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The ZEN of Governing for Results:

“If you don’t know where you are, and
You don’t know where you're going,
Any road will get you there. But
How will you know if, or when, you've arrived,
Or made any progress at all?

Table of Contents

Copyright © Mel Gill 2003



Governing for Results: A Director’s Guide to Good Governance

ACKNOWLEDGEMENTS ERROR! BOOKMARK NOT DEFINED.#
PREFACE 68
Common concerns of board members 68
Signs of a board in trouble 79

PART ONE - GOVERNANCE BASICS

ERROR! BOOKMARK NOT DEFINED.#2

1.1. Governance in context Error! Bookmark not defined.42
1.1.1 What is governance? Error! Bookmark not defined.12
1.1.2 Why does governance matter?. Error! Bookmark not defined.12
1.1.3 Three basic organizational functions — work, management and governance__ Error! Bookmark not
defined.15
1.1.4 Why do we need boards? Error! Bookmark not defined.16
1.1.5 What's in it for me? Error! Bookmark not defined.1#
1.1.6  For-profit or not? Error! Bookmark not defined.18

1.2, Essential governance tasks of the board Error! Bookmark not defined.+8
1.3 Duties of individual directors: what's expected of me? Error! Bookmark not defined.26
1.3.1. Duty of due diligence Error! Bookmark not defined.20
1.3.2  Duty of loyalty Error! Bookmark not defined.?26
1.3.3. Duty of care Error! Bookmark not defined.2t+
1.4 Liabilities of board members Error! Bookmark not defined.2%
1.5 The good governance/good management partnership Error! Bookmark not defined.23
PART TWO - FROM GOVERNANCE MODELS TO BEST PRACTICE BENCHMARKS ERROR! BOOKMARK NOT
DEFINED.26
2.1. From governance models to board types Error! Bookmark not defined.26
2.2, Overview of board types Error! Bookmark not defined.2#
2.3. A word about the policy governance model Error! Bookmark not defined.32

2.4. Selecting the right approach: board types or best practices? ___ Error! Bookmark not defined.33

PART THREE - BOARD RESPONSIBILITIES

ERROR! BOOKMARK NOT DEFINED.3#

Seven primary areas of board responsibility

Error! Bookmark not defined.3#

3.1. Establishing/safeguarding the mission and planning for the future Error! Bookmark not

defined.3#
3.1.1 Vision, Mission and Values

Error! Bookmark not defined.39

3.1.2 Goals, objectives and measurement benchmarks

Error! Bookmark not defined.46

3.1.3  Inputs, activities, outputs and outcomes

Error! Bookmark not defined.4+

3.2. Financial stewardship - keeping track of the money and assets Error! Bookmark not defined.4%

3.2.1 Securing resources — whose job is it anyway?

Error! Bookmark not defined.4+

3.2.2 Assets

Error! Bookmark not defined.43

3.2.3 Un-funded liabilities

Error! Bookmark not defined.44

3.2.4 The annual operating budget

Error! Bookmark not defined.45

3.2.5  Expense accounts and loans

Error! Bookmark not defined.45

3.3. Human resources stewardship - caring for the people resources Error! Bookmark not defined.46
3.3.1 Selecting a competent CEO - the board’s most important responsibility Error! Bookmark not
defined.47

3.3.2 Staff and volunteer resources

Error! Bookmark not defined.48

3.3.3 Dealing with staff, staff associations and unions

Error! Bookmark not defined.48

3.3.4 Succession planning

Error! Bookmark not defined.49

855

3.4. Performance monitoring and accountability Error! Bookmark not defined.56
3.4.1. What to monitor Error! Bookmark not defined.52

3.5. Community representation, education and advocacy Error! Bookmark not defined.53
3.5.1 Dealing with the media Error! Bookmark not defined.54

3.6. Risk management

3.7. Management of critical events and transitional phases Error! Bookmark not defined.5#

Copyright © Mel Gill 2003




Governing for Results: A Director’s Guide to Good Governance

PART FOUR - NONPROFIT STRUCTURES

4.1.
4.2.
4.3.

4.3.1.

ERROR! BOOKMARK NOT DEFINED.59

The legal framework

Error! Bookmark not defined.59

Who owns the organization?

