideology that does not kindle motivation. Shouldn’t there be more to board work than policy if a model is
to suit all kinds of boards?

Policy Government is more rigid than other board types, making it unsuitable for small organizations
that must constantly adapt and retrain. In fact, Carver states that his methods are not aimed at these boards.
Why is this the case? The Policy Governance Board requires a large staff to cope with the extra activities
transferred to the Executive Director. It also needs a large budget for the consultant help in conversion.
Small organizations just don’t have the staff or budget.

There is another weakness introduced by moving the Board away from the action. Doesn’t that grant
an Executive Director more empowerment (a result that can be popular with an Executive Director)? Hasn’t
the Board given up a lot of control and left itself more open to exploitation and incompetence? Yes; Carver
tries to compensate for this with special policies. However, having a first class Executive Director of
integrity is necessary for a policy governance board to work well.

Should we ignore Carver? No, we can usefully implement many Carver recommendations. Carver’s
book has influenced this one.
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C. MANAGEMENT NURTURE

Do any boards move workload in the opposite direction? Yes; many not only retain the leadership
nurture for board members, they add some management nurture to the board member workload.

Boards with management nurture are the most common boards. Why are they so popular? The Board
doesn’t have a choice. For organizations with a staff too small for the operational workload, considerable
management nurture is needed to complete that workload (for a board without an Executive Director, all
of the operational workload gets completed through nurture - see Appendix B, page B - 88).

Here are some examples of operational nurture:

Advisory w ork groups

The Executive Director might invite board members toj oin a
br ainstorming workgroup producing a new set of them es and branding
for all publicity.

A fi nancial workgr oup might hel p br ainstorm solutions to a fi nancial
problem.

Writing

A board member could be asked to wr ite a report, a press rel ease or an
operational policy.

Meetings

A board member might be asked to represent the organizationin lieu of

the Executive Director.

A board that uses management nurture is called an Administrative Board or a Working Board,
our third example of a board type.

There should be a beneficial side to the Administrative Board. Aren’t costs reduced by reducing the
staff workload? Then what could be negative?

The root of any problems lies in the way that the management nurture is provided. For example, the
most common board mistake is to implement management nurture by setting up board committees on
operational matters - such as a Personnel Committee or a Program Committee.

This makes the situation worse, not better. Why? Let’s look at a diagram illustrating an
Administrative Board with committees on operational matters. Strike-throughs indicate what is lost in the
process.
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What has happened? A board committee has a chair - just like the Board - and it has the Executive
Director present - just like the Board. It is almost certain that a committee on operational matters will see
itself as a “mini-board”. It will think that it should be giving the Executive Director direction and that the
Executive Director is accountable to the Committee.

It may well try to give the Executive Director more work and waste the Executive Director’s time
on issues for which the Board has already given him/her full authority. How could that reduce the
Executive Director’s workload? It certainly is of no help.
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The Executive Director cannot serve several masters. Every bit of accountability he/she gives
committees removes some accountability to the Board. Committees forget that they are accountable to the
Board themselves. They stop making recommendations to the Board, so that they can focus on directing the
Executive Director.

As a result, the Board has inadequate accountability from either the Committee or the Executive
Director. What does that mean for the membership? If the Board has inadequate control over what’s going
on, how can it be properly accountable to the membership?

The Board becomes chaotic. Because committees and the Executive Director have been assigned the
same responsibilities, there is considerable conflict in the organization. An enormous amount of “busy work”
can take place with little result. To fix the problem, we need to avoid committees on operational issues. We
can include this important factor in the Board Prescription by modifying one of the prescription components
from page A - 40:

Board subcommitt ees, with 3 to 5 people, deal only wit h leader ship
(Ends Framewor k) matt ers - undertaking in-depth i nvestigations as

requir ed.

C.1. FINDING THE RIGHT SOLUTION

Management nurture is obviously a difficult resource to exploit. What’s the problem? Things become
complex because board members are working in areas where they should have no authority. If they are going
to provide real help to the Executive Director, don’t they need to replace their board member hat with a
volunteer hat? Don’t they need to respect the Executive Director and his/her authority? This is an extreme
form of role change from sitting in a board meeting stewarding the Executive Director’s progress.

Help is most welcome if board members provide management nurture only in response to a request
for help from the Executive Director (or where there is no Executive Director, from the board Chair).

As noted earlier (page 4 - 34), a group helping the Executive Director needs a different name from
“committee” - thus avoiding the word’s “baggage”. We will use “workgroup” rather than “committee”.
Doesn’t this better clarify the informality and lack of group authority? It shows that authority rests with the
Executive Director rather than the workgroup members.

What else helps? Both sides must make the effort to show respect and empathy for each other and
each other’s area of authority. Each year, when the performance of board and Executive Director are
reviewed (Chapter 15, page B - 66 and Chapter 21, page C - 89), we should question whether that respect
and empathy have been shown. Won’t this encourage the development of mutual trust, which is a major
contributor to success?

The best structure through which an Administrative Board (or a Policy Board) can help the
Executive Director is to become a simple variation on the Policy Board. It has one minor addition - the use
of workgroups under the Executive Director. This is illustrated on the next page:
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In this structure for the Administrative Board, board committees have full authority to provide
leadership, the Executive Director has full and unambiguous authority to provide management and the
Executive Director gets genuine help from board members. Everything works as it should.




A-52

C.2. FINANCIAL MATTERS

The Executive Director is the only person dealing with finances on a day to day basis - they are
clearly operational matters. However, aren’t finances of vital importance for survival - too important for
the Board to distance itself? Don’t we need to monitor finances carefully and hold the Executive Director
very accountable?

The Board should review the Executive Director’s regular financial progress reports and his/her
recommendations (on financial accountability and security) with care. It also needs to know how to deal
with the independent and professional annual audit of the organization’s books.

Doesn’t the Executive Director need help with finances? - e.g., through brainstorming, problem-
solving and support - and doesn’t he/she need help with fundraising - another operational activity?

We are now in a position to add components of the Board Role for its nurture of operational activity.
These are the last components of the Board Role that we will need:

Board Operational Role

Financial

Ensures the financial accountability and f inancial security of the
organization.

Ensures a proper audit and appropriate response to that a udit.

Fundr aising

Achieves suf ficient fundraising to meet financial needs.
Other

Assists the E xecutive Director with other operati onal issues as
re quested.

How do we do this when the majority of us are not financial experts? Board members who are
financial experts, particularly the Treasurer, must be able to give us good advice, through developing a deep
understanding of the financial reports and position. How do they do that?

It is better not to have committees on operational matters for which we want to hold the Executive
Director accountable. We should have a workgroup for finance and a workgroup for fundraising - both of
which meet regularly and frequently (just before each board meeting).

