
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.



Boar ds wor k best w ith  ar ound 9  to 15  member s.

< The  Execut ive Di re ct or t akes some ends act ivit ies f rom t he Board.

< The only subcommittee  is the N ominat ions Committee .

< The  ro les of  of f icers  are  considera bly diminished.

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”). I 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
“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:

2. Lists use a simpler surround:

   



Scoti ato wn Volunt eer  Centr e pr omotes vo lunt eer ism

and suppor ts  volunteer l eader ship.

If  you res ign f rom  t he Board,  put  your res ignati on in wri ti ng.

3. Examples for illustration  are enclosed in these boxes:
   

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

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. I 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.
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Ends Fr amewor k The hi gh level or ganizat ional acti viti es and guidelines

that a r e t he Boar d' s main responsibi l i ty .

  

N ur tur e    Boar d member  wor k outsi de boar d meet ings.
  

Decision For mal decision-making withi n boar d meet ings.
  

Struc ture The way that r esponsibi l i ti es and ta sks are d ist r ibuted

t hro ughout  t he org anizat ion by t he Board.

The  ENDS M odel unif ies al l  boards  of  al l k inds under t he same f our p ara met ers

t hat  are  re asonably independent  of  each ot her a nd easy t o unders t and.

D. THE ENDS MODEL

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”):

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.

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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Asking quest ions is  t he boar d member ’s

number  one responsibi l i ty a nd number  one protecti on.

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.

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

E.1. ON APPOINTMENT

1. Read Part A of  t his book.
  

2. Obtai n and r ead your  Board  H andbook to un derstand your  or ganizat ion.
  

3. Ask fo r  info r mati on on your  legal r esponsibil i ti es.
  

4. Examine and understand the cur r ent budget a nd the l ast a udited

fi nancial stat ement (insist  on administ r ati ve help t o under st and them ).
  

5. Ask what  prote ct ion exi sts  against ri sk (such as insurance, incor por ati on,

a by- law t o prov ide 3  par ty i ndemnity a nd mandator y policies)rd
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6. M ake cer t ain t hat  t he or ganiz at ion has a paid  pr of essional b ookkeeper  if

its  budget  is mor e th an tr ivia l.
  

7. Ask when t he last  Board a nd Execut ive Di re ct or re views were

undert aken and when t he last  annual genera l meet ing was held.
  

8. Determ ine if t her e ar e any ri sks r elated to v olunteer acti vity ( e.g., do

volunt eer s need police checks?) and ensure tha t procedure s are i n place

to handle  them  pro perl y.

1. Read i n advance any mat eri al di stri but ed before the  board  meet ing.  
  

2. Under stand  th e fi nancial r epor ts ( insist  on help when necessary ).
  

3. Dur ing meet ings:

C Ask questi ons (t he most  power f ul to ol of  all ).

C If uncertai n of a  change, be prepared  to a sk “ W hy?”

C Purs ue warn ing signs of  inadequacy or da nger.

C I nsist  on legal advice when needed.

C Complain about i ncompeten ce.

C Debate e nthusi asti cally and to the poi nt.
  

5. If ( and only  if ) you have seri ous objecti ons t o a moti on that has been

carri ed, ask t hat  your o bj ect ions be re corde d.  

   

6. Use your i nf luence t o ensure  t hat  t he Board f ocuses i t s at t ent ion on t he

r ight th ings.

1. Don’t a ct outsi de your  specifi ed aut hor ity.   

  

2. Repor t t o the Bo ard  any confl ict of i nterest (due to  pot ent ial per sonal,

f amily or c ompany gain f rom a mot ion under c onsidera t ion. Even a minor

confl ict of i nterest could br ing seri ous consequences).  

  

3. Don’t use board m embershi p for p ers onal profi t,  even aft er l eaving.  
   

4. Mainta in confi denti ali ty.

E.2. BOARD MEETINGS:

E.3. AVOIDING PERSONAL MISTAKES
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1. W atch that:   

C N o dir ector  has a confl ict of i nterest.

C Policies and b y- laws are  f ollowed.  

C The or ganizat ion is not  ta king un-c alculat ed r isk s.  

C Funds ar e not  misused.  

C M ult iple opt ions ar e consid er ed bef or e a decision is made.  

C Gover nment  payment s and st af f  salar ies ar e kept  up to  dat e.  

C St af f  oper at e with in t he Law.  

C Employees ar e tr eat ed f air ly  and legally .  

C The  Execut ive Di re ct or is doing a compet ent  j ob.
  

2. If  you res ign f rom  t he Board,  put  your res ignati on in wri ti ng.

E.4. DURING THE YEAR

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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Leader ship Q ualiti es

< Values (commendable)

< Beliefs t hat are acted  out (walk ing th e ta lk )

< Self -ev aluat ion (r ealis t ic )

< Empathy  and  Encouragement  (f or al l  ot hers )

< Pr esent at ion (passionat ely  and per suasively )

< Knowledge, Int er est  and Commitm ent  (in community i ssues)

< Per sonal v ision

< Self-conf idence

< N et worki ng/ Politi cal  (skills )

< Innovati on and  w il l ingness t o Challenge the status  quo

< St r engt h/ Det er minat ion/ Pers iste nce (under  confl ict an d

str ess)

< A bi l i ty to Li ste n

< A bi l i ty to “ get  t hings done”

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:

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:

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

W hat  ar e t he chances t hat  your  colleagues on t he Boar d wil l  accept  it ? I t ’s

possible t hey wi l l , but v ery co mmon that they wo n’t.  W as i t a  mist ake to have

intro duced the i dea? Should you abandon it?
  

It i s very har d for  people t o accept s omethi ng new that confl icts wi th

thei r  internal  bel iefs and at ti tudes.  Th is confl ict between wh at we hear  and

what  we have int er naliz ed is  call ed cognit ive d issonance. I t  causes int er nal pain

and anger . W hat wi l l  be the i mmediate r esult?  Rej ecti on is common.
  

However,  the confl ict has to be resol ved and debate conti nues internal ly.

If the i dea is r ight,  most of us  wil l  eventua lly resol ve thi ngs by ch anging our

minds. I f  you re int rodu ce your i dea at  a lat er da t e, you may well be surp ri sed b y

how easily i t  is accept ed. You may even f ind someone else bri nging f orward t he

idea witho ut reco gnising t hat he/s he pr eviously rej ected  i t.
  

      The  moral of  t he st ory  is t hat  you should:
   

A lways pe rsi st w ith  th e i deas i n w hich y ou b eli eve as w ell  as y ou c an, 

but b e p at ient  i n w aiti ng fo r th ose i deas to  ta ke r oot i n y our  c olleagues.
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Pers onal

  I s a leader  wit h skil ls t o cont r ib ut e, ent husiast ic  about  t he or ganiz at ion’s

mission,  not ea sy to i nti midate,  able t o manage confl ict wi tho ut cause t o

r egr et , with  a sense of  humour  & f un and connect ed by email.
   

Decisions

A t t ends boar d meet ings, r eads bef or ehand any d ist r ib ut ed mat er ial,

makes cer tai n he/sh e under stand s th e fi nancial r epor ts ( insist ing on help

when necessary ), unders t ands t he re levant  law and b oard p olicies, avoids

conf l ict  of  int ere st , st ri ves wit h care  and di l igence, ensure s t he Board

ful fi l ls i ts  obl igati ons, asks good questi ons, speaks with br evity,  yields to

the Ch air , suppor ts  maj or ity deci sions and mainta ins confi denti ali ty.

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:

    

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:

A lways bri ng draf t documents  t o m eeti ngs.        It i s far qui cker fo r  a gr oup to

cor r ect  a dr af t  t han f or  it  t o cr eat e solut ions f r om scr at ch. Even if  t he dr af t  is

t orn  t o shre ds, your s ubsequent  re vision will  be inf ormed and b et t er.
   

