Lessons for Successful
Nonprofit Governance

Peter F. Drucker

pards of nonprofit organizations malfunction as often as they function
ectively. As the best-managed nonprofit organizations demonstrate,
oth the board and the executive gre essential to the proper functioning
of a nonprofit organization. These administrative argans must work as
equal members of a team rather than one subordinate to the other.
Moveover, the work of the executive and the board does not divide
neatly into policy-making versus execution of policy. Boards and execu-
tives must be involved in both functions and must coordinate their work
cordingly. In a well-functioning nonprofit organization, the executive
will take responsibility for assuring that the governance function is
properly organized and maintained.

 Despite the almost limitless diversity in their mission and size, the
majority of American nonprofits have the same governance structure.
They have an unpaid; outside, part-time board. And, they have a paid
full-time executive officer, called variously president, executive direc-
lor, executive secretary, senior pastor, administrator, executive vice-
sident, or general manager. Despite their almost limitless diversity,
nonprofits are alike aiso in that in many — maybe the majority — this
governance structure malfunctions often as it functions. Boards are criti-
cized as being rubber stamps for the executive. But, the same boards
also “meddle.” Board members complain that the executive officer
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“usurps” the board’s policymaking function. Executive officers iy
complain that the board wastes endless hours discussing operati,
trivia. Board members complain that they get no information. Exeq
officers and their staffs complain about the hours, days, and

iission and emphasizes that mission again and again. This is
Iy true for the nonprofit that relies on donors, volunteers, or both.
~sond, the nonprofit needs a clear definition of the “results” that it

. Shtain. in, a business can, though only for a few short years
wasted preparing resorts on matters well beyond the board’s compe e &?ﬁgarﬁ%:[ bottom line aloné. & y y
and ken. And, there is Con.fu§ton across the nonproﬁf spectrum 'y*a business earns its money for its performance; the money is its
churches and trade associations, hospitals, universities, communit

ast, f the nonprofit, whether obtained from d
services, learned societies, and foundations — as to what governance -:wmrﬁit’ ttr: 'Qoeﬁe{soggveina;ﬁnst i;rgmises Nonprofits are ngt
institution needs, what the task of each organ of governance should §; omn tae ¢ us[::ezs (;f the money that they spen;i
and how they ‘should work together. Indeed, no subject provokes i, n-c;;prﬁisa Egu; need both strong organs of accounéabﬂjty — for mis-
heaffgt diat&féhfhgofniﬁffswf lgrt!zzni;tz:tt gﬁfg;ﬁ rg?r;;:lee.m to do th g"results, for allocation of resources and t.i;:‘e%r pr%c}ilucnwt);l mffa}nd
job. A’small but growing number of nonprofits are truly well mané .9?0“35.5 f(;r ddizc‘]: :rt;lg;ggetzszear:g;?,nsésgl{g:zée stiﬁc?:fe cttec-
(Drucker, 1989). For many nonprofits, it is probably true — at least the trong, ;ref‘, © ngve one nods and sa gs of course, but far {00 few
board members so believe — that they are a good deal less well my Lnese a]r?tmls;ﬂ}[ éloner:ct Y '
aged than the average business. However, the small but rapidly growin nprofits listen, le '
group of nonprofits that have organized their governance is beyo
doubt better managed than some businesses with a reputation for firs
rate management. These institutions have both a functioning board and . = , , ,
functioning executive. Some of these leaders in the nonprofit sector Nonprofits need both an effective board and an effective executive.
cofleges and universities, some are community services, some: an Ity every nonprofit will accept one or the other half of this as-
churches, and some are hospitals. Some are very large national or inte But a good many will not accept that both are needed. Yet, nei-
national organizations; others are local and at best middle sized. Yet oard-dominated nor the executive-dominated nonprofit is likely
have reached pretty much the same conclusions in regard to nonprofi ork well, let alone succeed in perpetuating itself beyond the tenure
governance. Their solutions are thus generic and should apply across # utocrat, whether that individual be board chairperson or executive
nonprofit spectrum. :