C.3. FUND-RAISING

Do we enjoy fundraising? Many of us don’t; however, fundraising is a joint responsibility of board
and Executive Director. Shouldn’t every board member provide fundraising nurture? This issue is addressed
in Chapter 14 (page B - 54).
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What are the nurture problems in fundraising? One is the ambiguity in role if a board member is
made responsible for planning and running an event. Won’t he/she need staff help? Yes; but staff cannot be
expected to drop what they are doing in order to help. Once again, board members must accept the authority
of the Executive Director and ask him/her for staff support.

Can board members even talk to staff members? Yes; the Executive Director must allow full
communication. Restrictions should only be on allocation of staff time. Once more mutual respect, empathy
and communication are essential.

D. NURTURE EXPECTATIONS

Supposing we are very demanding of our board members. What should we say during recruitment?
Should we downplay our expectations until we get a new board member’s commitment? We don’t want
to scare prospects away.

Well, will a board member who expected to give 2 hours per month serve any organization well after
discovering that the real expectation is 10 hours per month? No; there must be absolute honesty in
recruitment. Then our new board member is obligated to deliver the nurture to which he/she has committed.

What happens when a good board member exceeds expectations? Star performers get taken for
granted. They are often exploited. “If you want something done - give it to a busy person.”

However, working too hard for too long causes burnout. The star suddenly becomes a poor
performer, loses enthusiasm, develops a negative attitude, cannot cope and gets depressed. Very likely he/she
leaves the organization and that passionate effort is lost. It is important to be careful that no board member
exceeds reasonable time expectations.

E. THE NURTURE PRESCRIPTION

We are now in a position to add our final components of the prescription for good board performance.
Here is the nurture prescription:

Nurture Prescription

Board governance policy clearly defi nes the operati onal author ity
outside board meetings of the Executive Director (or the Chair if

ther e is no staff ), and both board members and t he Executive Director
respect each other and the other ’'s area of aut hority.

Indi vidual board member s provide nurture i n keeping with expectati ons

that hav e been understood and agreed during recr uitment, providing

operational nurture onl y for fundr aising, for fi nancial matt ers and when
requested by the Executive Director (or the Chair when there is no
Executive Director).
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6: The Board Role &
Prescription

A. INTRODUCTION

A board is itself a committee. Shouldn’t we have some terms of reference to tell us what to do?
Shouldn’t that be a crucial component of this book? To paraphrase Yogi Berra: “If the Board doesn’t know
what it’s doing, it may end up doing something else.”

The more common term for the board terms of reference is the “board role”. Where do we find the
board role? Is it in the documents of legal status - such constitution or by-laws
(page A - 58)? It could be, but such documents tend to stick to structure and legal responsibilities.

If no one else defines our role, we must write our own role. Haven’t we been doing that bit by bit
as we’ve moved through the previous chapters? It’s now a question of pulling together the components we
found in each chapter. We are going to group them under the two categories - Management and Leadership

Below is what we get when we pull everything together. Against each set of role components is
noted the page from which those components have been collected.

The Board Role

The Board:

Management

A. Stewardship (from page A - 37)

Delegate s all Ends Framewor k investigati ons to subcommittee s.

Delegat es all operational re sponsibility to the Executive Director.

Steward s the perfo rmance of both subco mmittee s and Executive Director by:
. Monitoring th eir progress in board meetings.

. Approving satisfactory progress and recommendati ons.

. Taking action to correct unsatisfacto ry progress or recommendati ons.




B. Executive (from page A - 39)

Appoints and is the legal employer of the Executive Director.

Arrangesfor operati onal management during any temporary peri od witho ut an
Executive Director.

Annually reviews t he perf ormance of the Executive Director.

Maintains, thro ugh staff exi tintervi ews, an early warning system to | imit i nternal
problems.

Hears form al complaints from clients and grievances from staff put in writing.
Ensures prote ction against unnecessary ri sk.

Periodically reviews all operati onal policies to ensure t hat they a re consistent with
board Ends Framework policies.

C, Operati onal (from page A - 52)

Financial
Ensures the fi nancial accountability and fi nancial security of t he organization.
Ensures a proper audit and appropriate response to that a udit.

Fundraising
Achieves suf ficient fundraising to meet financial needs.

Other
Assists the Executive Director with other operational issues as re quested.

Leaders hip

Policy
Develops and maint ains all necessary Ends Framewor k policies. (From page A - 19)
Develops and maint ains all necessary gover nance policies. (From page A - 32)

Planning (from page A - 23)

Periodically undertak es str ategic planning to d evelop str ategic policies (mission, vision,
values statements, etc.) and a strategic plan of steps needed to reach a visible
destination.

Annually undertakes a perfo rmance review of the or ganization that results in tactical
planning steps for the year ahead.

Recommends car ef ully calculated risks when essential.

Board Development (from page A - 24)
Carefully and regularly r ecruits and orients th e right new board members.
Ensures conti nuity with a Board Handbook.

Maintains a learning board th rough regular board educati on and new challenges.
Annually revi ews the Boar d’s own perfo rmance.

The example above is applicable to any board with an Executive Director. How can this role apply
to different board types at the same time? The difference between board types is mostly in the use of nurture
and nurture is part of the board member role, rather than part of the board role.
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This is a basic list of role components for any board. However, all organizations have a unique
mission, which may require additional components to complete their board role. For example, a professional
organization, such as a medical association or an association of engineers, has an additional role to maintain
professional and ethical standards.

What if there is no Executive Director? The board is responsible for everything. This is addressed
in Appendix B (Part B). There can also be an intermediate situation in which the Executive Director is given
a more limited role and some of his/her role transferred to the Board.

B. THE BOARD PRESCRIPTION

In Chapter 1 we said that everything any board is, does or produces derives from one or other of the
four independent parameters - Ends Framework, Nurture, Decisions and Structure. In Chapters 2, 3,4 & 5,
prescriptions were developed for good performance under each of the four parameters.

What do we get if we now combine those four prescriptions together? We have a complete
prescription for good board performance. It is a commonsense, comprehensive prescription and a sound
foundation on which to operate any type of voluntary board. Point 9 of the prescription is as modified on
page 50.

The Board Prescription

Ends Fram ework .
1. The Board has an adequate set of well written End Framework policies, including

mission, visible desti nation (vision) & values statements, a clear i dea of where Ends
Framewor k policy st ops and operational policy begins and a strategic plan.

The Board directs an annual perfor mance review of the or ganization (tactical Ends

Framewor k planning) and a periodic major planning exer cise (strategic Ends Framework

planning), in both of which major stakeholders are involved (including both board and
staff ).

The Board careful ly recr uits and develops a board member ship that can contri bute to

the ends, steward the assets and provide the nurtur e to achieve tho se ends, ensuring

an Executive Director and/ or board Chair who can provide leadership in promoting the
ends.