A sk th e q uesti on “W hy?” (e.g, “W hy ar e we doing t his?” ) whenever a gro up

disagr ees over  an issue, By thi s means the i ssue is r aised to a higher  level at

which people fi nd i t e asier to agr ee. Once agreement is r eached at  the hi gher

level, i t i s st r aightfo r ward for  all  to s ee which answer  is the ri ght one ( Part  C,

page C- 5 3  has an ex ample of  t his).
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H. RELATIONSHIP WITH THE EXECUTIVE DIRECTOR
  

Most organizations employ what will be called an Executive Director (alternative titles
include Manager, CEO, 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: 

  

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?

N urture

Bet ween board m eeti ngs res pect s sta ff ,  cont ri but es ski l ls, knowledge

and experi ence t o board s ubcommit t ees, i f  asked t o help t akes of f  t he

board h at  and support s st af f , is pre pare d t o be an advocat e f or t he

cause, keeps info r med about th e or ganizati on, r aises fun ds and donate s.

1. The Board , when assembled in a f orm al board  meet ing:
  

< I s t he employer o f  t he Execut ive Di re ct or.

< M onit ors  t he perf ormance of  t he Execut ive Di re ct or.

< Passes mot ions t o exe rci se i t s re sponsibi l i t ies as employer.

< Def ines t he ext ent  and t he boundari es of  Execut ive Di re ct or

author ity a nd r esponsibi l i ty.

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

2. The Ex ecutive D ir ecto r , outsi de of b oar d meet ings:
  

< Runs the or ganizat ion.

< Is ful ly responsi ble for  “how” the or ganizat ion is r un.

< Follows all policies def ined b y and mot ions passed b y t he Board,

including any l imiti ng his/ her  acti on.

< Consult s wit h t he Board Ch air i f  act ion is needed t hat  exceeds

his/ her  aut hor ity.
  

3. Boar d member s, outsi de of b oar d meet ings (prov iding nurt ure ):
  

< Have no aut hor it y over t he Execut ive Di re ct or (or  any staff ).

< W hen wor king on oper ati onal acti viti es (page A -  31):

< Funct ion as a volunt eer.

< Seek guidance and help f rom t he Execut ive Di re ct or.
  

4. The Boar d Chair , outsi de of b oar d meet ings:
  

< Liaises wit h t he Execut ive Di re ct or.

< Call s an emer gency meet ing of  t he Boar d if  an issue cannot  wait

unti l  t he next regu lar board m eeti ng.
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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.

I. 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 I s peak enthusi asti cally about m y or ganizat ion?
   

2. A t bo ar d meet ings and planning sessions:
   

• Am I almost  always in at t endance and i nt ere st ed?

• Do I hel p rel ax tens ion?

• Do I l ist en careful ly to what other s say?

• Do I regula r ly contri bute an d know what I am  ta lking about?

• Do enough of  my contr ibutions c onsist of  questi ons?

• Am I p r epared  to a sk “ W hy?”

• Do my contr ibutions fo cus th e Boar d on th e r ight th ings?

• Do my cont r ib ut ions help ot her  boar d member s speak well?

• Do I show  leader ship?
   

3. Do I se r ve on at  least one subcommittee  or  wor kgr oup where I

contri bute s ki l l , knowledge and exper ience?
  

4. Is my boar d member ship sti l l  a learni ng experi ence?
   

5. Do I help the  Execut ive Direct or,  parti cularl y in fu nd- rai sing?
   

6. Do I do nat e t o my or ganizat ion?
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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.

“Ends” is a good descriptive word, because its meanings include  “purpose”, “result”,
“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. A r e guidelines.

2 . A r e prud ent.

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  POLI CY A  PLAN

Lasts i ndefini tely. Has a l imited ti me fram e.

Is used r epeat edly. 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 POLI CY is:
   

C A guideline.

C For  prud ent decision or  acti on.
  

C Of i ndefi nite l i feti me.

C For  r epeated  use.

A PLAN  is:
   

C A guideline.

C For  prud ent decision or  acti on.
  

C Of l imited ti me- fram e.

C 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:

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.

Boar d EF Polic y Role
   

1. Develops and maintai ns all  necessar y Ends Fr amewor k policies.
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OPERATI ON AL  policies fi t wi thi n t he ends fram ewor k and defi ne t he “ means”  of

implementi ng EF policies -  they t ell  “how” thi ngs should be do ne.

“To  pro tect cl ients  fro m abuse, i t i s necessary to have all volunteer

applicants  thor oughly scr eened by a team  consist ing of t he Volunteer

Coor dinat or  and the Ex ecuti ve Dir ector , which must  intervi ew all potent ial

volunteers at least once,  make inquir ies by ch eck ing t hr ee char acter r eferences

and re quest  a police check, which must  show negat ive re sult s, bef ore  t he

applic ant  is accept ed f or  volunt eer  act ivit y.”

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:
  

Ar e WRI TT EN by: Are  GUI DELI NES  f or : TELL us: 

EF

policies

The Boar d Everyo ne (in and aro und

t he org anizat ion)

“W hat” and “W hy”

(th e “ends”)

Operat ional

policies
   

The Exec uti ve Dir ector The sta ff  and volunt eers “How”

(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:

  

 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  (th e “ends” - “what” & “why” ):
  

Potenti al volunteers must  always be scr eened thor oughly ( the “what” ) to

pro tect cl ients  fro m abuse (the “why” ).
  

Operat ional Policy  (t he “means”  -  “how”)
  

A te am consist ing of t he Volunteer Co or dinat or  and the Ex ecuti ve

Direct or m ust int erv iew all pote nt ial volunte ers  at least once, make

inquiri es by  checking t hree charact er ref erences and re quest a police

check, which must  show negat ive r esult s, bef or e t he applic ant  is

accept ed f or  volunt eer  act ivit y. 

  

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:

  

VOLUN TEER SCREENI NG  (MA N DAT ORY)

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

 Potent ial volunteers must  always be scr eened thor oughly ( the “what” ) t o prote ct

cl ients  fro m abuse (the “why” ).

Oper at ional Policy  (t he “means”  -  “how”):
  

1. Befo r e any applicant is accepted as a volunteer,  he/she m ust :

C Be intervi ewed at  least once.

C Have t hre e chara ct er re f ere nces checked.

C Have a police check.

C Have no re ason f ound t o be re j ect ed.
  

2. The Volunt eer  Coor dinat or  and t he Ex ecut ive Dir ect or  f or m t he scr eening 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?



A - 22

1. EF Strategi c Planning looks to t he d ist ance, usually for  an

approx imatel y 5 year  ti me- fram e.   

2. EF T acti cal Planning looks to t he immediate,  usually for  a less than

one year  ti me- fram e.

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:

  

T he B oar d’s B r oad S t r okes T he E x ecut ive D ir ect or ’s D et ails

EF Policies Oper at ional Policies

EF Planning Oper at ional Planning

EF A ct iviti es Oper at ional A ct iviti es

EF Decisions
   

Oper at ional Decisions

D. PLANNING

It’s a tough 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:

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 c Planning
  

Thi nk around 5 y ears ahead Stra te gic Policies

Stra te gic Plan

EF T act ical Planning Think  1 Year  max imum Tact ical Plan

Operati onal Planning
   

Think  mont hs or  weeks Oper at ional 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?

  

     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.

Boar d EF Planning Role
  

1. Periodically under takes  strategi c planning t o develop st r ategi c policies

(mission, vision, value stat ements , etc. ) and a st r ategi c plan of ste ps

needed to reach  a visible desti nat ion.
    