Error! Bookmark not defined.59

Organizing for accountable governance

Error! Bookmark not defined.63

Factors to consider

Error! Bookmark not defined.63

PART FIVE - STRUCTURING THE BOARD AND COMMITTEES

ERROR! BOOKMARK NOT DEFINED.66

5.1 Board structure Error! Bookmark not defined.66
5.2 Board composition Error! Bookmark not defined.67
5.2.1 Term limits Error! Bookmark not defined.68
5.3 Roles and reporting relationships of officers Error! Bookmark not defined.68
5.3.1 Board chair Error! Bookmark not defined.68
5.3.2 Vice-chair Error! Bookmark not defined.69
5.3.3 Treasurer Error! Bookmark not defined.69
5.3.4 Secretary Error! Bookmark not defined.69
5.3.5. Executive director (chief executive officer or CEQ) Error! Bookmark not defined.78
5.4 Considering committees Error! Bookmark not defined. 7+
5.4.1 Executive committee Error! Bookmark not defined.72
5.4.2 Nominating or governance committee Error! Bookmark not defined.73
5.4.3  Finance committee or risk management committee Error! Bookmark not defined.74
5.4.4 Human resources (personnel) committee Error! Bookmark not defined.?5
5.4.5 Program/services committee or quality assurance committee _Error! Bookmark not defined.76
5.4.6 Fundraising committee Error! Bookmark not defined.76
5.4.7  Ad hoc committees or task forces Error! Bookmark not defined.7#
5.5. Board/staff relationships Error! Bookmark not defined.7#
5.5.1 Board members as advisors and experts Error! Bookmark not defined.78
PART SIX - HOW THE BOARD WORKS: FOUR PILLARS OF EXCELLENCE ERROR! BOOKMARK NOT
DEFINED.7#9
6.1 Board development Error! Bookmark not defined.79
6.1.1. Recruiting and retaining board members Error! Bookmark not defined.79
6.1.2 Orientation of board members Error! Bookmark not defined.8+
6.1.3  Strategies for developing board leadership Error! Bookmark not defined.82
6.2 Board management — meetings, rules and strategies Error! Bookmark not defined.83
6.2.1 Managing the agenda and conducting effective meetings Error! Bookmark not defined.83
6.2.2 A board work plan Error! Bookmark not defined.85
6.2.3 Monitoring board performance Error! Bookmark not defined.85
6.2.4 Confidentiality Error! Bookmark not defined.86
6.2.5 Conflict of interest Error! Bookmark not defined.86
6.2.6 Managing conflicts constructively Error! Bookmark not defined.87
6.2.7  Managing disagreements and interpersonal conflicts constructively Error! Bookmark not
defined.88
6.2.8 Managing issues-based conflict Error! Bookmark not defined.88
6.2.9 Managing personality-based conflict (dealing with disruptive members) Error! Bookmark not
defined.89
6.2.10 Managing conflicts between a board chair/member and executive director Error! Bookmark not
defined.50
6.3 Decision-making Error! Bookmark not defined.96
6.3.1 Consensus Error! Bookmark not defined.9+
6.3.2 Near-consensus Error! Bookmark not defined.9t+
6.3.3 Majority rule Error! Bookmark not defined.92
6.4 Organizational culture Error! Bookmark not defined.92
6.4.1 Creating a 'safe’ learning environment Error! Bookmark not defined.94
6.4.2 Maintaining stability and encouraging innovation Error! Bookmark not defined.95

PART SEVEN - GOVERNING FOR RESULTS ESSENTIALS

ERROR! BOOKMARK NOT DEFINED.96

Board focus and culture

Error! Bookmark not defined.96

7.1 A logical framework for planning and assessing results Error! Bookmark not defined.9#
7.2 Core committees for results-based boards Error! Bookmark not defined.+66
Copyright © Mel Gill 2003 3




Governing for Results: A Director’s Guide to Good Governance

7.3 Basic premise of governing for results

Error!