ve Board and Effective Executive

. have become slumber parties. They only wake up when there is a
Clear and Functioning Governance Structure _crisis and usually when it is way too late. In the large and suc-
t also in companies in Europe and Japan, boards have tradition-
a legal fiction. Some nonprofits, too — large private universi-
large churches dominated by a powerful, charismatic pastor —
reduced their boards to a purely ceremonial role. And, boards as a
art of governance are not known altogether in the canon law of the
holic church (although American Catholic dioceses are increasingly
efting up lay committees that in effect are governing boards), in the
on'Army, and in the typical labor union (which is surely also a
nprofit institution).
But, ‘most nonprofits could not emasculate the board even if they
nted to. One reason is that the board often actively leads in raising
ney.. Another, more important one is that board members are com-
‘to'the nonprofit’s cause. If they have no legitimate function and

The first lesson to be learned is that nonprofits need a clear and fun
tioning governance structure, They have to take their governance ser
ously, and they have to work hard on it. They need effective leadershi
and management a good deal more than even businesses do — for thre
reasons.

First, they lack the bottom line that a business has. They must ther
fore have a clear mission that translates into operational goals and th
provides guides for effective action. Of course, businesses also deteri
rate if they do not have a clear mission; they become diffuse, and the
efforts splinter. But, in good times a business can muddle through fo
while with no other lodestar than the financial bottom line. A nonpro
institution will start to flounder almost immediately unless it clearly ¢
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no real job to do, they will do mischief; they will “meddle.” The T
profit has no choice but to work on making its board an effective
of governance. Only an effective board composed of independen
committed outside people can give the nonprofit the clear focus o
sion, the definition of results, and the accountability for the mone
trusted to it that it needs. Without these, any nonprofit will soon decliy
into nonperformance,

At the same time, every nonprofit, except maybe the very small sy
purely local one, must also have an effective executive officer. is
cess in this century has made the American nonprofit too big, too com
plex, too important to be managed by its board.

The community hospital in the small New England town whe
lived in the 1940s was still run by its board. It did not even have a chi
medical officer or a nursmg supervisor. But, it also had no emergene
room, no ambulance service, no X-ray department, no physical therap
unit, no clinical lab, no social worker, and not even a well-baby clj
To be sure, it was no longer simply a place where the poor could die
little dignity, as it had been two decades before. But, its job was st
primarily to provide private physicians with beds for their patients;
to be a health care center. Similarly, none of the churches in the town
that time tried to provide anything but two services on Sunday morn
and Sunday school to go with them. And, it was not until World W;
Two that the American Red Cross — the world’s largest volunteer
ganization — went beyond disaster relief and took on blood banks
health and safety education.

Indeed, the most noteworthy feature of the American nonprofit i
stitution is not its size. It is the exp!osive growth in the scope of 1
profit work and the parallel growth in the demands placed on the con
petence of the nonprofit institution. These demands go way beyond wh
good intentions and generosity can supply. Increasingly, they dema
professionalism of a high order. The more a nonprofit institution reli
on volunteers, the more professional its management has to be. An o
ganjzation has far too many things to do for it to be able to operate wit
out professional, full-time staff. Furthermore, if performance stand
are to have any results, they must be coupled with executive accoun
ability.

tasks are complementary. Thus, each has to ask, What do I owe
117 not — as board and executive officers still tend to do — What
th other one owe me? The two have to work as one team of

ple-Bridge Team

ouble—bradge team is a mode! for the board-executive team in non-
nstitutions. In the double-bridge team, neither player is more im-
rtant; they are equals, and they are equally indispensable. The job for
ronger player is to adjust to the style, strengths, and personahty of
eaker partner. The executive officers in nonprofit organizations are
snger players. It is their job to adjust both what they do and how
do it to the personalities and strengths of their chairpersons.
jore than eleven years with one of the country’s largest commu-
“services organizations, the chief executive has worked with four
oard chairpersons, each of whom served for three years. The first was
y outside focused, a good speaker and skillful in public relations.
successor was inside focused, effective with local chapters and
working with them but somewhat publicity-shy and awkward on
ep tform. The next chairperson saw her main task as one of raising
1oney, and she worked hard on getting much-needed business support.
urth and last chairperson — still in the job today — is concerned
marily with the recruiting, training, and motivating of volunteers.
hairperson’s priority was a legitimate one, and each brought en-
asm and considerable skill to the tasks on which he or she concen-
ted..All, in other words, deployed themselves properly. But, each had
ults only because the executive ofﬁcer positioned herself in the areas