2. Annually under takes  a perfo r mance revi ew of the or ganizat ion that

re sult s in t act ical planning st eps f or t he year a head.
  

3. Recommends car ef ully  calculat ed r isk s when essent ial.
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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:

   

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.

Boar d Development  Role
  

1. Care f ully and re gularl y re cru it s and ori ent s t he ri ght  new board

member s.

2. Ensures  conti nuity  with a Board  H andbook.

3 . M ainta ins a learni ng boar d thro ugh r egular bo ard  educati on and new

challenges.

4 . Annually revi ews the Boar d’s own perfo r mance.
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The EF  Pr escr ipt ion

1. The Boar d has an adequate set of wel l wr itten  EF policies, including

mission, visible dest inat ion (vision) & values st at ement s, a clear i dea of

where E F policy st ops and oper ati onal policy begi ns and a st r ategi c plan.
   

2. The  Board di re ct s an annual perf ormance re view of  t he org anizat ion

(tacti cal EF planning) and a peri odic maj or  planning exer cise (st r at egic

EF planning), in bot h of  which maj or st akeholders  are  involved ( including

both bo ard  and staff ).
  

3. The Board  carefu lly recrui ts  and develops a board  members hip which

can cont ri but e t o t he ends, st eward t he asset s and prov ide t he nurt ure

t o achieve t hose ends, ensuri ng an Execut ive Di re ct or and/ or board

Chair  who can pr ovide leader ship in pr omoti ng th e ends.

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:

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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M oved by Don Dock, seconded by  Bil l  Jo nes that the new  budget  prop osed b y

t he Execut ive Di re ct or be approv ed.

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:

       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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Boards  work best  wit h around 9 t o 15  members

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 group of  3 t o 5 Has f re e- f lowing discussion wit hout  di scipl ine needed f rom t he

Chair.

A  gr oup of  9  to 15 Can d iscuss, but  needs d iscipline and cont r ol f r om t he Chair .

A group of  over 20 I s t oo b ig f or discussion. Decisions must  be made bef ore  t he

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?

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 - 89) deals with
the process of carefully recruiting board members.
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1. A bo ard ma y have an Execut ive Commit t ee t hat  examines issues bef ore

t he board do es and makes decisions f or t he Board.
  

2. Recommendat ions may be given at  t he meet ing in which t he issue is

int rodu ced, causing t hese re commendat ions t o be developed b ef ore  board

member o pinion is heard.

3. A l arg e board ma y be used (say over  2 0  people -  see page A -  27 ), in which

meaningf ul d iscussion with  f air  oppor t unity  becomes impossib le. 

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:

 Can we avoid “rubber stamping”? Not always. Some boards don’t have the choice. For example,
so 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. BOARD 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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In John Carver’s “Boards that make a Difference”, Jossey-Bass, 19901

The Dec ision Pr escr ipt ion
  

6. The Boar d is kept b etw een about 9  and 15 member s.
  

7. The  Board di scusses maj or issues at  meet ings bef ore  t he one where

r ecommendat ions ar e made and bef or e t he Ex ecut ive Commit t ee, if  it

ex ist s, d iscusses t hem.
  

8. Board me et ings are  enj oyable and discipline fr om t he Chai r di spenses

wit h o per at ional i ssues q uick ly,  to fo cus on EF issues.

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.1

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:

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

Offi cers Execut ive Di r ect or Subcommitt ees

W ork groupsStaff

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 :

        \/              \/                  \/  

                                       \/                  \/     \/ 

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.

Volunteers
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Generati ng income, runni ng t he pr ogr ams, deter mining “how” and

“when”, keeping expenses withi n budget,  managing volunteers,  supervi sing staff ,

day-to- day l iaison with exter nal bod ies, publici ty a nd communicati on.

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

boar d member s, hi r ing t he Exec uti ve Dir ector  and revi ewing perfor mance.

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.1. 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:

   

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:

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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1. Ulti mate author ity rest s with the wh ole boar d in session.
  

2. Outsi de boar d meet ings, individuals (including t he Execut ive Di re ct or,

t he Chair,  of f icers , board me mbers  and subcommit t ee chairs ) have

aut hor it y t o act  t hro ugh:
  

C policies approv ed b y t he Board,  or   

C moti ons carri ed b y t he Board.

Al l ru les-of - t he-game f or t he Board,  i t s subcommit t ees, i t s of f icers  and t he

Execut ive Di re ct or wil l  be called gover nance policies.

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 A - 18) and motions (page A - 26):

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?

  

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 mainta ins all  necessar y Ends Fr amewor k pol icies”) with:

  

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: 
 

Ar e WRI TT EN by: Are  GUI DELI NES  f or : TELL us: 

Governance 

policies

The Boar d The Boar d, i ts of fi cer s,

its sub committee s and i ts 

Execut ive Di re ct or
  

The boar d’s

r ules of  t he game

EF Polic y Role
   

2. Develops and mainta ins all  necessar y governance policies
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A  S ubcommit t ee Chair
  

1. Calls and conducts sub committee  meet ings.
  

2. Ensures that:
  

C The subcommittee  under st ands, is sati sfi ed with and add r esses its

te rm s of  ref erence.

C All pr epar ati on wor k is completed  fo r  meet ings.

C Al l members  of  t he committ ee get a chance to speak.

C Discussion does not str ay fr om th e issue of  cur r ent fo cus.

C Subcommitt ee members  underst and t heir ta sks at the  end of  each

meeti ng.

C Someone rec or ds the m ain decisions reached  and ta sks delegated

duri ng each meeti ng.

C Someone pre pare s dra f t  re port s as needed.
  

3. Communicat es wit h t he re st  of  t he org anizat ion on behalf  of  t he

Committee :
  

C Report ing prog re ss and prob lems t o t he Board.

C Pre sent ing re commendat ions t o t he Board.

C Prepari ng a rep ort f or m embers at the  annual general  meet ing.
  

4. Takes t he lead i n re cru it ing addi t ional commit t ee members  as needed.

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 A - 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).

    

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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T he Leader ship Committ ee:  T er ms of Ref er ence
  

1. Org anizes a peri odic St ra t egic Planning proc ess t o ensure  t hat  t he

Or ganizat ion has an adequate set of strategi c policies and a st r ategi c plan.
  

2. Annually or ganizes a pro cess that:
   

• Reviews the perfor mance of t he or ganizat ion.

• Result s in t act ical plans f or t he year a head.   

   

3. Develops and re views ot her Ends  Fra mework ( EF) policies and govern ance

policies as re quire d.
   

4. Ensures that board , staff , volunteers and other  stakeho lders are al ways

consulted  and involved in planning and major  policy changes.
   

5. M akes r ecommendati ons to  th e Boar d on its fi ndings.

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:
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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 not to do. Others
might define a relationship (such as that between a board and its Executive Director - page A - 16).
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:

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.

1. Gover nance Pro cess policies deal with how t he Board i ts elf works

(ex amples of  t his ar e t he Subcommit t ee Chair  and t he Leader ship

Committee  policies on the previ ous two pages). 
  

2. Boar d/ M anagement  Del egat ion policies deal with the rel ati onship between

t he Board a nd i t s Execut ive Di re ct or (an example of  t his is t he policy on

page A  -  16).
  

3. M anagement  Li mit at ion policies def ine what  t he Execut ive Di re ct or

cannot  do (e.g.: “Th e Execut ive Dire ct or cannot  spend over $2, 000

witho ut t he approval of the Boar d.” The l imit of $ 2 ,000  not only denies

the E xec uti ve Dir ector  the freed om to s pend larger  sums of m oney

witho ut s pecial aut hor izat ion, i t a lso grants  aut hor ity t o spend amounts

below $2, 000 ).
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1. M onitor  pro gr ess by:
  

C Reviewing r epor ts. (wr itten  or  verb al).