Nurture

4, Board governance policy clearly defines the operational authority outside board
meetings of the Executive Director (or the Chair ift here is no staff ), and both board
members and t he Executive Director respect each other and t he other’s area of
author ity.

Indi vidual board member s provide nurture i n keeping with expectati ons that have been
understood and agreed during recruitment, providing operational nurt ure only for
fundraising, f or financial matters and when requested by the Executive Director (or
the Chair when there is no Executive Director).
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Decisions
6. The Board is kept b etween about 9 and 15 members.

7. The Board discusses major issues at meetings before the one where r ecommendations
are made and before the Executive Committee, if it exists, discusses them.

Board meetings are enjoyable, and discipline from the C hair d ispenses with
oper ational iss ues quickly, to fo cus on Ends Framework issues.

Structure
9. Board subcommitt ees, with 3 to 5 people, deal only with leadership (Ends Framework)
matters - undert aking in-depth investigations as re quired.

Indi vidual roles, subcommittee s, workgr oups & the Board all have complete, consistent
and well-wr itten governance policies defini ng th eir responsibiliti es and limitati ons.

The Board/E xecutive D irector relationship is enhanced th rough good documents (policy
on the relationship, job description, legal contra ct, board terms of ref erence), good
infor mation (grievance procedure, exit i ntervi ews and attent ion to client complaints)
and good communication (including annual perfor mance reviews of both Board and
Executive Director).

The Board rec eives regular quality repor ts on all delegated ta sks fro m its
subcommittee s and individuals and asks questi ons about t hose reports until satisfi ed
with the resol ution of pro blems arising, being especially careful with | egal, fi nancial and
risky matte rs.

This prescription consists of 12 critical success factors. It is interesting to note that all twelve
success factors are also valuable for a corporate (for-profit) board.

B.1. COMPARISON WITH CARVER

How does this prescription compare with Carver? About half its guidelines are Carver principles,
but this board prescription differs from Policy Governance by:

Bringing the board nearer to the acti on that inspired members to j oin.
Emphasizing other factor s in additi on to policy.

Making strategi ¢ and tactical planning the Board’s responsibility.

Changing the board back fr om a small policy committee (7 members) to
a conventional board (say 9 t o 15 members), lar ge enough to run small

subcommittee s.




A -58
B.2. CORRECTION

Of what use is this Board Prescription? Its 12 success factors are measurable. We can ask
ourselves for each one: “Do we do this - yes or no?”” What if we find something we are not doing? We
will know a factor that is probably causing problems.

Parts B & C of the book describe the methods and techniques for successful correction of the
factors in default. For example, what do we do if the problem is with board meetings? Chapters 9 & 12
and Appendix C (all in Part B) will be helpful.

What other sources of help do we have? Why not exercise the skill of picking other people’s
brains? Why not learn from others’ mistakes?

Where can we ask for help? We can consult with past board members, other organizations in the
local community, sister organizations in other communities, their national organization, long-standing
clients or the local volunteer organization.

Can we do anything more? Wouldn’t it help to have previous board members at our meetings?
By appointing distinguished past members as life members, we can make use of their wisdom. They will
have speaking rights, but neither voting rights nor legal responsibility.

B.3. ADVISORY BOARDS

Do all boards have governing responsibilities? No, we can have an advisory board (as well as a
governing board). In this case it’s important to define what it can do.

Whom do we put on our advisory board? Experts in business and influential members of the
community. What is the role of an advisory board? Usually it offers advice when asked, makes
recommendations and uses its community influence in the interests of the organization.

C. SOURCE OF AUTHORITY

Individuals, committees and workgroups receive authority from the Board through governance
policy, but where does the Board gain its own authority and legal status in the first place? The method
will differ from one jurisdiction to another, so no definite answer can be given.

However, an example is possible. In Ontario, Canada, the Board receives its authority through a
constitution. What is this constitution? It’s a document to establish the formal existence of the
organization and its founding principles. It sets out the purposes and rules of operation. It is a contract
between the members (or government) and their board.

Is the Constitution fixed for ever or can changes be made at a later stage? Changes can be made -
but it is much easier to add by-laws (amendments to the Constitution). Modifying the by-laws is all that
is necessary for most organizations. However, an informal organization that wishes to acquire a
constitution will need to consult a lawyer or someone who has done it before.
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Which information goes into the constitution and which goes into the by-laws? The organization
has considerable freedom of choice. However, between them, the Constitution and the by-laws answer
questions like the following:

1. W hat is the ful | offi cial name of the org anization?

2. What is the purpose/ mission statement of the or ganization?

3. Who can become member s of the or ganization?

4. W hat dues, if any, must be paid by a member?

5. W hen will member meetings be held, and how often?

6. How many members must be present for businessto be conducted?

7. What of ficers and directors are needed, how are they chosen and how
long will they s erve?

8. W hen will elections of directors and/ or officers be held?

9. How shall committee s be chosen?

10. W hat ar e th e duties of th e officer s?

11. How can the constitution and by-laws be changed?

Once the organization has a constitution it can apply for incorporation (fo turn itself into a
corporation). Why incorporate? The organization can then apply for registration to issue tax receipts for
donations. Board members are no longer liable for the organization’s debts and liabilities. It is easier for
the organization to enter into contracts, own real estate and acquire loans. Most grants are available only
to corporations.

The above is a local example. Elsewhere, similar documents and processes will be needed for
similar reasons, but the method of gaining legal status will differ. U.S. voluntary organizations, for
example, incorporate but don’t use a constitution.
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7: The Budget

A. INTRODUCTION

The next two chapters are a very simple introduction to voluntary board finances. They assume
no financial background whatsoever, to make certain no one is left behind. However, there are matters,
such as the relationship of fundraising to budgeting, which will be of use to anyone.

To paraphrase Mr. Micawber from “David Copperfield”: “Annual income $20, annual
expenditure $19.95, result happiness. Annual income $20, annual expenditure $20.05, result misery”.
The difference between happiness and misery might be only 10 cents! It doesn’t pay to be careless.

Isn’t the financial purpose for any voluntary organization also to end the year with income (or
revenue) that exceeds expenses? Shouldn’t we aim at this in order to perform well in our financial
decision-making? It’s plain good financial stewardship.

What happens if we are careless instead? To illustrate the consequences of carelessness and the
methods of preventing it, one simple example is used in the next two chapters. It is a board that spends
its contingency fund, its reserves.

The consequences are serious. In any future financial crisis, we will be haunted by cash flow
crises (page A - 69). Hardly a “happy” situation. Meetings become consumed by financial
considerations. Not much time for the work that attracted us to the Board.

