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  Preface to the Revised and Updated Edition

  In this little, highly readable book are my learnings from a lifetime of service in a variety of nonprofit and for-profit boards, sometimes as director, often as chair, sometimes as a CEO responsible to a board.

  Doing Good Better is a pragmatic book, dealing with boardroom realities, enriched by what I’ve drawn from other scholars and practitioners. In 26 short chapters and six exhibits, the book covers the whole gamut of a board’s governance responsibility, from servicing the membership to delegating board decisions to the CEO for implementation.

  Nonprofits, and many other organizations, are about doing good. Doing Good Better is about helping them do it better and enjoy it more. May you find ideas and suggestions here that make your board work more effective.

  This revised and updated edition is a complete re-write of my earlier books dating back to 1994. Readers of the earlier editions will find it a useful review, while new readers will find it to be a more complete and renewed presentation.

  More than a recitation of boardroom best practices, Doing Good Better is infused with an attitude of board service. Serving on a board is seen as a privilege, and we should do it with joyful spirits. The benefits of board service accrue to the cause being served, as well as to the director. Those who are willing to serve on the board of a worthy cause are a unique and beautiful class of people who have an other orientation.

  At the same time, board service provides an opportunity to discover and develop new skills while making lifelong friendships. It is truly in giving that we receive.

  So welcome aboard. Roll up your sleeves. Join in Doing Good Better!

  Edgar Stoesz

  Summer, 2015


  CHAPTER 1

  Organizational Greatness Begins with Great People

  Great organizations begin with great people. Apart from people, an organization is only an empty shell. It knows nothing. It can do nothing. It is people that imbue an organization with greatness.

  “The only way anything ever runs itself,” said one successful leader, “is downhill. Trees—have you noticed?—die from the top. That is true also of organizations.”

  In his highly acclaimed book, Good to Great and the Social Sectors, Jim Collins suggests that the formula for organizational greatness is: (a) getting the right persons on the bus; (b) getting the wrong persons off the bus; and (c) positioning them on the bus for maximum effectiveness. Organizational greatness is all about people.

  Building a great board

  Building a better board begins with an objective examination of your current board membership, including the following qualifications:

  Competencies: Do you have on your board the skills needed to give direction to the organization you are directing? This includes professional skills in the field of your endeavor, financial savvy, proven leadership ability, human relations competence, and just plain common sense. What do your directors know? What can they do?

  Representation: Is your board more or less representative of the membership/constituency? Does it include women and men, young and experienced, and persons representing your ethnic and religious diversity? When your supporters see a picture of your board, you want them to say, “We feel well represented by them.”

  Proven performance: Are there directors on your board who are not pulling their weight or whose attendance record is lacking? Harboring dead wood is not just an inert place at the table. It is a negative. It suggests that poor performance is tolerated at the highest organizational levels.

  When the results of this self-analysis are known, you need to act on your findings. The Board Service Committee, an expansion of what was previously known as the Nominating Committee, usually handles this task. It is arguably the most important committee on your board since it holds the key to your future effectiveness.

  A frequently asked question is “How large should a board be?” When a board is too large it becomes unwieldy. Seven to nine is a good number for a small or intermediate sized organization. Twelve is still workable, but anything beyond that becomes unwieldy. An organization with a diverse and scattered membership might feel compelled to have larger boards to achieve broad representation.

  The Nominating Committee is arguably the most important committee on a board.

  Drawing up the list of candidates—and checking it twice

  Once you have identified how many new directors are needed, what competencies are needed, and what representational gaps need to be filled, you are ready to start drawing up the long list of candidates. The Board Service Committee should be in charge of this process. Throw the net out wide. Look for people with a stellar reputation, strong stature and few known negatives. The CEO might have names to suggest, but I caution against constituting a board made up of friends of the CEO.

  In the second step, the long list is pared down to the short list, consisting of not more than three of the lead candidates who are then vetted thoroughly. The board should keep on record the files of any persons not making the short list in case it is necessary to re-open the selection process and/or for future openings.

  The thoroughness of the vetting process depends on how well the candidates are known. A bad choice can cause havoc with board dynamics and raise questions in the public mind. Unseating a director is more difficult than discharging an unsatisfactory employee. When it is necessary to discharge someone to make room for new blood, do it with the utmost of sensitivity and empathy. Boards should never find themselves so desperate to fill a vacancy that they elect someone with whom they are not well acquainted.

  Unseating a director is more difficult than discharging an unsatisfactory employee.