Bookmark not defined.+68%+

PART EIGHT — TOOLS TO ASSIST YOU

ERROR! BOOKMARK NOT DEFINED.+82

8.1 Impediments to the use of suitable governance practices __ Error! Bookmark not defined.#02
8.2 Keys to successful governance Error! Bookmark not defined.4083
8.3 Letter of agreement for new board members Error! Bookmark not defined.404
8.4 Sample meeting agenda Error! Bookmark not defined.+685
8.5 Rules of order Error! Bookmark not defined.+86

8.5.1 The Essentials of Robert’s Rules of Order Error! Bookmark not defined.166

8.5.2  Democratic Rules of Order Error! Bookmark not defined.168
8.5.3 Trout’s Top Ten Error! Bookmark not defined.169
8.6 Sample oath of office and confidentiality agreement Error! Bookmark not defined.409
8.7 Conflict of interest Error! Bookmark not defined.3++6
8.7.1 Sample conflict of interest policy Error! Bookmark not defined.++6
8.7.2. Conflict of interest scenarios Error! Bookmark not defined.#+3+%+

8.8 Sample donor confidentiality policy

Error!

Bookmark not defined.+#2

Bookmark not defined.+14

Bookmark not defined.+14

8.9 Sample values statement Error!
8.10 Template for financial monitoring Error!
8.10.1 Statement of revenue and expenses Error! Bookmark not defined.114
8.10.2 Balance sheet Error! Bookmark not defined.115
8.11 Evaluating performance Error!

Bookmark not defined.+16

Bookmark not defined.#22

Bookmark not defined.423

Bookmark not defined.#24

Bookmark not defined.+24

8.11.1 Definitions Error! Bookmark not defined.1+18
8.11.2 Sample applications of evaluation logic model Error! Bookmark not defined.126
8.11.3 A word about The Balanced Score Card Error! Bookmark not defined.122

8.12 The Board Effectiveness Quick-Check Error!

8.13 Self-assessment for individual board members Error!

8.14 Bylaw provisions outline Error!

8.15 Governance policies outline Error!

8.16 Additional resource references Error!

Bookmark not defined.#25

APPENDIX A - BOARD TYPES

ERROR! BOOKMARK NOT DEFINED.1+28

1. Operational board

Error!

Bookmark not defined.#28

Collective board

Error!

Bookmark not defined.4+29

Management board

Error!

Bookmark not defined.+30

Constituent representational board

Error!

Bookmark not defined.4+36

Traditional board

Error!

Bookmark not defined.#3%

Results-based (or audit/oversight) board

Error!

Bookmark not defined.#3%

Policy governance board (Carver model)

Error!

Bookmark not defined.432

@ Now ks WN

Fundraising board

Error!

Bookmark not defined.#33

9. Advisory board

Error!

Bookmark not defined. 433

APPENDIX B — ORGANIZATIONAL FORMS, BOARD SELECTION AND OWNERSHIP ERROR! BOOKMARK NOT

DEFINED.4+35

a. Collective

Error!

Bookmark not defined.#35

Self-regenerating

Error!

Bookmark not defined. 435

Funder appointed

Error!

Bookmark not defined.#35

Chartered (affiliate)

Error!

Bookmark not defined. 436

0 a0 T

Membership elected

Error!

Bookmark not defined.#36

Copyright © Mel Gill 2003

4




Governing for Results: A Director’s Guide to Good Governance

i Social/health co-operative

Error! Bookmark not defined.136

ii. Federated

Error! Bookmark not defined.137

f. Constituency elected

Error! Bookmark not defined.437

g. Publicly elected

Error! Bookmark not defined. 337

h. Mixed selection process

Error! Bookmark not defined.437

APPENDIX C - BOARD EFFECTIVENESS QUICK CHECK
Instructions

ERROR! BOOKMARK NOT DEFINED.139

Error! Bookmark not defined.139

Board Effectiveness Quick Check - Scoring

Error! Bookmark not defined.146

CD ROM ERROR! BOOKMARK NOT DEFINED.#42

Ordering Instructions Error! Bookmark not defined.142
REFERENCES ERROR! BOOKMARK NOT DEFINED.#43
ENDNOTES ERROR! BOOKMARK NOT DEFINED.3+48
Copyright © Mel Gill 2003 5




Governing for Results: A Director’s Guide to Good Governance

Preface

“What's the role of the board?”

“What is expected of me as a director?”

“What personal liabilities might I risk by serving on this board?”

“What difference do governing boards really make to organizations?”

“What is governance anyway?”

“How can a board ‘add value’ to an organization’s efforts to achieve its goals?”

“How can we evaluate the performance of the board?”

“What's the right ‘governance model’ for my organization? In fact, what is a governance model and what models
are there?”