How do we prevent such carelessness? The principles will be illustrated on pages A - 71, A - 78
and A - 80 by showing how a contingency fund might be protected.

A.l. FINANCIAL REPORTS

To steward its finances well, a board needs regular financial reports. How difficult to understand
are such reports for anyone without experience? Shouldn’t the “financially challenged” leave financial
reports to the people who understand them? It isn’t advisable:

Every Board member is legally responsible for good steward ship of fi nances

Well then, who can help us? Who does understand the reports? The Treasurer? Not always.
Boards often operate with inadequate financial expertise. So all of us must to learn to read financial
reports, to understand the organization’s finances and to avoid financial troubles.
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Then what can help us? Don’t we need financial reports that are of high quality, well prepared
and as easy to understand as possible? We should insist that we get quality financial statements and
quality explanations.

Once we learn to understand them, all we need do is to keep asking our Executive Director the
right questions (it’s his/her job to answer all of our questions). They don’t have to be technical - just
derived from commonsense. Despite all those numbers:

Financial management is more of an artt han a science. We become effe ctive

by using gut feeli ng, experience, imagination and good questi ons.

Through informed commonsense we can turn the financial part of our meetings into a good
meeting performance, make good decisions and well steward our assets.

A.2. THE PROCESSES

How does an organization manage its money? By three processes. The first one will be described
in this chapter:

Bef ore the new year starts, the Boar d approves a budget

(accepts a financial plan for the year)

This chapter deals with how that budget is prepared.

A.3. THE ITEMS

What are the building blocks for budgets? Let’s see:

Working S pace Costs

Rent $5,000 (Line It em)

Heating $2,000 (Line It em)

Hydro $ 500 (Line It em)
Total Working Space Costs  $7,500 (Summary T otal)

The building blocks are items Each item has an attached value (such as $5,000 for rent). The
most basic items (e.g. rent, heating and hydro) are called “line items”. The last item (Total Working
Space Costs) is called a “summary total”. Where do we get its attached value ($7,500)? From adding
the attached values of the line items (85,000 + 32,000 + $500).
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There are also grand totals, obtained by adding the summary totals. For example:

W orking S pace Expenses

Rent $ 5,000
Heating $ 2,000
Hydro $ 500
Total Working S pace Expenses $ 7,500 ------ >$7,500

Salary Expe nses

Executive Director $35, 000
Secretary $20, 000
Part -time Assistant $10,000
Total Salary Expe nses $65, 000 ------ >$65, 000

Off ice Expenses

Supplies $ 2,000
Copier $ 1,000
Post age $ 500
Total Off ice Expenses $ 2,500 ------ > 2,500
Grand T otal Expenses $75,000

A.4. THE EXAMPLES

One detailed budget by itself is enough of a challenge. What would many be like? Tedious! Such
detail would make our examples overwhelming. The ones below have been simplified. How?

They use only summary totals adding up to grand totals. For line items adding up to summary
totals, the principles are identical. It isn’t difficult to extrapolate the concepts from one situation to the
other.

A.5. WORK DISTRIBUTION
Who should prepare the budget?

Well who collects the revenue?. Who prepares funding proposals? Who supervises sales (if
applicable). Who seeks sponsors (businesses prepared to donate in return for public recognition). Who
organizes the fundraising efforts of the Board? Who manages all services donated in lieu of money,
called “gifts-in-kind” (for example, free use of a hotel room)?



A-63

And who spends the money? Who manages the year’s expenses? Who supervises all
bookkeeping (e.g. posting transactions, preparing cheques)? Who prepares the monthly progress
reports. Who knows the most? An Executive Director does all of this. Then shouldn’t an Executive
Director draft the budget (or the Treasurer for an organization without staff)?

The rest of the financial workload is best divided between:

The Finance W orkgr oup (it advises an Executive Director or Treasurer
during budget preparati on, helps with fi nancial problem solving and
reviews the auditor’'s or re viewer’s re port ).

The Fundraising Workgroup (it supervises all fund- raising planning and
activity ).

Once prepared, the budget should be tested on the Finance Workgroup. Does this workgroup
approve the budget? No, it only offers advice. It is there to help, not to control.

An Executive Director is responsible to the Board alone
for budget numbers.

B. BUDGET PREPARATION

What goes into a budget? Let’s look. The example below shows how the removal of line items
has simplified the report:

Revenue Govt. Grants $17,000
Sales $16,000
Fundr aising $21,000

Total Revenue $54, 000

Expenses Salaries $26, 000
Of fice Expenses $11,000
Program Expenses $16,000

Total Expenses $53, 000

Surplus/ (Loss)”
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Each summary revenue item shows a source of money (e.g. Sales). Each summary expense item
shows where money is to be spent (e.g. Salaries). The amount by which total revenue exceeds total
expenses is called the surplus >. What if expenses exceed revenue? It can be called either a loss or a
deficit.

We should note that negatives are indicated by parentheses, e.g. (Loss) or ($3,000) to represent -
$3,000.
B.1  TESTING

Where do these numbers come from? Have 3 attractive numbers been chosen for revenue and 3
for expenses so as to leave a surplus? Is that all there is to it, write down magic numbers and leave the

financial and fundraising wizards to make it work?

Obviously it isn’t. However, there will always be a temptation to create artificial numbers just to
balance the budget. Shouldn’t this temptation be resisted? How?

Let’s look at the following two assumptions:

C “Last year t he bicycle raffle raised $4,000 . .. our problem can be
solved by raising the target to $6,000.”

C “Last year t he telephone bill was $1,200 . .. the budget balances if we
cut thisto $800.”

Are these assumptions reliable or suspect? It depends. Were reasons found that can justify them?
Are plans in place to reach the new targets? If so, maybe we can accept them.

However, what if there are no new ideas and no new plans to achieve new targets? What if the
bicycle raffle still raises $4,000, while the telephone bill still comes to $1,200? The financial results will
be $2,400 worse than predicted in the budget. We can’t afford such wishful thinking.

So let’s test the assumption: “Last year the bicycle raffle raised $4,000 . . . our problem can be
solved by raising the target to $6,000.”

1. Ask “Why can the target be i ncreased to $ 6,000?”
a) Perhaps a better bi cycle will be sold, perh aps more shopping
malls will be used, perhaps there will be more volunteers.
b) A good enough reason needs to be found for the increase.

In business it would be called a profit.
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2. What happens if th e reason is not good enough, and th e acceptable
targeti s only (say) $4,500?

C Ask: “Can we increase targets in other projects to make an extra
$15007?"
C Perhaps good reasons can be found to i ncrease some other
target(s).
3. W hat happens if none of the othert argets can be incre ased?
C Look for an additi onal project to rai se the money.

C Ask: “Can this new proj ect raise $1,500?", “Do we have the spare
manpower to add thi s project?” and “Will it com pete with any
existing projects ?”