ide during the tenure of the first chairperson; the outside during
he:tenure of the second one; operations during the th:rd chalrperson 8

sks of Board and Executive Officer
Board and Executive Officer as Colleagues tare the respective tasks of the board and the executive officer? The
nventional answer is that the board makes policy and the executive

cer_ executes it. The trouble with this elegant answer is that no one
nows (or has ever known) what policy is, let alone where its boundaries

Nonprofits waste uncounted hours debating who is superior and who
subordinate — board or executive officer. The answer is that they mu
be colleagues. Each has a different part, but together they share the pla



: 191
150 Board-Staff Relations for the 21st Century Lessons for Successful Nonprofit Governance

lie. As a result, there is constant wrangling, constant turf battleg -
stant friction. _
Effective nonprofits do not talk much about policy. They talk 4
work. They define what work each organ is expected to perform
what results each organ is expected to achieve. One work assignm
the board may be to raise so many dollars in contributions in the ¢
year. Conversely, it may be the work assignment of the executive offie
to recruit a given number of new volunteers the next year and t¢
duce two new programs successfully. Or, the board may commit jtge
a certain number of community appearances by each of its membey
one of the work assignments of the board members of a major rura
operative. The board’s work assignment may include a specified numb
of board-conducted, in-depth andits of individual hospital functig
of intensive meetings with major department heads. For the vestry |
large and rapidly growing evangelical church or the lay board ix
Catholic diocese, the work assignment may be to specify, design, pe
vise, and edit the materials that the church uses to recruit and train v
unteer workers. For the board of a theological seminary, it may’
half-day at each of its bimonthly meetings spent reviewing one of t
school’s educational programs. In the effective nonprofit instifytic
every board committee — indeed, every board member — accep
work program with specific achievement goals. So, too, does the exec
tive officer. :
This has two implications, both still anathema to many non proft
and their boards. First, the performance of the entire board, each k
committee, and each board member and the performance of the exec
tive officer and all key people on the staff is regularly appraised again
preestablished performance goals. (This appraisal is best done by
small group of former board members.) Second, board members and e
ecutives whose performance consistently falls below goals and expect.
tions will resign or at least not stand for reelection. -

isi ical facilities, or youth activities. This
2 fund'ralsci?]f,di?;cfll;ys—m that is, without g'oiqg through the ex-
o ‘i—-with people working in the particular area of the
glscigncern. It thus forces them to “mefidlle.” They had there-
ized so as to meddle constructively. ,
o t;‘et}?;gjstllﬁfy’s oldest nonprofit boards, the Board of Overseé
o d University, which was set up more'than_ f?ur hundre
! Hm‘/agmbers act as visitors to one of the university’s acad.emlc
m 'rglt;nor schools. They meet regularly with the fiepar‘ement, mteX
m?i and students, and appraise the department’s performance. A
fac?;ty eople in academe consider the Harvqrd board the most ef-
f icﬁ the only effective, {\merican university boa;;d. o divide
wever, the board’s meddling must strengthen rather an divide
titution. This requires first that there be no restrictions o contacts
1 board members and staff members. Restrtct:onsf ff_xre in ber{; sase
ffective, and they only make board members and staff mem s sus
ous.: T’hey invite politicking. Nevertheless, the executive 0 ;:
dua'iways to be informed of any contact between a board cpmmith'.ait;
H‘f’?..b__ ard member and a staff member. The Harvard board achieves th
T ing each visitor submit a formal and written report, whnc(t; ‘:f) tg:
first with the academic department and then presente the
.t and the full board. Equally effective but sgmpier is .; comeach
me. entered into by board and staff_‘ members alike — to a‘;f: <
taff member report any board contact immediately to the exicu ive
ficer, preferably in writing and with a copy for the board’mem ert: cod.
This may seem petty. It is. But the executive c.)fﬁc‘:fr $ feax;’c;:r ed-
” and the resentment of board members at being “isolated omf e
zation are, in my experience, the.mam cause of g‘uer'ﬁia‘ warI:n;S
between the two organs of governance in the nonprofit !nstltuttlon.
st impossible to cure. But, it can be prevented by a little elementary