“What about Carver’s policy governance model?”

These are some of the questions I have repeatedly heard from board members, senior managers, funders and
other stakeholders during the past ten to fifteen years.

Numerous scandals in high-profile nonprofit and business corporations in North America over the past several
decades have been attributed to failed board oversight and have spurred demands for more effective and
accountable governance. Aggressive promotion of the policy governance model prompted many boards and
executives to attempt to implement it. Many who tried it found that it was simply not a comfortable fit for their
organization. As a result, they ‘mixed and matched’ it with other models and practices without any systematic
rationale.

My own research, management and consulting experience has led me to conclude that the essentials of good
governance are generally not well understood and that what is understood is not well communicated to the millions
of volunteers who serve as directors of boards. My research also revealed that many board members share
common concerns about their roles and allowed me to identify some clear indicators of boards in trouble.

A note on terminology:

. Executive director and chief executive officer (CEQ) are used interchangeably in this book to refer to the most
senior management person in the organization, regardless of title.

. Although the correct legal term for a member of the board of a corporation is 'director’, the terms director and
board member are used interchangeably in this book. Some organizations may use other terms such as
trustees, commissioners or governors.

Common concerns of board members

According to a recent study on the governance of 20 Canadian nonprofit organizations,! board members commonly
express concerns in four areas: the functioning of the board itself; the relationship between the board and staff;
planning; and finances. The concerns identified most often are listed below.

Concerns about the board itself include how to:
. limit personal liability of directors;
shift governance practices from an ‘operational’ to a ‘policy’ (or ‘results’) focus;
add value (i.e., how to fully exploit the talents of board members);
evaluate the effectiveness of governance and services;
deal with board members who are not ‘pulling their weight’;
improve succession planning for both board and staff;
deal with community criticism; this is a particular concern for directors of organizations with statutory
mandates in the areas of health, education, police services, child protection, etc.;
. increase the board’s involvement in advocacy; and
. deal with volunteer fatigue and staff burnout.

Concerns about the relationship between board and staff include how to:
. develop clarity between the respective roles of board and staff;
. increase the board’s focus on results rather than on operational detail; and
. reduce excessive demands on the executive director.

Concerns about planning include how to:
. improve long-term planning;
. ensure that mandates remain responsive to changes in community demographics and infrastructure;
. respond to increased pressure for community service integration and the development of integrated
service delivery models;
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. build stronger relationships and communicate more effectively with key internal and external
stakeholders;

. and whether to, collaborate with organizations that may be in competition for the same scarce project
funds; and

. achieve a balance between broad-based input and efficient decision-making.

Concerns about finances include how to:
. remain financially viable (i.e., how to strengthen, stabilize, and broaden the funding base);
respond to increasing demands for service with shrinking financial resources;
survive the withdrawal or absence of core or sustaining funding;
ensure that board members have a working understanding of financial statements;
adopt and adapt business-like and entrepreneurial practices to ensure efficiency and diversify revenues
and how to do so without alienating staff who have a human services values set or jeopardizing nonprofit
status; and
. provide services economically in an increasingly unionized environment.

Signs of a board in trouble

One or more of the following warning signs almost always characterize boards and organizations that are heading
for serious trouble. These warning signs were evident at some point during the recent history of one or more of the
20 Canadian nonprofit organizations in that same study.? These warning signs are listed below.

Human resources warning signs include:
. rapid turnover of CEOs (this was an unmistakable sign in several cases);
. frequent and substantial turnover of board members; and
. difficulty recruiting or retaining credible board members.

Financial and organizational performance warning signs include:
. chronic unplanned and/or unmanaged deficits;
. rapid depletion of reserve funds;
. a call for an outside audit or operational review by funders or other key stakeholders; and
. persistent failure to meet individual or organizational performance targets.

Meetings warning signs include:
. poor attendance at board and committee meetings;
. low level of participation in discussions at meetings; and
. poorly managed meetings, e.g., lack of focus, agendas circulated late, members unprepared.

Warning signs related to board culture include:
. underground communications, e.g., lots of ‘corridor talk’ and political maneuvering outside the meetings;
unaddressed distrust among board members or between the board and CEO;
poor communication between the CEO and the board chair or the full board;
unresolved conflicts within the board;
conflict of interest issues that are not confronted;
board members feeling removed from ‘what’s going on in the organization’;
board divided into ‘insiders’ (core decision-makers) and ‘outsiders’;
board dividing into factions; and
growing minority of disaffected board members.