C If there i s a good answer for each of these questions, then
initi ate the new pro ject.

4. W hat happens if no suitable new proj ect can be found to raise the extra
$1,5007?
C Then the only way of achieving a balanced budget will be:

i to cut some expenses or programs, or
ii. to increase a source of revenue other t han f undr aising.

What about the second assumption? How will telephone costs be reduced? Well, email might
replace out of town phone calls or the donor phone blitz might be abandoned. But the reasons must be
good enough. If so, and only if so, the change can be accepted:

So, when the amount of a budget item changes from its value the previous year:

There must be good enough reasons to accept the change.

Plans must be in place to achieve the new ta rget (changing numbers is

the begi nning, not the end).

B.2. NUMBER PRESENTATION

Despite careful testing, budget numbers are only educated guesses. What makes them educated?
To guess the future, we must first understand the past. How can that past be brought to bear on our
future? We list both past (/997 and 1998) and future (1999) side by side:
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N ew Current L ast Year’s

Budget Budget A ctual

(1999) (1998) (1997)

Revenue Govt. Grants 17,000 19,000 17,500
Sales 16,000 13,000 11,250

Fundr aising 21,000 19,000 17,570

Total Revenue 54,000 51,000 46,320

Expenses Salaries 26,000 24,000 22,340
Of fice Expenses 11,000 11,000 10,160

Program Expenses 16,000 15,000 14,020

Total Expenses 53,000 50,000 46,520

Surplus/ (Loss) ° 1,000 1,000 (200)

If the figures from both 1998 and 1997 are useful for developing the new 1999 budget, why not
just use them again? Why have some been changed for 1999? Well, however useful these numbers are as
a guide, they have their limitations:

The current year’'s budget (1998) may provide the most recent
information, but the accuracy of its educated guesses won't be known
until year end.

Last year ’s actual numbers (1997 ) may be total ly accurate (and

corrected by an independent accountant in an audit), but t hey are a
year out of date.

Pag numbers cant t ake account of new di recti ons. For example,
program changes are expected to increase sales revenue from $13,000
to $16,000 and program expenses from $15,000 to $16,000.

This doesn’t seem encouraging. Is it the best help we have? Past numbers of limited value and
guesses at new directions? Yes, it is the best we have. Every piece of information is a pointer towards a
good number. But how do we turn these pointers into a good prediction? We use our experienced
judgement. This illustrates some of the art of financial management.

Are ours the only organizations having difficulty with predictions? No. National governments,
municipal governments, corporations, businesses and economists all struggle and fail to predict
accurately. Isn’t that distinguished company!



A-67
B.3. FUNDRAISING
Fundraising estimates are the most difficult task. Why? Because there is a tug-of-war. Don’t

those parties that spend the money usually want a higher target than those that must raise it? Shouldn’t
the two sides negotiate the number? How is this done? We need healthy debate between the two sides:

A joint meeting of t he Finance W orkgroup and the Fundr aising Workgr oup

is needed to determ ine the total fundr aising target.

The total target for fundraising may be somewhat daunting. It needs to be reduced to its parts. It
looks easier broken up into project targets. For example:

Bicycle Raffle $ 4,500
Chair’s Dinner $ 1,500
Bingo $ 5,000
Gifts in Kind $ 6,000
Sponsors hips $ 2,000
Special Foundation Grant $ 2,000

Total Fundraising $21,000

Each of these fundraising numbers has to be tested (page 4 - 64). Once the Fundraising
Workgroup has done that and accepted the challenge, what next? The dates for projects should be fixed.
This will give a year’s project calendar.

How are the dates fixed? It helps to ask questions like: “Do we want to catch donors before the

tax year ends?”, “Will we need the money in time to help cash flow?”, “Will volunteers be free to do
it?”, “Are facilities available?” and “Can we get ready in time?”

Should the Workgroup have its calendar ready before the new year starts or can it be finished
during the year? The fundraising project calendar should be ready before the year starts:

A budget can't be finalized while fundraising is suspect.

It m ight be too late for some projects ift heir dates are not i dentifi ed

in time.

Wit hout milestones and timelines, how can the the Board monitor
progress?
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Each project needs a project leader to organize it. Responsibilities for this job are listed in a
governance policy in Appendix A (page B - 77). When should these project leaders be in place? Also
before the year starts.
B.S. BOARD PRESENTATION

The first draft of the budget should be shown to the Finance Workgroup, which can offer advice.

When is the budget ready for the Board? It is ready when all interested parties are satisfied that
the targets for revenue items are both achievable and sufficient to cover expenses ( “Annual income

854,000, annual expenses 353,000).

Does the Finance Workgroup approve the budget first? No, it is there to help, not to control:

The Executive Director (or a Treasurer whenthereisno E.D.) is
responsible to the Board alone for budget numbers.

The budget should reach the Boar d for considerati on, not for rub ber

stamping.

The Executive Director (or a Treasurer if there is no Executive Director) then presents the new
budget to the Board. How should it be presented? What makes it easiest for the Board to understand?
For the budget presentation:

The Board should not be buried in unimport ant detail - its attention
should be dr awn to t he most signifi cant numbers, parti cularly ones with
changes from last year.

An explanati on should be provided for every number that is signifi cant
or different.

A calendar of revenue generati ng projects should provide targets and
ti melines.

B.6. CasH FLOW ESTIMATES

What else might help us? Cash flow projections. What is cash flow? Cash flows in to us and cash
flows out, like the tide or the waves that beat on the shore.
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If we have a balanced budget, why does cash flow matter? Well, which comes first, the inflow or
the outflow? Inflow. Without inflow, we have nothing to flow out. Don’t we have a problem if the Board
accumulates too many expenses before enough revenue has arrived to pay them? Unless the organization
has large enough reserves to bridge this period, it can go bankrupt.

Should we wait until the problem has arrived before trying to solve it? That may be too late. So
we must anticipate:

‘ To be ready for a cash fl ow problem, we need cash fl ow projections. \

How do we make projections? We estimate how much money will flow into the organization
and how much will flow out in each month of the new year. For Example:

Monthly Cash Flow

Month: 1 2 3 4 5 6 7 8 9 10 11 12
In 2,000 1,000 1000 3,000 2,000 2,000 1,000 7,000 8,000 9,000 8,000 10,000
out 5,000 5,000 5,000 7,000 5,000 5000 2,000 1,000 5,000 5,000 5000 3,000
Total  (3,000) (4,000) (4,000) (4,000) (3,000) (3,000) (1,000) 6,000 3,000 4,000 3,000 7,000

What is expected to happen in the first month? $5,000 will flow out while only $2,000 flows in,
leaving a shortage of $3,000. In fact, aren’t we expecting a shortage in each of the first 7 months? We
are spending more than we receive every month. Then how can the budget still balance? Because the
reverse will happen in the last 5 months. More money will flow in than out.