C Asking questi ons. (VERY I MPORT A NT )
  

2. Appr ove sati sfac to r y pr ogr ess.
  

3. Act  to  cor r ect  when necessar y. (pro blems must  be fa ced)

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:

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:
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1. Read, under st and and know the j ob descr ipti on or  te r ms of r eference.
  

2. Follow t his policy and perf orm t o t he best  of  abi l i t y, in t imely f ashion

and in t he interests  of the or ganizat ion.
  

3. Repor t ba ck r egular ly with  both  pr ogr ess and pr oblems.
  

4. M ake re commendat ions as re quire d.

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:

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.

Boar d S t ewar dship Role
   

1. Delegate s all  Ends Fr amewor k investigati ons to  subcommittee s.
   

2. Delegat es all  opera t ional re sponsibi l i t y t o t he Execut ive Di re ct or.
   

3. Steward s the perfo r mance of both subco mmittee s and Exec uti ve

Dir ector  by:

• M onito r ing th eir  pr ogr ess in boar d meet ings.

• Appr oving sati sfac to r y pr ogr ess and r ecommendati ons.

• Taking act ion t o corre ct  unsat isf act ory  prog re ss or

r ecommendati ons.
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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 - 82).

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 (measurable goals) 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).



A - 39

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:

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:

Boar d Role:  Ex ecuti ve
    

1. Appoint s and i s t he legal employer o f  t he Execut ive Di re ct or.

2. Arra nges f or opera t ional management  duri ng any t empora ry

peri od wit hout  an Execut ive Di re ct or.

3. Annually re views t he perf ormance of  t he Execut ive Di re ct or.

4 . M ainta ins, thro ugh sta ff exi t i ntervi ews, an ear ly warni ng

syst em t o l imit  int er nal pr oblems.
5. Hears for mal complaints  fro m cl ients  and gri evances fro m staff

put in wri ti ng.

6. Ensures  prote ct ion against unnecessary ri sk.

7 . Periodically revi ews all operati onal policies to ens ur e t hat they

ar e consistent  with b oar d Ends Fr amewor k policies.
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St r uct ur e Pr escr ipt ion

9 . Board  subcommittee s with 3  to 5 peopl e under take a ll  in-depth

invest igat ions on EF mat t er s. 
  

10. I ndivid ual r oles, boar d subcommitt ees, wor kgr oups and th e Boar d all

have complete,  consist ent and well-wr itten  governance policies defi ning

th eir  r esponsibil i ti es and l imitati ons.
  

11. The  Board/ Execut ive Di re ct or re lat ionship is enhanced t hro ugh good

documents ( polic ies on t he r elat ionship, j ob descr ipti on, legal contr act,

board t erm s of  ref erence), good infor mati on (gr ievance pr ocedur e, ex it

intervi ews and at tent ion to cl ient complaints ) and good communicat ion

(including annual perfor mance revi ews of both  Board  and Ex ecuti ve

Dire ct or ).   

  

12. The  Board re ceives re gular q ualit y re port s on all  delegat ed t asks f rom

its sub committee s and individuals and asks questi ons about th ose

r epor ts  unt i l  sati sfi ed with the resol uti on of an y pro blems ari sing, being

especially car efu l with l egal, fi nancial and r isky matte r s.

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 #11 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:

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.

The  M anager administ ers . The Leader  i nnovat es. 
   

The M anager  is a copy. The Leader i s an ori ginal. 
  

The  M anager maintai ns. The  Leader develops. 
  

The M anager  focuses on syst ems and 

st ructure . The Leader fo cuses on people. 
   

The M anager  rel ies on cont r ol. The Leader  inspir es tru st . 
   

The M anager  has a short -rang e view. The Leader h as a long-rang e

perspecti ve.
   

The M anager  asks how an d w hen. The Leader  asks what  an d why . 
   

The M anager  has his/ her  eye always The Leader's eye is always on the 

on the bottom  l ine. hor izon. 
   

The  M anager imita te s. The  Leader ori ginate s. 
   

The  M anager accepts  t he st at us quo. The  Leader chal lenges i t . 
   

The M anager i s t he classic good soldier . The  leader i s his/ her own p er son. 
  

The  M anager does t hings r ight . The Leader  does the  ri ght  t hings.
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Generati ng income, runni ng t he pr ogr ams, deter mining “how” and

“when”, keeping expenses withi n budget,  managing volunteers,  supervi sing staff ,

day-to- day l iaison with exter nal bod ies, publici ty a nd communicati on.

Developing EF and governance policies, EF planning, asking “what”  & “wh y”,  rec r uiti ng

boar d member s, hi r ing t he Exec uti ve Dir ector  and revi ewing perfor mance.

 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.1. MANAGEMENT
  

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

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:
 

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:

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 A - 40):

The  Board:
  

1. Steward s all  management.
    

2. Pr ovid es leader ship (by i ts  Ends Fr amewor k A cti viti es and Decisions)
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The  Board/ Execut ive Di re ct or re lat ionship is enhanced t hro ugh good

documents  (policy on t he r elat ionship, j ob descr ipt ion, legal cont r act , boar d t er ms

of r eference) , good infor mati on (gr ievance pro cedur e, exi t i ntervi ews and

atte nti on to  cli ent c omplaints)  and good communicati on (including annual

perf ormance re views of  bot h Board a nd Execut ive Di re ct or ).

The  POLI CY BOARD member  nurtures  t he Ends Fr amewor k sid e only

(showing leader ship in boar d subcommittee s).

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 POLICY BOARD

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

  

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 A - 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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/\

    Autho r ity
   Accountabil ity

      Representa ti on
   

\/   

    /\       /\

Accountabil ity    Account abil ity
     Recommendati ons     Aut horit y          Experti se      

     Auth ority      Direc ti on
     Direc ti on          

   \/         \/              
   

    

      

   L eader ship   Manag ement
     (EF Acti vit y)  (Operat ional Act ivi ty)

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.

Membership (or Government)

***** Polic y Board  *****
(Decisions)

Commit te es
(In vest igat ions of  EF Mat te rs)

Execut ive D ir ector
(Imp lementa ti on, Operat ions)
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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

/\

    Autho r ity
   Accountabil ity

      Representa ti on
   

\/   

    /\       /\

Accounta bilit y           Experti se
     Recommendations     Autho r ity   Accountab ility      

     Auth ority      Direc ti on
     Direc ti on          

   \/         \/              
   

    

      

    Ma nagement  & Leadership
          (Operational & 

   EF  Ac tiv ity )

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.

Membership (or Government)

***** Policy Governance Board  *****
(Decisions)

Nominati ng Commit te e Execut ive D ir ector
(Imp lementa ti on, Operat ions,

EF Mat te rs)
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 If we implement all  of Jo hn Carver’s r ecommendati ons, we:
   

‚ Have no nur tu re  at  all ( exc ept a Board N ominat ions Committee ),
  

‚ Concent ra t e on policies, and
   

‚ Tra nsf er t he re st  of  t he EF act ivit y t o t he Execut ive Di re ct or.
  

‚ Have no more t han 7 members  on our b oard,  wit h:
    

‚ Diminishment i n th e r oles of o fficer s.
    

‚ Disconnect ion bet ween st af f  and b oard.
  

‚ M ake our  dec isions by measur ing t hem against ex isti ng policies.

      Policy governance reduces the number of board responsibilities and clarifies them:

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 A - 7)? Shouldn’t it be a training ground in leadership for the government and
business sectors (page A - 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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1. A dvisory w ork groups
  

The Exec uti ve Dir ector  might i nvite board  member s to j oin a

br ainst or ming workgr oup producing a new set of them es and br anding

for  all  publici ty.
   