  Even candidates who are thought to be well-known may have some dark spots in their pasts. It is good to do some discreet personal checking. At a minimum, you will want to do a Google search, examine the police record, and have a personal interview. Persons completely unknown should be screened more thoroughly, including, without fail, a personal interview.

  Making the ask

  Once the board has made its selection, its next challenge is to proposition the candidate in such a way as to increase the likelihood of an affirmative response. It is all an academic exercise until the candidate has confirmed acceptance. I find that when the right person is asked at the right time and in the right way, the likelihood of an acceptance is substantially increased.

  Timing of your ask is important. Do not ask someone who is about to have surgery or who has just had a major job change. Do not ask a CPA to become your treasurer when they are in the throes of the tax season. Timing your ask can make all the difference.

  Timing your ask can make all the difference.

  Consider carefully how you ask. Do not be overly casual. Give it the air of importance it deserves. Always do it in person, not by telephone, and never by e-mail. In some cases, do it over a meal or at least a cup of coffee. Many deals are consummated on the golf course. Do whatever works for you, but set the stage for an affirmative reply.

  Finally, consider who does the asking. I attended a meeting recently when one member volunteered, “Permit me—he owes me big time!” He was deputized and got his trophy! Quid pro quo often works. If you have a really important candidate in mind, get your chairperson to do the asking. It communicates the importance you want to convey.

  Big people respond to big challenges. Small bait only attracts small fish.

  Whatever you do, do not dumb down the position, hoping to improve your chances of getting an acceptance. That only sets the stage for a lukewarm director. Big people respond to big challenges. Small bait only attracts small fish.

  After meeting with a candidate, follow up your ask with a letter summarizing your invitation. Do it before he or she has had an opportunity to reply. Keep the momentum moving in your favor.

  Seating the new director

  When the election has occurred, you have one more challenge. That is to help your new member to become a contributing member of the board. A thorough orientation can be seen as an acceleration lane. The board chairperson and the CEO should meet with the newly elected member to learn her/his particular interests and abilities. They should provide a packet of materials, including recent board meeting minutes, a copy of the bylaws, and a board manual. The new director should be briefed on the organization’s history and current issues. A time of transition is a good time to effect change in your corporate culture and way of doing business.

  Your board is now fully constituted, and you are ready to go to work. But before a board can be effective, it must understand its governance role as distinct from the role of management. That is the subject of Chapter 2.

  A board must understand its governance role as distinct from management.

  Use the Board Self-Assessment Form attached as Exhibit A. Tailor it to your particular circumstances if you wish.

  
    DISCUSSION QUESTIONS

    1.   Does your board have within its membership the needed competencies?

    2.   Is your board representative of the membership/supporting body?

    3.   Does your board have a succession plan to keep it strong and to avoid costly gaps in membership?

  


  CHAPTER 2

  Helping Directors Understand Their Governance Role

  An organization is made up of two parts: governance, which is the responsibility of the board of directors, and management, or operations, which is delegated to the management under the direction of the CEO. To be effective and to discharge its responsibilities faithfully, a board must understand this distinction. It is illustrated below.

  The Big X

  Management-Centric X

  The board’s role is minimal. Management has assumed most functions, whether by delegation or default. The board essentially rubber-stamps reports, budgets, and plans prepared by management. The board’s role is basically advisory.

  Management has taken ownership of the enterprise. It keeps the board generally informed, and the board dutifully approves legal documents that require board action. Beyond that, the board’s role is minimal.

  Board-Centric X

  Here the board is dominant. It reserves to itself all major decisions, sometimes dipping into management’s domain. It prides itself on being hands-on. Its meetings are long and frequent. Its critics say it micro-manages.

  Management does as it’s told. It is not expected to play a major role in decision-making. In fact, things go better when it doesn’t.

  Partnership Model X

  The board exercises its fiduciary role through establishing the organization’s vision and mission. It delegates implementation to management under the direction of the CEO, along with basic policies that define the sphere within which management is authorized to operate. The board evaluates the performance of the CEO and participates with staff in evaluating program performance annually.

  Management accepts its accountability to the board. It assumes responsibility for program implementation with the parameters established by the board. The CEO keeps the board well informed. When a major decision is needed, the CEO brings a recommendation for board approval.

  This appears simple and straightforward, but in experience this important distinction between governance and management often becomes unclear, resulting in confusion. When a board understands this distinction and adheres to it consistently, it becomes easier for management below the Big X line to define itself. The importance of this distinction cannot be over emphasized. It is step number one in organizational effectiveness.

  Governance and management complement each other.