How much temporary debt might we have? This table doesn’t really show us the magnitude of
the problem. What will? The accumulated cash flows are better (i.e. the year-to-date cash flows). To find

what they are, let’s examine the 7" month:

Doing this for every month gives us the following:

Int he first 7 months:

. The accumulat ed “cash-in” totals $12,000.
[$2,000 +1,000 +1,000 +3,000 +2,000 +2,000 +1,000]

C The accumulat ed “cash-out” totals $34, 000.
[$5,000+ 5,000 +5,000 +7,000 +5,000 +5,000 +2,000]

C The accumulated “total-cash-flow” after 7 months is a shortage of
$22,000 [th e “cash-in"of $12,000 less th e “cash-out” of $34,000].
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Accumulated M onthly Cash Flow

Month: 1 2 3 4 5 6 7 8 9 10 11 12
In 2,000 3,000 4,000 7,000 9,000 11000 12,000 19,000 27,000 36,000 44,000 54,000
Out 5,000 10,000 15,000 22,000 27,000 32,000 34,000 35,000 40,000 45,000 50,000 53,000

Total  (3,000) (7,000) (1 1,000) (15,000) (18,000 ) (21,000) (22,000) (16,000) (13,000) ( 9,000) ( 6,000) 1,000

Aren’t we in debt every month until the year ends? Won'’t this make our bank manager nervous?
He/she might refuse another loan after (say) 3 months. Then what? Bankruptcy could be the only
alternative. Even if the situation doesn’t go that far, won’t this cash shortage cost precious money to
finance?

However, since the problem has been recognised well in advance, can’t we do something?

Revised A ccumulated M onthly Cash Flow

Month:* 1 2 3 4 5 6 7 8 9 10 11 12
In 9,000 14,000 22,000 29,000 31,000 33,000 34,000 42,000 46,000 47,000 51,000 54,000
Out 5,000 9,000 14,000 19,000 24,000 29,000 37,000 37,000 38,000 42,000 47,000 53,000

Total 4,000 5,000 8,000 10,000 7,000 4,000 (3,000) 5,000 8,000 5,000 4,000 1,000

This looks better. Only one month (the 7") has a small cash shortage (of $3,000). What’s
happened? Has the budget changed? No. From the numbers for the twelfth month we can see that total
revenue for the year remains at $54,000, with expenses still at $53,000.

If the budget hasn’t changed, what has? The monthly distribution of cash flow. How was that
achieved? We rearranged revenue dates (maybe by holding some big fund-raisers earlier in the year) and
payment dates (with the help of sympathetic creditors).

What will be the bank’s position on the 7™ month shortage? Positive, surely. If the bank is
advised in advance and shown the cash flow plan, what threat is there in providing a small bridging
loan? The organization appears to be in command of its destiny.

However, if a contingency fund has been built up to (say) $10,000, the organization can loan
itself the $3,000 and avoid going into debt at all.

In the next chapter it will be shown that monthly cash flow projections can also help the Board
monitor progress during the year ( page A - 74).
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B.7. THE ROLE OF THE INDIVIDUAL BOARD MEMBER

/

a) Make certain th at you have the current ye ar’s budget and th e past
year’'s audited number s included with the new bud get. If you don't get
them, ask for them and go to the offi ce to get them if ne cessary.

b) Learn to understand fi nancial reports.
) Read fi nancial policies.
d) Go through t he budget before t he board meeting, noting:
C All new budget number t hat are significantly different from the
curre nt year’'s budget number.
C Any other numbers you want t o query (e.g.is an expense
appropriate?).
C Whether t he budget predicts a surplus or a deficit and how
largeitis.
e) Make certain at t he Board meeting that s atisfactor y answers are given

for each of your queries.

f) I f being buried in detail, ask a question like: “Which numbers in this
budget most require the Board’s att ention?”

g) Object strongly to a budgett hat pred icts a loss large enough to cut into
the contingency fund.

h) Ask for acalendar of fund-raising proj ects if not provided.

)] Pursue any issues t o which an answer i s unsatisfactory until all the
information has been provided t o the Board.

Ask for acash flow proj ection if not provided.

These actions are the first steps in protecting the Board from carelessness.

How can they help in the example on page A - 60? How can it be made more difficult for a board
to spend its contingency fund? Only if the budget predicts a surplus (not a loss) and we are satisfied that
the numbers in the budget are reasonable, should the budget be accepted.

What can an individual board member do? While stopping an incompetent board is not
guaranteed, someone must object strongly to a predicted loss that cuts into the contingency fund (point g
above). Someone has to steward well.
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8: Financial Management

A. INTRODUCTION

We’ve dealt with the first financial process, the budget. What about the other two?

During th e new year: The Board monitors progress (comparing

progress to the bud get)

After the new year is over: The Board reviews perfor mance (finding how
well things worked and what should change)

B. MONITORING

To monitor progress is to compare “what is” to “what was predicted”:

“What is” “ What was Predicted”

Project X $1,400 $1,300

Are these numbers accurate? Certainly “what is” can be found with accuracy. Isn’t the present
situation always a consequence of the past and the past can be measured. For example, a year-to-date
expense of $1,400 might have come from $200 being spent in each of the previous 7 months.

But where did “what was predicted” originate? It was only a best guess. So “what was predicted”
cannot be accurate. Then how can it be of use to us?

Well, why do we have financial predictions (including the budget)? They guide the Executive
Director (or Treasurer) in his/her spending and income generation. It is the Board’s way of exercising
some operational control over finances.

In addition, by comparing “what is” to “what was predicted”, we get an early warning if we are
drifting off course. Won’t that provide us the time to rectify the situation? Anything that can give an
early warning of danger is valuable - even if it uses guesses.
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How do we know which items might be in danger? What can help us find them? A column of
“variance” is usually added:

“What is” “What was Vari ance Percentage

predicted” Variance
Expenses for Project X $1,400 $1,300 $100 7.7 %
Expenses for Project 3 $9,000 $5,000 $4,000 80 %

What is variance? Consider Project X. This project is over its target of $1,300 by $100.
That’s the variance. Or we can express the variance as the percentage off course:  $100 is 7.7% of

$1,300. Is that variance worthy of our attention? No, Both $100 and 7.7% show a small difference from
the target.

Might Project 3 be a cause of danger? Well, the variance is $4,000 over the $5,000 prediction.
It’s over by 80% (84,000 is 80% of $5,000)! Surely that does need attention.

A big variance canbe a good indicator that anitem needs att ention.