A fi nancial wor kgr oup might hel p br ainst or m soluti ons t o a fi nancial

pr oblem.
   

2. W ri ti ng
   

A boar d member  could be asked  to wr ite a repor t,  a press rel ease or  an

oper ati onal policy.
  

3. M eeti ngs
  

A bo ard me mber mi ght  be asked t o re pre sent  t he org anizat ion in l ieu of

t he Execut ive Di re ct or.

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:

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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          /\
    Autho r ity

   Accountabil ity
      Representa ti on

   

\/

    /\ /\

Accountabil ity                      
     Recommendations     Experti se   

       Accountabil ity
    Autho r ity    

              \/                  

  Author ity
   Direct ion      

                   

  Dir ection Accountabil ity /\

        Work
          \/       \/

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.

Membership

Administrative  Board
(Decisions)

Commit te es
(In vest igat ions of  EF Mat te rs)

&
(Mini-b oards on Operat ional Mat te rs)

***Bad So lut ion***

Execut ive D ir ector
(Imp lementa ti on, Operat ions)
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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:

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 A - 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: 

9. Boar d subcommitt ees, with  3  to  5  people, deal only  wit h leader ship

(Ends Fr amewor k)  matt ers -  under taki ng in-depth i nvest igati ons as

r equir ed. 
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/\

    Autho r ity
   Accountabil ity

      Representa ti on
   

\/   

    /\       /\

Accountabil ity    Account abil ity
     Recommendati ons     Aut horit y          Experti se      

     Auth ority      Direc ti on
     Direc ti on          

   \/         \/              
   

    

      
  

/\

   L eader ship 

  (EF Act ivi ty)       Help

   Managem ent  

      (Operatio nal Ac ti vit y)

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.

Membership

***** Administrative (o r Polic y) Board *****
(Decisions)

Commit te es
(In vest igat ions of  EF Mat te rs)

Execut ive D ir ector
(Imp lementa ti on, Operat ions)

      Work groups
  (Ope ra ti onal He lp)  
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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:

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).

Boar d Oper at ional Role
  

Financial
  

1. Ensure s t he f inancial account abi l i t y and f inancial securi t y of  t he

or ganizat ion.

2 . Ensures a pr oper  audit a nd appropri ate r esponse t o that a udit.
  

Fundr aising
  

1. Achi eves suf f icient  f undra ising t o meet  f inancial needs .

   

Other
   

1. Assist s the E xec uti ve Dir ector  with other  operati onal issues as

re quest ed.
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N ur t ur e Pr escr ipt ion
   

4. Board  governance policy cl earl y defi nes the operati onal aut hor ity

out side board me et ings of  t he Execut ive Di re ct or (or  t he Chair  if

ther e is no st aff ), and b ot h board me mbers  and t he Execut ive Di re ct or

r espect each other  and the other ’s area of aut hor ity.
  

5. Indi vidual boar d member s pro vide nurture i n keeping with expectati ons

that hav e been under st ood and agreed  dur ing recr uitm ent,  pro viding

oper ati onal nurture onl y for  fundr aising, for  fi nancial matt ers and wh en

re quest ed b y t he Execut ive Di re ct or (or  the Chai r  when t her e is no

Execut ive Di re ct or ).

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: 
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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.

T he B oar d R ole

The Board :
  

Management
  

A. St ewar dship (f ro m page A -  37 )
   

1. Delegate s all  Ends Fr amewor k investigati ons to  subcommittee s.

2. Delegat es all  opera t ional re sponsibi l i t y t o t he Execut ive Di re ct or.

3 . Steward s the perfo r mance of both subco mmittee s and Exec uti ve Dir ector  by:

• M onito r ing th eir  pr ogr ess in boar d meet ings.

• Appr oving sati sfac to r y pr ogr ess and r ecommendati ons.

• Taking action to  cor r ect unsatisfacto r y pr ogr ess or  r ecommendati ons.
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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.

B. Ex ecuti ve (f ro m page A -  39 )
    

1. Appoint s and i s t he legal employer o f  t he Execut ive Di re ct or.

2 . A r r anges for  operati onal management dur ing any t empor ary peri od witho ut a n

Execut ive Di re ct or.

3. Annually re views t he perf ormance of  t he Execut ive Di re ct or.

4 . M ainta ins, thro ugh sta ff exi t i ntervi ews, an ear ly warni ng syst em to l imit i nternal

pr oblems.

5. Hears form al complaint s f rom  cl ients  and gri evances f rom  sta ff  put  in wri ti ng.

6. Ensures  prote ct ion against unnecessary ri sk.

7 . Periodically revi ews all operati onal policies to ens ur e t hat they a r e consist ent with

boar d Ends Fr amewor k policies.
   

C, Operati onal (f r om page A -  52 )
  

Financial   

1. Ensures the fi nancial accountabi l i ty a nd fi nancial secur ity of t he or ganizat ion.

2 . Ensures a pr oper  audit a nd appropri ate r esponse t o that a udit.
   

Fundr aising  

1. Achi eves suf f icient  f undra ising t o meet  f inancial needs .

   

Other    

1. Assist s t he Execut ive Di re ct or wit h ot her o pera t ional issues as re quest ed.

__________________________________ __________________________________ __

Leaders hip
   

Policy    

1. Develops and maint ains all  necessar y Ends Fr amewor k policies. (Fr om page A  -  19)

2 . Develops and maint ains all necessar y gover nance polic ies. (Fro m page A -  32 )
   

Planning (f r om page A -  23 )   

1. Periodically under tak es str ateg ic planning to d evelop str ateg ic policies (mission, vision,

values st atem ents , et c.) and a st r at egic  plan of  st eps needed to  r each a visib le

dest inat ion.

2 . Annually under takes  a perfo r mance revi ew of the or ganizat ion that r esults  in t acti cal

planning st eps f or t he year a head.

3 . Recommends car ef ully  calculat ed r isk s when essent ial.
   

Board  Development  (f ro m page A -  24 )   

1. Car efu lly and r egular ly r ecr uits and  or ients th e r ight new  boar d member s.

2. Ensures  conti nuity  with a Board  H andbook.

3 . M aintai ns a lear ning boar d th r ough r egular  boar d educati on and new challenges.

4 . Annually revi ews the Boar d’s own perfo r mance.
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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 Bo ar d Pr escr ipt ion

Ends Fram ework .   

1. The Boar d has an adequate set of wel l wr itten  End Fr amewor k pol icies, including

mission, visible desti nat ion (vision) & values st at ement s, a clear i dea of  where  Ends

Fr amewor k pol icy st ops and oper ati onal policy begi ns and a st r ategi c plan.
  

2. The Boar d di r ects an annual perfor mance revi ew of the or ganizat ion (t act ical Ends

Fr amewor k planning) and a peri odic maj or  planning exer cise (st ra t egic Ends Fra mework

planning), in bot h of  which maj or st akeholders  are  involved ( including both  boar d and

st aff ).
  

3. The Boar d careful ly recr uits  and develops a boar d member ship t hat can contri bute to

the ends,  steward  the a ssets  and pro vide t he nurtur e t o achieve tho se ends, ensur ing

an Execut ive Di re ct or and/ or board Ch air wh o can prov ide leaders hip in promot ing t he

ends.
  

N ur tu re  

4. Board g overn ance policy clearl y def ines t he opera t ional aut hor it y out side board

meet ings of  t he Execut ive Di re ct or (or  the Chai r  i f t her e is no st aff ), and b ot h board

members  and t he Execut ive Di re ct or re spect  each ot her a nd t he ot her’ s are a of

author ity.
   