  Governance and management are both necessary, to be sure. They complement each other. They are partners. The German proverb says it well: “One hand washes the other.” The line that separates these two organizational functions should, however, not be thought of as a stone wall. The wavy line in the following illustrations is meant to illustrate that the line is negotiable. More on this later.

  When I was chairman of Habitat for Humanity International, I participated in four Jimmy Carter blitz builds. I took orders from the house foreperson—whoever that was. I was a volunteer builder like all the others. That I was chairman of the board gave me no special status. A build was not a board event.

  The distinction I’m making does not preclude directors from engaging in a below-the-Big-X-line activity. A director may flip hamburgers at the annual fundraiser, but when doing so, s/he is serving as a volunteer, perhaps under the direction of a staff member. In this capacity, the director has no board authority. In fact, a director’s authority applies only when the board is in session, having a meeting.

  The responsibility for making this distinction rests first with the board. When the board upholds this distinction, it is easy for management to define itself correctly. When a board abdicates its governance role, or when it becomes excessively involved in management, the result is wholesale confusion and duplication of effort.

  Dividing the function between board and management

  Having established the distinction that exists between governance and management, we now address in more detail where this line is drawn in everyday experience. In other words, how is it decided what gets put on the board agenda and what is within the authority of the CEO?

  [image: image]

  Management-Centric X

  Remember that legally the members “own” the enterprise, including all its authority and assets. The members elect a board of directors and confer on it the authority and responsibility to fulfill the functions for which the organization exists. The board in turn employs an executive who works under the board’s direction.

  [image: image]

  Board-Centric X

  Those relationships, while simply described in one paragraph, are the subject of much organizational dispute and misunderstanding. Tension and uncertainty often develop around how much decision-making authority a board reserves to itself and what it delegates to management, subject to what understandings.
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  Partnership Model X

  Many boards seem blissfully unaware that the issue of authority is being overlooked or perhaps mishandled. Boards often are content to step aside and function as little more than the CEO’s cheerleaders.

  At the same time, too many CEOs are required to function without clarity about what is expected of them and what limits are placed on their authority. Some risk plunging into the resulting vacuum or exploit it by expanding their role beyond what was intended.

  The interplay between the board and the CEO is sometimes likened to a dance, complete with the occasional stumbles. The extremes are illustrated on page 9.

  Where this distinguishing line between board and management responsibility is drawn is a decision each board must make for itself. In most organizations, it happens as a pattern emerges. But it should be subject to deliberate review, not by default or, heaven forbid, by a power play. Of utmost importance, whatever delineation emerges, it must be upheld in practice with consistency. For boards to play the here-it-is, here-it-isn’t game is unfair to the CEO.

  It should also be understood that it is appropriate for the line to move as a relationship develops. An experienced executive deserves more authority than someone less experienced.

  Only after a board has defined itself is it ready to define the role of the executive it employs to carry out its instructions.

  Having now seated a competent board and defined its role in relationship to the operations, we are now ready to discuss in more detail the six duties of a board.

  
    DISCUSSION QUESTIONS

    1.   Does your board understand and practice its governance function as distinct from management, as illustrated in the Big X?

    2.   Does your board need to review and update the division of function between the board and management (CEO) as illustrated with the three Xs?

    3.   Are the board and management (CEO) functioning as an effective partnership? Do they understand and respect their own individual roles and the role of the other?

  


  CHAPTER 3

  Defining the Purpose—Duty #1

  Organizations exist for a purpose. An organization without a purpose is like a car without wheels. The first duty of a board is to define that purpose and state it in clear and compelling terms. A statement of purpose lays out what the board, in its fiduciary capacity, is undertaking to accomplish on behalf of its members or constituents. Directors begin this process by addressing three basic questions:

  1.   What do our members or constituents expect? Why do they support the effort? Although these expectations are seldom stated in written form, members and constituents have them, and they are entitled to them.

  Directors must be alert to these expectations. Good directors have good antennas. They have their ears to the ground. They take careful note of what members do or do not support, what they value, what they will not tolerate, and whom they elect.

  Good directors have good antennas.

  Expectations will change over time, and there are occasions when directors must educate members. But in the end, an organization is viable only if its activities are understood and supported by its constituency.

  2.   What need are we addressing? This line of inquiry will help to answer Peter Drucker’s rhetorical question: “What is our business?” A board answers this question in its vision and mission statements that guide program formulation. A successful organization always has a defined purpose, even as an airplane pilot always has a destination.

  There are well over a million nonprofit organizations in the United States and Canada, all focused on defined needs. They may be as varied as schools, hospitals, or a Society for the Preservation of Covered Bridges. Directors must identify the particular need to which they feel called, which must be consistent with member expectations.
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