B.1. USING THE BUDGET

One example of “what was predicted” is the budget. For this, the “what is” consists of the year-
to-date actual revenue and expense amounts. It’s what has happened so far. For example:

Budget  Year-to-Date %

Variance

Revenue Govt. Grants 17,000 14,000 (18%)
Sales 16,000 11,000 (31%)
Fundr aising 21,000 4,000 (81%)
Total Revenue 54,000 29,000 (46%)

Expenses Salaries 26,000 6,500 (75%)
Of fice Expenses 11,000 2,950 (73%)
Program Expenses 16,000 12,000 (25%)
Total Expenses 53,000 21,450 (60%)
Profit/(Loss) ° 1,000 7,550

The variance percentages are all in parentheses, indicating negative numbers.

Nothing has a small variance. Does it all need attention? Has progress failed to unfold as it
should? Are we way off budget?
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Possibly, but supposing these year-to-date numbers were measured after only 3 months. At that
time wouldn’t we expect only 25 % of the salary budget to have been spent? This would leave 75%
remaining. Aren’t salaries on target? For the “Salaries” item, nothing is wrong.

While all large variances need to be examined carefully, some do not provide useful information.

B.2. USING A PROPORTIONAL BUDGET

What can we do about this? Is the following of any more help?

Proporti onal
Budget Variance

Revenue Govt. Grants 4,250 229%
Sales 4,000 175%
Fundraising 5,250 (24%)
Total Revenue 13,500 115%

Expenses Salaries 6,500 0%
Of fice Expenses 2,750 7%
Program Expenses 4,000 200%
Total Expenses 13,250 62 %

Profit/ (Loss) 250

Column #1 has been called a “proportional budget”. What does that mean? Well, for example, all
numbers in the proportional budget column are one quarter of the full budget numbers. Why? Because
only 3 months have passed.

A proportional budget works well for salaries, which are shown to be on target (0% variance). It
works well for office expenses, which are only slightly off target (7%). Where else does it work well?
For any revenue or expense which is spread evenly throughout the year.

But what about the rest? Why do government grants, sales revenue and program expenses have
such huge variances (229 %, 175 % and 300 %)? Because they are not spread evenly. They are
concentrated in the early months. One way of trying to deal with this is to use proportional numbers for
these items in the Year-to-Date column as well as in the Budget column (e.g., after 3 months, 33,500
would be the year-to-date government grants, one quarter of the full amount).

B.3. UsING CasH FLow

What else can help? Another way of monitoring progress is to use cash flow:
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Year-to-D ate A ctual Vari ance
Cash F low Y ear- to- date
P rojections Ca sh Flow

Revenue Govt. Grants 14,000 14,000
Sales 10,000 11,000

Fundr aising 3,000 4,000
Total Revenue 27,000 29,000

Expenses Salaries 6,500 6,500
Of fice Expenses 2,750 2,950
Program Expenses 10,000 12,000
Total Expenses 19,250 21450

This time the “what was predicted” numbers are the year-to-date accumulated cash flow
projections (page A - 69). “What is” numbers are the actual year-to-date accumulated cash flows.

Does this cash flow analysis suggest any problems? Well, for program expenses, 20% more cash
has flowed out than was expected. Shouldn’t we look carefully into the reasons why? We need to know
whether these reasons are threatening or harmless.

Do we worry about the extra money in sales and fundraising? No, those are beneficial variances.
They help us in the battle to ensure that income exceeds expenses. We only worry about variances in
cash flow revenue when they are negative, showing that we aren’t raising enough revenue.

B.4. DIAGNOSING PROBLEMS

Which of the three comparisons of “what is” to “what was predicted” in B.1, B.2 and B.3 above
can accurately diagnose a problem? None of them. Can any other reports do better? Not really. No report
is guaranteed to diagnose a problem, but they can all help.

We do the best possible, using any reports that can give warning signals. Experience gives us a
“nose” for detecting when action is needed. However, isn’t an Executive Director (or Treasurer) is in a

position to have the best “nose”? The Board should ask for its monthly financial reports to contain a set
of documented notes:

One on each number t o which the Board s hould pay part icular attention
(with an explanati on of its signifi cance).

One specifyi ng the Executive Director 's best guess at the year end
surplus or loss.

One specifying each corre ctive action re commended.




I f your board doesn't get such areport, ask the Executive Director at every
meeting: “Can you see any reason why we might be over budget at ye ar end?”

B.5. FUND-RAISING NUMBERS

The budget column for fundraising below shows $10,000 in revenue and zero in expenses.

Budget Year t o date Variance
Revenue
Fundr aising $10,000 $15,300 53%
Expenses
Fundraising
Hall Rental $1,000
Supplies 3,000
Bicycle 1,000
Bingo License 400
Bingo Prizes 2,000
Total $0 $7,400 Infi nite

What does this mean? Surely we can’t raise funds without any expenses? No. It means that we
hope to raise $10,000 by having a revenue of $10,000 above expenses - but we don’t know what the
expenses are. $10,000 is a net figure (income less expenses).

Isn’t this confusing? The actual year-to-date fundraising numbers in the next column are
separated into revenue and expenses. With an income of $15,300 to date, the revenue item appears to be
53% above budget. That looks good, but is it?

On the other hand, don’t expenses look really bad? The budget specified them as zero. What do
the resulting huge variances tell us? Nothing useful.

The reality, of course, is that we need the year-to-date net fundraising revenue
(total revenue - total expenses): $15,300 - $7,400= $7,900. Isn’t this the number to be compared to the
budgeted net revenue of $10,000? Such a proper comparison of net revenue is not obvious.

A board member may need to do the calculation above and compare net figures. The same may
need to be done for any independently funded projects.

B.6. CORRECTIVE ACTION

As new year-to-date numbers are determined each month, the Board should receive revised
budget numbers, if necessary. How does this revision help? By providing corrective action(s) that can
return the budget to balance:



W henever the | atest predicti ons suggest a year end | oss, the bud get

can be returned to bal ance by:
a) cutting back expense predictions, and/ or
b) increasing revenue predicti ons.

However, this is can only be done if the changes are tested and plans put in place to ensure that
they are achieved (see page A - 64).

For example, supposing the bicycle raffle only raises $2,000 instead of the predicted $4,500.
What can we do? We might deal with this $2,500 discrepancy in the following way:

Hold anoth er dinner: $1,000 target
Cut program expenses by $500: $ 500
Cut the $1,000 surplus predicted: $1,000

Result of corr ective action $2,500

Is that enough? Will that solve the problem? As long as we take action. Don’t we need to
organize the extra dinner and implement the cut in program expenses?

B.7. MEETINGS AND REPORTS

To be able to find such problems quickly, doesn’t the Board need reports that are “hot off the
press”? It also needs time to study them. How is this achieved?

Board meetings need to be tim ed well:

A. Late enough in the month for previous month end re portsto be
ready.
B. Early enough for the numbers to be reasonabl y current.