5. Indi vidual boar d member s pro vide nurture i n keeping with expectati ons t hat have been

unders t ood and agr eed duri ng re cru it ment , prov iding opera t ional nurt ure  only f or

f undra ising, f or f inancial mat t ers  and when re quest ed b y t he Execut ive Di re ct or (or

t he Chair wh en t here  is no Execut ive Di re ct or ).
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Decisions

6 . The Boar d is kept b etw een about 9  and 15 member s.
  

7. The Boar d di scusses maj or  issues at meeti ngs befo r e t he one where r ecommendati ons

ar e made and bef or e t he Ex ecut ive Commit t ee, i f  i t  ex ist s, d iscusses t hem.
 

8. Board me et ings are  enj oyable, and discipline from  the C hair d ispenses w ith

oper at ional iss ues q uickly , to fo cus on Ends Fr amewor k issues.
  

Structure

9 . Boar d subcommitt ees, with  3  to  5  people, deal only  with leadershi p (Ends Framework)

mat t ers  -  undert aking in-dept h invest igat ions as re quire d.
   

10. Indi vidual ro les, subcommittee s, wor kgr oups & the Bo ard  all  have complete,  consist ent

and well-wr itten  gover nance policies defini ng th eir  r esponsibil i ti es and l imitati ons.
  

11. The Boar d/E x ecutive D ir ecto r  r elati onship is enhanced th r ough good documents ( policy

on t he r elat ionship, j ob descri pt ion, legal contra ct , board  t erm s of  ref erence), good

infor mati on (gr ievance pro cedur e, exi t i ntervi ews and at tent ion to cl ient complaints )

and good communicati on (including annual perfor mance revi ews of both  Board  and

Execut ive Di re ct or ).   

  

12. The Boar d rec eives regul ar qual ity repor ts  on all  delegated ta sks fro m i ts

subcommittee s and individuals and asks questi ons about t hose r epor ts  unt i l  sati sfi ed

with the resol uti on of pro blems ari sing, being especially careful  with l egal, fi nancial and

r isky matte r s.

1. Br inging t he board  near er to the acti on that inspir ed member s to j oin.
    

2. Emphasizing other  fa ctor s in additi on to pol icy.
   

3. M aking strategi c and ta cti cal planning t he Boar d’s r esponsibi l i ty.
    

4. Changing t he board  back fr om a small policy committee  (7 members ) to

a convent ional board ( say 9 t o 15 members ), lar ge enough to  r un small

subcommittee s.

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:
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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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1. W hat i s the ful l  offi cial name of the org anizat ion?

2. W hat  is t he purp ose/ mission st atem ent of the or ganizat ion?

3 . W ho can become member s of the or ganizat ion?

4. W hat  dues, i f  any, must  be paid b y a member?

5 . W hen wil l  member  meeti ngs be hel d, and how often?

6. How many members  must  be pre sent  f or business t o be conduct ed?

7. W hat  of f icers  and di re ct ors  are  needed, how are  t hey chosen and how

long wil l  they s erve?

8. W hen wil l  elect ions of  di re ct ors  and/ or of f icers  be held?

9 . How shall committee s be ch osen?

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

11. How can t he const it ut ion and b y- laws be changed?

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:

Once the organization has a constitution it can apply for incorporation (to 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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Every Bo ard  member  is legally responsi ble for  good steward ship of fi nances

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.1. 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:

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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Financial management is mor e of a n ar t t han a science. W e become effe cti ve

by using gut  feeli ng, ex per ience, imaginati on and good questi ons.

Bef ore  the new yea r  starts,  the Boar d appro ves a budget

(accepts a f inancial plan for  the yea r )

W ork ing S pace Costs
   

Rent $5, 000 (Line It em)

Heat ing $2, 000 (Line It em)

Hydr o $   5 00 (Line It em)
   

T ota l W ork ing S pace Costs $7, 500 (Summary T otal )

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:

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:

       This chapter deals with how that budget is prepared.

A.3. THE ITEMS

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

 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 ($5,000 + $2,000 + $500).
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W orki ng S pace Expen ses
  

Rent $  5, 000

Heat ing $  2, 000

Hydr o $     50 0
  

T ota l W orki ng S pace Expen ses $  7, 500 - - - - - ->$7, 500
  

Salary Expe nses
  

Execut ive Dire ct or $35, 000

Secre t ary $20, 000

Part - t ime Assist ant $10,000
   

T ota l Salary Expe nses $65, 000 - - - - - ->$65, 000
  

Off ice Expen ses

Supplies $  2, 000

Copier $  1 ,000

Post age $     50 0
  

T ota l Off ice Expen ses $  2, 500 - - - - - ->$  2, 500
  

Grand T ota l Expen ses $75, 000

There are also grand totals, obtained by adding the summary totals. For example:

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)?
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C The Finance W or kgr oup (it a dvises an Ex ecuti ve Dir ector  or  Tr easur er

dur ing budget preparati on, helps with fi nancial pro blem solving and

re views t he audi t or’s or re viewer’s re port ).
  

C The Fundr aising W or kgr oup (it s upervi ses all  fund- r aising planning and

acti vity ).

An Executi ve Dir ector  is r esponsible t o the Bo ard  alone

fo r  budget num ber s.

 Budget
  

Revenue Govt . Gra nt s  $17,000

Sales  $16,000

Fundr aising  $21 ,000
  

T ota l Revenue  $54, 000 $54, 000
  

Expenses Salari es  $26, 000

Of f ice Expenses  $11,000

Pro gra m Expenses  $16,000
  

T ota l Expenses  $53, 000 $53, 000
  

Surp lus/ (Loss)`    $  1 ,000

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:

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.

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:



A - 64

In business it would be called a profit.2

C “Last  year t he b icycle ra f f le ra ised $4, 000 .  . . our p rob lem can be

solved by r aising th e ta r get  to  $ 6,000 .”
  

C “Last  year t he t elephone b il l  was $1,200 .  . . t he budget  balances i f  we

cut  th is t o $ 800 .”

1. Ask “ W hy can t he target be i ncr eased to $ 6 ,000?”
   

a) Perhaps a better bi cycle will  be sold, perh aps mor e shopping

malls wil l  be used, per haps th er e wil l  be mor e volunt eer s.

b) A  good enough r eason needs t o be found  for  the i ncr ease.

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 a2

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:

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.”
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2. W hat  happens i f  th e r eason is not  good enough, and th e accept able

target i s only (say) $4, 500?
   

C Ask: “Can we incre ase t arg et s in ot her p roj ect s t o make an ext ra

$ 1,500?”

C Perhaps good reasons can be found to i ncr ease some other

ta r get(s).
   

 3. W hat  happens i f  none of  t he ot her t arg et s can be incre ased?
   

C Look for  an additi onal pro j ect to rai se the m oney.

C Ask: “Can t his new proj ect  ra ise $1,500?” , “Do we have t he spare

manpower to a dd thi s pro j ect?” and “W il l  i t com pete with any

exi st ing projects ?”

C If there i s a good answer  for  each of these quest ions, then

initi ate the new pro j ect.
   

4. W hat  happens i f  no suit able new proj ect  can be f ound t o ra ise t he ext ra

$1,500?
   

C Then the onl y way of a chieving a balanced budget wi l l  be:
  

i . t o cut  some expenses or p rog ra ms, or

i i . to increa se a source of rev enue ot her t han f undr aising.

A . Ther e must  be good enough r easons t o accept the change.
  

B. Plans must  be i n place to a chieve the new ta r get ( changing number s is

the begi nning, not the end ).