Boards Should Meddle Who is Responsible?
Boards should meddle. To begin with, there is no way to stop them, an
if you can’t lick them, you had better join them. Board members of
nonprofit organization should be committed to the cause. They shoul
be deeply interested and involved in it, they should know the program
and the people who work on them, and they should care. But also, non
profit boards are usually organized in such a way that ‘meddling” is pa
of their job. They work in committees, each with a specific mandat;

'ho should be responsible for an effective board, for the relationship
tween board and executive officer, and for the structure of governance
nonprofit institution? The standard answer is, the board’s chair-
rson. There is only one thing wrong with this: it does not work. ]
at works is to assign responsibility for the effective goverx:lanceho
¢ organization to the executive officer and to make it one of his ord er
key duties. I know the arguments against this: it is risky. There is a dan-
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ger of the board’s becoming the executive officer’s creature aq
Jaineant, a shadow king. It would indeed be greatly preferableif
board chairperson were to take on the duty.

Alas, I have not seen a single one who was willing to do so. It
takes too much time. Wherever I have seen the job done, it required five
years of hard, persistent work. And, that goes well beyond what 5. p
time outsider can spare, no matter how committed he or she may be
Making the organs of governance effective in the nonprofit instituti
and creating the proper relationship between them should therefy _
considered a priority task of executive officers, and it should recejy,
serious consideration when executive officers are hired and appraised:

ion

Positioning Women for

Lessons National Leadership
The lessons from nonprofits that have developed a working and efféctn‘f )
governance structure will not come as a great surprise to many people Shifra Bronznick

the nonprofit world, but they will still not be particularly popular, Iy
deed, they may be quite unpalatable to board members and executiy
officers alike. They clash with the widespread view that nonprofits. ar
governed by good intentions. In fact, non-profits have to be governed b
performance.

At the same time, these lessons contradict the equally widesprea
belief that all a nonprofit institution needs is to be managed in a “mor
businesslike” way. No, nonprofits have to committed to a cause, the
have to have a mission, and they have to be imbued with passion. Nev
ertheless, the growing number of nonprofits that have worked out ar
effective governance structure and the lessons they offer should come.as
a relief to the many dedicated people in the nonprofit world who com- -
plain — some to the point of despair — about the chasm between thi
good intentions and the performance of their institution, whether it isa
church, university, hospital, or community service. It is indeed fairly -
sitnple to make nonprofits effective. It does not require miracles —
needs will and work.

e Jewish community is failing to harness the talents of women 13
{eadership. Women are serious]y.underrepresent_ed on the boards an
among senior officers and executive staff pf nat;onak_]ev.wsh organiza-
tions. with few exceptions. Minority status in leadership circles severely
jmpedes women’s ability to participate in sh_apmg the priorities of the
Jewish communal world. This current gender imbalance has grave future
‘fications for Jewish organizations hoping to compete for the loyalty
| ing generations of Jews. _ .

° Ig::gilf i the gender gap discussed with any .ce‘mdqr in th_e Jewish or-
sanizational world. Women commonly avoid raising it, fearing that thezy
will lose status in the organization and become pigeqnl_lolt?d_ as women’s
ghts advocates, rather than being respected for their 1ndw1dua;11 talents.
‘Meén,. for their part, tend not to recognize _the issue of women’s leader-
“ship as a matter of priority on the organizataol}al.agenda. , o
is is a mistake. It is a matter of great priority. Women’s equality is
‘growing in importance in the eyes of Americans of every background.
“ Anécdotal evidénce indicates that Jewish women are among the most
ent advocates of women’s equality. Research documents that Jewish
“women are among the most highty educated women in the United States.
Close to half of all Jewish women are college graduates, compared with
only 17 percent of non-Jewish white women.' And yet, the Jewish com-
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