Decision-making warning signs include:

regular ‘rubber-stamping’ of CEO recommendations without meaningful debate;
preoccupation with operational detail rather than ‘big picture’ issues;

board interference in operational detail, particularly personnel and collective bargaining;
poor communication with key stakeholders;

board members ignoring or circumventing board policies and decisions;

CEO ignoring or circumventing board policies and decisions; and

decision deadlock or paralysis.

If you share any of these common concerns of board members, or if your board or organization is showing any of
the common warning signs of a board headed for trouble, this book can help you. It is organized in a way that
makes it easy to find advice and information on your most pressing issues without losing a sense of the overall
context of board governance. Skip directly to Part 7 for an overview of the essential elements of governing for
results. Skim the ‘Quick Tips’ boxes (like the one below) and Case Illustrations® for the do’s and don'ts of effective
governance. Start with these Quick Tips:
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Quick Tips
= Screen prospective board members carefully to ensure that you get the best skills and motivation fit possible.
= Ensure that directors understand that their first responsibility is to your organization rather than to their

\

constituents’.

Get your board focused on results, i.e., on effectiveness and efficiency measures.

Organize committees around board rather than management responsibilities (except in the case of
management or operational boards, as noted in Part 2.2 and Appendix A).

Define as clearly as possible the respective roles of board and CEO within a full partnership.

Manage the interface between roles flexibly, constructively, and with candor and good humor.

Ensure that the board maintains sufficient independence from management to exercise its audit functions
objectively.

Luy

Although this book is intended to fill a gap in the resources available to volunteer members of nonprofit boards of
directors, much of its guidance will also be useful for directors of public and private sector corporations. The strong
research base underpinning this work also makes it of interest to researchers, academics and consultants. It adds
perspective to the debate about governance models and offers guidance to board members with respect to board
structure, responsibilities, governance practices and problems that commonly afflict boards. It is designed as a
user-friendly guide for busy directors and executives who want concise, compact and well-researched answers to
perennially troubling questions about governance, the role of boards and their relationship to staff.

This book is also designed to help boards interpret the results of their responses to the Governance Self-
Assessment Checklist, (GSAC) developed by the author. Its basic structure is similar to that of the Checklist and
will support boards committed to strengthening their governance practices. For more information on the
Governance Self-Assessment Checklist, please visit www.synergyassociates.ca.

A CD ROM, available with volume purchases of this book, contains a sample bylaw, a comprehensive set of
governance policies and more detailed terms of reference for committees that may be readily adapted to any
organization’s needs. The sample governance policy contains detailed descriptions of the roles of board officers and
the executive director. The CD ROM also contains board and director self-assessment instruments. See Appendix D
for details.

3.6 Risk management

Risk is the possibility that adverse consequences may flow from a decision, an action or a failure to act. The
potential for risk is present whenever a decision is made to pursue (or not pursue) new opportunities or confront
new challenges. All organizations face the potential for risks to financial stability; un-funded liabilities; criminal or
civil litigation related to staff or board malfeasance, injury to staff, volunteers or clients; losses on fundraising or
entrepreneurial ventures; and loss of community credibility. A favorable community reputation can be easily
squandered but is painstakingly recovered.

Case Illustrations: Squandered reputations and financial losses

Several years ago, ticket sales for a lottery organized by the Canadian Olympic Association fell short of projections.
This forced the governing body for Canada’s Olympic movement to dip into an endowment fund to cover losses.

More recently, the Canadian Diabetes Association ran a deficit after losing $7.1 million in a bungled lottery. The
fiasco - the result of poor ticket sales — prompted top volunteers in Toronto to resign. It also resulted in the
resignation of the association’s executive director.

! Gill, Governance Do’s and Don’ts: Practical Lessons from Case Studies on Twenty Canadian Nonprofits, Institute
On Governance 2001

> Ibid.

? Case Illustrations are drawn from case summaries reported in Gill, op.cit. 2001 unless otherwise noted.