  

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:

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 (1997 and 1998) and future (1999) side by side:
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   N ew   C ur r ent      L ast  Y ear ’s

 Budget    Budget   A ct ual

 ( 1999 )    ( 1998 )   ( 1997 )
  

Revenue Govt . Gra nt s  17,000    19,000    17,500

Sales  16,000    13,000    11,250

Fundr aising  21,000    19,000    17,570
  

Tot al Revenue  54 ,000    51,000    46 ,320

Expenses Salari es  26 ,000    24 ,000    22 ,340

Of f ice Expenses   11,000    11,000    10,160

Pro gra m Expenses  16,000    15,000    14,020
  

Tot al Expenses  53 ,000    50 ,000    46 ,520
  

Surp lus/ (Loss) `    1,000      1,000       (200)

C The cur r ent year’s budget ( 1998 ) may pro vide t he most recent

inf ormat ion, but  t he accura cy of  i t s educat ed guesses won’t  be known

unt i l  year e nd.
  

C Last year ’s actu al number s (1997 ) may be total ly accur ate (and

cor r ect ed by an independent  account ant  in an audit ), but t hey are a

year out of date.
  

C Past n umber s can’t t ake account of new di r ecti ons. For  example,

pro gra m changes are  expect ed t o incre ase sales r evenue f ro m $13,000

t o $16,000 and pro gra m expenses f ro m $15,000 t o $16,000.

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:

  

 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!
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A j oint meeti ng of t he Finance W or kgr oup and the Fundr aising W or kgr oup

is needed to determ ine t he total  fundr aising t arget.

Bicycle Raf f le $  4, 500

Chair’s Dinner $  1 ,500

Bingo $  5, 000

Gif t s in Kind $  6, 000

Sponsors hips $  2, 000

Special Foundat ion Gra nt $  2, 000
  

Tot al Fundr aising $21 ,000

C A budget  can’t  be fi nalized wh ile fun dr aising is suspect.
  

C It m ight be too  late for  some projects  i f t hei r  dates are not i denti fi ed

in t ime.
  

C W it hout  milest ones and t imelines, how can t he  t he Board mon it or

pr ogr ess?

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:

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:

  

Each of these fundraising numbers has to be tested (page A - 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:
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C The  Execut ive Di re ct or (or  a T r easur er  when t her e is no E.D.) is

re sponsible t o t he Boar d alone fo r  budget num ber s.
  

C The bud get s hould reach  the Boar d for  considerati on, not for  rub ber

sta mping.

C  The  Board s hould not  be buri ed i n unimport ant  det ail  -  i t s at t ent ion

should be dr awn to t he most s ignifi cant number s, par ti cularl y ones with

changes f rom l ast  year.
  

C An explanati on should be pro vided for  every number  that is signifi cant

or  di fferent.
  

C A calendar  of revenue generati ng projects  should pro vide t argets a nd

ti melines.

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.5. 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
$54,000, annual expenses $53,000”).

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

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:

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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To be r eady fo r  a cash fl ow pr oblem, we need cash fl ow pr ojections.

M ont hly C ash F low

Mont h:       1     2     3     4     5      6     7     8     9  10        11        12
In  2,000  1,000  1,000  3,000  2,000   2,00 0  1,000 7,00 0 8,00 0  9,00 0  8,00 0  10,000
Out  5,000  5,000  5,000  7,000  5,000   5,00 0  2,000 1,000 5,00 0  5,00 0  5,00 0   3,000
Tota l (3,00 0) (4,00 0) (4,00 0) (4,00 0) (3,00 0) (3,00 0) (1,000) 6,00 0 3,00 0  4,00 0  3,00 0   7,000

In t he fi r st  7 m ont hs:

• Th e accumulat ed “cash- in”  t ot als $12,000.

 [ $2, 000 + 1,000 + 1,000 + 3,000 + 2,000 + 2,000 + 1,000]

C Th e accumulat ed “cash-out ”  t ot als $34, 000.

 [ $5, 000+  5,000 + 5,000 + 7,000 + 5,000 + 5,000 + 2,000]

C The  accumulat ed “ t ot al-cash- f low” af t er 7 mon t hs is a shor t age of

$ 22 ,000  [th e “c ash-i n”of   $ 12,000  less th e “c ash-out” of  $ 34 ,000 ].

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:

 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:

 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:th

       Doing this for every month gives us the following:
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A ccumulat ed M ont hly C ash F low

Month:`      1           2           3            4            5           6            7            8            9            10          11          12
In 2,000    3,00 0    4,000     7,000     9,000    11,000   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

Revised A ccumulat ed M ont hly C ash F low

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    8,00 0  10,000    7,00 0    4,000  (3,000)   5,000     8,000    5,000      4,000    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?

   

This looks better. Only one month (the 7 ) has a small cash shortage (of $3,000). What’sth

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 isth

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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a) M ake cer tai n th at yo u have th e cur r ent ye ar ’s budget and  th e past

year’s audited num ber 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  i f ne cessar y.

b) Lear n to  under stand  fi nancial r epor ts.

c) Read fi nancial policies.

d) Go throug h t he budget bef ore t he board m eeti ng, noti ng:

C Al l new budget  number t hat  are  signif icant ly di f f ere nt  f rom t he

curre nt  year’ s budget  number.

C Any other  number s you want t o query (e.g. is an expense

appropr iate? ).

C W het her t he budget  pre dict s a surp lus or a  def ici t  and how

lar ge i t i s.

e) M ake cer tai n at t he Boar d meeti ng t hat s ati sfa ctor y answers are gi ven

fo r  each of  your  quer ies.

f ) I f  being bur ied in det ail, ask a quest ion lik e: “ W hich number s in t his

budget m ost requi r e t he Boar d’s att enti on?”

g) Object st r ongly to a  budget t hat pred icts a  loss large enough to cut into

t he cont ingency f und.

h) Ask f or a calendar o f  f und- ra ising proj ect s i f  not  prov ided.

i) Purs ue any issues t o which an answer i s unsat isf act ory  unt i l  al l  t he

inf ormat ion has been prov ided t o t he Board.

j ) Ask f or a cash f low proj ect ion i f  not  prov ided.

B.7. THE ROLE OF THE INDIVIDUAL BOARD MEMBER

       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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Dur ing th e new year : The Boar d monito r s pr ogr ess (compari ng

pr ogr ess to the bud get )
  

After  the new yea r  is over : The Boar d revi ews perfor mance (f inding how

well t hings worked a nd what should change)

“ W hat  i s”    “ W hat  w as Pr edict ed”
  

Pro j ect  X    $1,400       $1,300

 

8:      Financial Management

A. INTRODUCTION
  

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

  

B. MONITORING
  

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

  

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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“W hat  is ”   “W hat  w as    Vari ance   Perce nt age

         pr edict ed”                     Vari ance
   

  Expenses f or Pro j ect  X  $1,400 $1,300          $100             7.7 %

  Expenses f or Pro j ect  3  $9, 000 $5, 000       $4, 000            80  %

A bi g var iance can be a good indicator  that an item  needs att enti on.

           Budget       Year-to-Date        %
Variance
Revenue Govt . Gr ant s  17 ,000    14 ,000 (18%)

Sales  16 ,000    11,000 (31%)

Fundr aising  2 1,000      4 ,000 (81%)

T ota l Revenue  5 4 ,000    2 9 ,000 (46%)

Expenses Salar ies  2 6 ,000      6 ,500     (75%)

Of f ice Ex penses   11,000      2 ,950 (73%)

Pr ogr am Ex penses  16 ,000     12 ,000 (25%)

T ota l Ex penses  5 3 ,000     21,450 (60%)

Pro f it / (Loss) `    1,000      7,550

 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 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% ($4,000 is 80% of $5,000)! Surely that does need attention.