The Board should receive its financial r eports before th e monthly

meeting, giving members a chance to read th em and prepar e questions.

B.8. BOARD MEMBER RESPONSIBILITY

C Learn to understand th e organizati on’s month ly fi nancial statem ents,
asking f or help if needed.

C Review monthly fi nancial and f undr aising reports before the meeting.

C Make Cert ain that the Executive Director provides written notes on

numbers, predicti ons and corr ecti ve acti ons.
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o

Make cert ain that satisfactory explanations are given for:

C Any large variances in budget or cash fl ow numbers.
C Any milestones not met in fu ndraising.
C I f notes are not provided, ask the Executive Director (or Treasurer):

“Canyou see any reasons why we might be over budget at ye ar end?”

C Make certain that cor rective action is being taken whenever necessary.
C I nsist upon complete and tim ely inf or mation with under standable
reports.

Never, never be afr aid to ask questions.

How can these steps prevent board carelessness? For example, how can they help protect a
contingency fund (pages A - 60 & A - 71)? If the budget was balanced and there are no major variances,
the contingency fund won’t be spent.

C. REVIEWING THE RESULTS

After the financial year is over, agencies that fund the organization usually require its financial
records to be reviewed (or audited) by a qualified accountant. As an example, in Canada this might
result in the following reports:

I nformation Description

State ment of O perations (or The year’s fi nal numbers compared to th ose

similar tit le) from t he previous year (see below).

Statement of Financial Position A year end snapshot of assets (what is

(or similar ti tl e, such as Balance owned) and liabiliti es (what is owed).

Sheet)

Statement of Cash Flows A record of how money came in and how it
went out.

Notes on the Financial Statements I nf ormation or comment to explain
accounting policies and oth er matte rs.

A Management Letter Advice to the Boar d on where

improvement ¢ an be made in contr ols|

What do these reports look like? Let’s look at the Statement of Operations. It is of a similar
format to that of the budget.

As noted earlier, parentheses indicate a negative number:



A-T79

Statem ent of O perati ons

199 8 1997

Revenue Govt. Grants 18,400 17,500
Sales 12,900 11,250
Fundr aising 19,300 17,570
Total Revenue 50,600 46,320

Expenses Salaries 26,500 22,340
Of fice Expenses 10,200 10,160
Program Expenses 15,100 14,020
Total Expenses 51,800 46,520

Surplus/ (Loss) (1,200) (200)

Accumulat ed Surplus/ (Deficit), start of year 900 1,100
Accumulat ed Surplus/ (Deficit), end of year (300) 900

The Statement of Operations can give us three important pieces of information:

Wheth er th ere has been a surplus or a loss (deficit) and by how much
(Total Revenue minus Total Expenses).

How th is year’s numbers compare to last year’s.

How much we are in debt (accumulated deficit) or how much we own

(accumulated surpl us).

Accumulated surpluses and accumulated deficits need more explanation:

1. At the start of 1997, we owned an accumulat ed surplus of $1,100.

2. Att he end of 199 7, we had lost $ 200, leaving us with a reduced
accumulated surpl us of $900:
$1,100 - $200 =$900

3. W e star ted 1998 with th e same $900 accumulated surplus.

4. Att he end of 199 8, we had lost $ 1,200, leaving us with an accumulated
deficitof ($300):
$900 - $1,200 =($300)

For the Statement of Operations, money is usually allocated to the year in which a good or
service was or will be acquired or delivered. How is that done? The accountant must sort through
material transactions from around the year end to see in which year to place them.
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C.1. BOARD RESPONSE

What happens now? The Finance Workgroup helps the Executive Director (or Treasurer if there
is no Executive Director):

Review the co mplete audit soon after i ts rec eipt.

Compare the fi nal year end number s to the or iginal budget t o fi nd ways

to improve futur e predictions (areport with the two sets of numbers
side by side can be prepar ed by the Ex ecutive Director or Tr easurer).

The Executive Director (Treasurer) makes recommendations to the Board for change.

D. FINANCIAL POLICIES

Financial policies are essential. What do they do? They direct the Board and limit the freedom of
an Executive Director (or Treasurer). What can happen without them? Waste, misuse of funds, conflict

with the law, extra work, etc.

How can a policy help in the example on pages A - 60, A - 71 and A - 78 (protecting the
contingency fund)? The following policy helps. It is made simpler to understand by separating the
“what” and “why” (the EF policy - Chapter 2, page A - 19) from the “how” (the operational policy).

Framework : The Organization must be protected agai nst fi nancial threat.

Operational: We keep a contingency fund that:

1. Must always be maintained at a quarter of the ann ual budget.
2. Cannot be spent.
3. In a serious emergency, can only be used as collateral for a loan.

The actual amount of the contingency fund depends upon the organization and its needs. Here is
another example:

A parents association board raises $7,000 to buy boo ks for the school library.
The school principal phones th e association Chair and says:
“I have just spent $1,000 to take the senior classonatriptothe museum.
Could | please have a cheque.”

It is too late to prevent $1,000 being spent for the wrong purpose. What policy would have
helped? The Principal should have been provided something like the following:
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Ends Fram ework: The purpose of the Library Fund is to buy books for the school
library.
Operat ional: 1. The Library Fund is not spent for any other purpose.

The Association approves any Expenditure bef orehand.

This could have prevented $1,000 being wasted. But is it too late now to put the policy in place?
Would we be closing the barn door after the horse has gone? Well, we shouldn’t forget that there are 6
other horses in the barn ($6,000). It becomes critically important to put the policy in place before funds
are misused a second time.

But what enables the Board to enforce this policy? The fact that the Board, not the Principal,
controls the money.

Then how can the Board protect against its own mistakes? How do policies stop a board that
doesn’t read its policies, thinks it knows better than its predecessors and controls its own money? How
do we, for example, stop a board spending its contingency fund?

They can’t. As long as a majority vote is obtained, a board can do what it likes.  Policies only
define what should happen. They guide competent boards.

Would it help to turn a policy into a by-law? Then it cannot be changed without member
approval. Unfortunately, even its by-laws can be ignored by a poor Board.

So individual board members should be prepared to fight ignorance and incompetence. That’s
why every board member must:

Learn to understand fi nancial reports.

Read fi nancial policies.
Loudly prot est incompete nce.

One single board member can persuade the Board to properly steward the organization’s assets
and ensure that it makes good decisions. Isn’t that the leadership (page A - 13) for which every board
member is responsible? Each of us has a duty:

To ask questions until th e right fi nancial path is clear to us.

To persuade the rest of the Board when we know the right path.

That finishes the orientation section of the book. Parts B and C will provide the methods for
achieving the prescription outlined in Chapters 2 to 6 of Part A.