Reviewer Commentary
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Al Hatton, President and CEO, United Way Canada - Centraide Canada: former Executive Director, Coalition of
National Voluntary Organizations of Canada:

“Good governance is as critical for the voluntary, charitable and community sectors in Canada as it is for
corporate Canada and our governments. We are neither voted in by electors nor judged by shareholders
on our performance. It is our commitment to those with whom we work — people in our communities -
that demands that we ensure that every aspect of our governance is well understood, well managed and
transparent.

In ‘Governing for Results: A Director’s Guide to Good Governance, Mel Gill has produced one of the most
comprehensive texts on modern governance and its application to our sectors. He has presented
information in easy-to-access components, supplemented by quick tips and real cases that enable readers
and users of the Guide to assess their own practices and improve upon them. This is an important
contribution and one that every board member and CEO would benefit from reading.”

Peter Broder, Canadian Centre for Philanthropy; Co-coordinating Editor, Primer for Directors of Not-for-Profit
Corporations: Rights, Duties and Practices, CCP and Industry Canada, 2002

"Mel Gill provides a thoughtful and well-researched look at various board governance structures in use in
Canada, and offers practical insights of use both to organizations considering what approach to
governance will work for them and to directors wanting to understand what role they should play. I think
this book would provide a very useful complement to the Primer for Boards produced by the Canadian
Centre for Philanthropy and Industry Canada.”

David Renz, Director, Midwest Center for Nonprofit Leadership, Bloch School of Business and Public Administration,
University of Missouri, Kansas City.

"This book offers a broad-based and comprehensive introduction to the work of a board and its members,
yet it has much to offer as a resource to experienced board members as well. It offers a very useful blend
of conceptual guidance and practical tools. There is a lot of ‘firepower’ in this book - it’s an exceptional
compendium of information and resources.”

Vic Murray, Adjunct Professor, School of Public Administration, University of Victoria; former Director, School of
Nonprofit Management, York University; recipient of 2002 ARNOVA Life Time Achievement Award.

"Must say I enjoyed the manuscript thoroughly and am sure it has a future as a useful resource for
boards. It’s certainly much better than a great deal of what is out there now. I love the way it is
organized, the readable style and depth of content. The very effective use of case illustrations and quick
tips adds a great deal. It is also way above average in recognizing that 'one size does not necessarily fit

[

all'.

Allan Rix, Founding/Managing Director, Center for Voluntary Sector Research and Development, Carleton
University, Ottawa (CVSRD); and recent Board Chair, Volunteer Canada.

"I have worked on boards at both the national and local levels for some time and wish that a book of this
clarity and depth had been available for both my personal use as a board member and for my use as a
consultant to agencies in the sector. It deals with complicated processes in a clear manner and gives
useful examples and tips for boards and their members.”

Raymond Lemay, Executive Director, Services for Families and Children, Prescott-Russell, Ontario; author of
numerous journal articles and book reviews; co-author with Robert Flynn of “A Quarter Century of Normalization
and Social Role Valorization: Evolution and Impact.

"This is an excellent book. Our board found the presentation of board types very illuminating. I'd get
copies for members of my board and I'd recommend it to others as a highly valuable resource.”

Mark Lalonde, former Program Director, Law Enforcement and Regulatory Training Programs, Police Academy,
Justice Institute of BC.

"Governing for Results is an excellent guide to new board members interested in being truly effective in
their governance role. At the same time, it is a wonderful desk reference to more experienced board
members. The book blends key knowledge with skills, practical tips and case studies readers can use to
reflect upon their own practices.”
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James B. Sellers, Consultant in Governance and Organizational Development, Calgary

"This is, without qualification, the best handbook or guide to good governance I have read. Any type of
board should be concerned with 'results’. But what I have found most challenging in my consulting to
boards is to get them to understand what it means to be results-driven. Whatever type of board they are,
results and knowing how assess them, are critical. The reference to the "zone of accommodation” really
worked for me. I spend a lot of my troubleshooting time with boards trying to get them to recognize the
need for that. The identification of nine types of boards is extremely useful. The treatment of board
responsibilities is the best I have ever seen on the subject.”

Ron Robertson, Managing Partner, Ray Berndtson Robertson Surette, Ottawa, Executive Search; Board member,
Community Foundation of Ottawa.

"Great book! I found it to be exceptionally thorough, practical and user-friendly. It would be a great
primer, guide and 'go-to' manual for directors, particularly those of nonprofit organizations but also for-

profit as well.”
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