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:

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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        Propor ti onal   Year

  Budget        T o D at e  Vari ance
  

Revenue Govt . Gra nt s    4,250    14,000  22 9%

Sales    4,000    11,000  175%

Fundr aising    5 ,250      4 ,000 ( 2 4%)

T ota l Revenue   13,500    29 ,000  115%
  

Expenses Salari es    6,500      6,500         0%

Of f ice Expenses    2,750      2,950      7%

Pro gra m Expenses    4,000    12,000  20 0%

T ota l Expenses  13,250    21,450    62 %
  

Pro f it / (Loss)      25 0      7,550

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?

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, $3,500
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 at e   A ct ual      Vari ance

         Cash F low    Y ear- to- date

        P r oj ect ions      Ca sh F low

Revenue Govt . Gra nt s  14,000    14,000     0%

Sales  10,000    11,000   10%

Fundr aising    3,000      4,000   33%

T ota l Revenue  27 ,000    29 ,000     7%

Expenses Salari es    6,500      6,500      0%

Of f ice Expenses    2,750      2,950      7%

Pro gra m Expenses  10,000    12,000    20 %

T ota l Ex penses  19,250    2 1,450    11%

1. One on each number t o which t he Board s hould pay part icular a t t ent ion

(with an explanati on of i ts  signifi cance).

2 . One specifyi ng t he Exec uti ve Dir ector ’s best guess at  the yea r  end

sur plus or  loss.

3. One specif ying each corre ct ive act ion re commended.

 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:
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I f  your b oard do esn’t  get  such a re port , ask t he Execut ive Di re ct or at  every

meeti ng: “Can you see any reason why we might be over  budget a t ye ar end?”

Budget Year  t o date Vari ance

Revenue

   Fundr aising $10,000  $15,300 53%

Expenses

   Fundr aising

Hall Rent al    $1,000

Supplies       3,000

Bicycle        1,000

Bingo License         400

Bingo Pri zes      2,000

Total        $ 0    $ 7 ,400 Infi nite

B.5. FUND-RAISING NUMBERS
  

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

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:
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W henever the l ates t p r edicti ons suggest a year end l oss, the bud get

can be returned  to bal ance by:    

a) cut t ing back expense pre dict ions, and/ or

b) incr easing r evenue pr edicti ons.

Hold anoth er d inner: $ 1,000  ta r get

Cut  pro gra m expenses by $500: $   5 00

Cut  t he $1,000 surp lus pre dict ed: $1,000

Result  of  corr ect ive act ion $2, 500

1. Boar d meet ings need to  be tim ed well:
  

A. Lat e enough in t he mont h f or pre vious mont h end re port s t o be

r eady.

B. Earl y enough for  the n umber s to be reasonabl y cur r ent.
  

2. The Boar d should  r eceive i t s f inancial r epor t s bef or e th e mont hly

meet ing, giving member s a chance to  r ead th em and pr epar e questi ons.

C Lear n to  under stand  th e or ganizati on’s month ly fi nancial statem ents,

asking f or help i f  needed.
   

C Review monthly fi nancial and f undr aising rep orts  before the  meet ing.
  

C M ake Cert ain t hat  t he Execut ive Di re ct or prov ides wri t t en not es on

number s, pr edicti ons and cor r ecti ve acti 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:

  

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?

  

B.8. BOARD MEMBER RESPONSIBILITY
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C M ake cert ain t hat  sat isf act ory  exp lanat ions are  given f or:
  

C Any lar ge var iances in budget or  cash fl ow number s.

C Any mileston es not met  in fu ndrai sing.
  

C I f  not es are  not  prov ided, ask t he Execut ive Di re ct or (or  Tr easur er ):

“Can you see any r easons why we might be over  budget a t ye ar end?”
  

C M ake cer tai n t hat cor r ecti ve acti on is being t aken whenever necessary.
  

C I nsist  upon complet e and tim ely  inf or mat ion with  under st andable

r epor ts.
  

C N ever , never  be afr aid to ask  questi ons.

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 nf or mat ion Descr ipt ion

 S tate ment o f O per ati ons (or 

 similar  tit le)

The year ’s fi nal number s compar ed to th ose

f rom t he pre vious year ( see below).

 Sta t ement  of  Financial Posit ion

 (or  similar ti tl e, such as Balance 

 Sheet )

A  year  end snapshot of  assets ( what  is

owned) and l iabil i ti es (what  is owed).

 S t at ement  of  Cash Flows A  r ecor d of  how money came in and how it

went out.

 N ot es on t he Financial S t at ement s I nf or mat ion or  comment  t o ex plain

account ing policies and oth er  matte r s.

 A M anagement Letter Advice to the Boar d on wher e 

impr ovement c 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:
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Statem ent of O perati ons
  

    199 8     1997
  

Revenue Govt . Gra nt s    18,400    17,500

Sales    12,900    11,250

Fundr aising    19,300    17,570

T ota l Revenue    50 ,600    46 ,320
  

Expenses Salari es    26 ,500     22,340    

Of f ice Expenses    10,200     10,160

Pro gra m Expenses    15,100     14,020

T ota l Expenses    51,800     46,520
  

Surp lus/ (Loss)              (1,200)        (200)
  

Accumulat ed Surp lus/ (Def icit ), st art  of  year       900         1,100

Accumulat ed Surp lus/ (Def icit ), end of  year      (300)         900

1. W heth er  th er e has been a surplus or  a loss (def ic it ) and by  how much

(Total  Revenue minus Total  Ex penses).
  

2. How th is year ’s number s compar e to  last year ’s.
  

3. How much we are i n debt ( accumulat ed def ic it ) or h ow much we own

(accumulated surpl us).

1. At  t he st art  of  1997,  we owned an accumulat ed surp lus of  $1,100.
  

2. A t t he end of 199 7 , we had lost $ 200 , leaving us with a r educed

accumulated surpl us of  $900:

$1,100 -  $200 = $900
  

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

4. A t t he end of 199 8 , we had lost $ 1,200 , leaving us with an accumulated

def icit o f  ($ 300):

$900 -  $1,200 = ($300)

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

     Accumulated surpluses and accumulated deficits need more explanation:

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 Review the co mplete audit s oon after i ts  rec eipt.
  

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

to  impr ove fu tur e pr edicti ons (a re port  wit h t he t wo set s of  numbers

side by s ide can be prepar ed by the Ex ecuti ve Dir ector  or  Tr easur er ).

A  par ents  associati on board  rai ses $ 7 ,000  to buy boo ks for  the s chool l ibr ary.

The school pr incipal phones th e associati on Chair  and says:

“ I  have j ust  spent  $1,00 0 t o t ake t he senior  class on a t r ip t o t he museum.

Could  I  please have a cheque.”

C.1. BOARD RESPONSE

  
What happens now? The Finance Workgroup helps the Executive Director (or Treasurer if there

is no Executive Director):
   

  

     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).

Fram ework : The Or ganizat ion must  be pro tected agai nst  fi nancial threat.

Operat ional: W e keep a  conti ngency fun d that:
  

1. M ust  always be mainta ined at a quar ter of the ann ual budget.
    

2. Cannot be spent .
  

3. In a  seri ous emerg ency, can only be used as col lateral  for  a loan.
    

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

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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C Lear n to  under stand  fi nancial r epor ts.

C Read fi nancial policies.

C Loudly prot est incompete nce.

C To ask questi ons unti l  th e r ight fi nancial path  is clear  to u s.

C To pers uade t he re st  of  t he Board wh en we know t he ri ght  pat h.

Ends Fram ework : The  purp ose of  t he Libra ry  Fund i s t o buy books f or t he school

l ibr ary.

Operat ional:    1. The Lib r ar y Fund is not  spent  f or  any ot her  pur pose. 

2. The  Associat ion approv es any Expendi t ure  bef ore hand.
  

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:

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:

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.


