Operating Principles for Boards of Directorsof Nonprofit Organizations: 
 an Overview*
1.    THE BOARD OF DIRECTORS IS LEGALLY RESPONSIBLE AND ACCOUNTABLE FOR ALL 
      ASPECTS OF NONPROFIT ORGANIZATION OPERATIONS. 

It is the first responsibility of a nonprofit organization's Board of Directors to assure that the organization meets all legal requirements related to program and fiscal management.  Board members are liable for the consequences of negligence on the part of the organization, although a director is generally not held personally liable so long as s/he acts responsibly, in good faith, and with the best interests of the organization as his/her primary concern.  A legal principle is whether the individual discharged his/her duties in the manner that would be expected from a "reasonably prudent person," acting in good faith.
2.     THE BOARD IS RESPONSIBLE FOR FISCAL OVERSIGHT, ACTING AS 
        TRUSTEES OF THE ORGANIZATION ON BEHALF OF ITS FUNDERS. 

A principal aspect of the Board's legal responsibility involves assuring sound fiscal management.  There are three common violations of this fiscal, or fiduciary, responsibility:
· Mismanagement is a failure by the Board to adhere to fundamental management principles -- lack of planning, failure to set up adequate controls and reporting systems, failure to review reports to identify problems, drawing of improper conclusions from the information provided, or action which is in conflict with the available information. 

· Non-management is similar, but involves failure to use available opportunities and mechanisms for good management -- failure to review data and reports, failure to use existing control systems, or failure to attend committee or Board meetings. 

· Self-dealing, the most serious violation of a Board's fiduciary responsibility, involves action by Board members for their possible personal gain.  Self-dealing refers to a Board member's acting in his/her own best interest rather than in the best interests of the organization.  To avoid even the appearance of self-dealing, many Boards do not allow Board members to vote on -- or otherwise try to influence -- any decisions which might benefit them financially or in other ways.  In addition, Board members are expected to disclose any possible financial interests they might have in Board decisions.  For example, if a Board member were part-owner of an entity being considered for a contract, to fail to disclose this relationship, or to vote on the contract, would give the appearance of self-dealing.  The extremes of self-dealing involve illegal actions such as embezzlement. 

          Ways to prevent possible problems include preparation and adoption of policy statements dealing with Board responsibilities and especially with fiscal-related aspects of these responsibilities, and clear requirements for disclosure of financial or other personal interests in any entities doing business with the organization.  An active committee structure, particularly Executive and Finance committees, also helps prevent problems related to fiscal management and Board oversight.
3.     THE BOARD HIRES, SUPERVISES AND EVALUATES THE EXECUTIVE DIRECTOR. 

        One of the most important responsibilities of the Board of Directors of a nonprofit organization with staff is the supervision of the "chief staff officer," usually called the Executive Director.  Their responsibilities include recruitment, hiring, supervision, support, evaluation, and, if necessary, termination.  In most organizations, the Board selects and supervises the Director, who in turn is fully responsible for personnel actions involving all other staff.
        Some nonprofit organizations have as their chief staff officer an individual who is also a voting member of the Board of Directors.  This individual may be called the Executive Director, but is more often titled the President and Chief Executive Officer.  This structure, which uses a modified corporate model, does not reduce Board responsibility for supervision, but does give the chief staff officer additional stature.  It is used most often where the Director is expected to serve as spokesperson for the organization, and where a strong and visible leader is sought. 

        Relations between a Board and its Executive Director are among the most important determinants of an organization's effectiveness.  Some tension is appropriate, since they represent two different and necessary perspectives on the organization.  However, good communication, a high level of trust, and mutual respect are extremely important.  The Board Chairperson usually has primary responsibility for day-to-day contact with the Executive Director, and should take responsibility for assuring appropriate information sharing and interaction between the Board and Executive Director.

4.     THE BOARD ESTABLISHES POLICIES FOR THE ORGANIZATION, SETS ITS GOALS, 
        AND AUTHORIZES PROGRAMS TO BE OPERATED; STAFF ARE RESPONSIBLE OR 
        POLICY AND PROGRAM IMPLEMENTATION. 

        Setting policy for the organization is a basic Board responsibility. Staff may draft policy options or goals and develop potential programs, and should be involved in their consideration, but the Board must approve them, as it must approve the acceptance of grants or contracts.  Staff, through the Executive Director, are then responsible for implementing policy and carrying out programs.  Understanding of this basic differentiation of roles between the Board and staff can help assure positive Board-staff relations. 

        One of the areas of confusion between Board and staff roles sometimes occurs when an organization is new and/or small, and its Board members play a quasi-staff role. Many organizations make extensive and effective use of volunteers.  It is important for Board members who also serve as program volunteers to make a clear distinction between these two roles.  When acting as a Board member, generally in a formal meeting, the individual sets policy and is one of the Executive Director's "bosses."  When serving as a program volunteer (e.g., volunteer attorney, teacher, counselor), the same individual is helping to carry out the organization's program.  If the Executive Director has full authority for program implementation, the Board member-volunteer should be working under staff supervision.  Sometimes Board committees retain some direct program responsibility, especially if the organization is small and has few staff.  Volunteers may be accountable to the Executive Director or to a Board committee.  It is very important that the roles and responsibilities of the Board and the Executive Director be very clear.  Staff cannot be held accountable for the results of program activities unless they have full authority for program implementation.   Without clear lines of authority and responsibility, organizations may find that using Board members as program volunteers can be extremely damaging to Board-staff relations, and may discourage volunteer activity and complicate the process of development from a largely voluntary organization to an agency with funded programs and paid staff.
5.     THE BOARD OF DIRECTORS SETS PROGRAM OBJECTIVES, AND EVALUATES THE RESULTS 
        OF AGENCY OPERATIONS -- AS WELL AS ITS OWN PERFORMANCE. 

      This planning and evaluation responsibility is essential if the Board is to fulfill its legal responsibilities for program oversight.  Once an organization is well-established, it is often helpful for the Board to work with staff in development of a three- or five-year plan which includes numerical objectives which provide a basis for judging agency progress and success. 

        Measurable program and fund-raising objectives are a necessary foundation for evaluation, and should be developed annually for all major agency components and projects.  It is extremely important that evaluations be based on objective, predetermined criteria, and not on subjective opinions.
      At a minimum, the Board should regularly review progress reports and arrange for periodic assessments of the agency's operations.  One way to do this is to use annual or multi-year agency objectives as the basis for assessing both the agency and the performance of the Executive Director.
        Staff should assist with the monitoring and evaluation process, and typically will do most of the actual collecting of information and preparation of reports, but the Board has ultimate responsibility for program oversight.
      The Board should also hold itself accountable -- setting clear standards and monitoring its own performance.  This means establishing Board objectives and determining the extent to which they are met.  It means having a consistent procedure for assessing the performance of individual Board members, as a part of determining whether they should be nominated for re-election to an additional term of office.  It also means developing and enforcing rules of ethics, including conflict of interest policies, that require a high standard of integrity from Board members in all activities that relate to or may affect the reputation of the organization.
6.     BOARD MEMBERS PLAY A CRUCIAL ROLE IN RESOURCE DEVELOPMENT, 
        ESTABLISHING FUND-RAISING GOALS AND HELPING TO IDENTIFY, CONTACT, AND 
        MAKE VISITS TO POTENTIAL FUNDERS. 

      Board members have two basic fund-raising responsibilities: to make a personal contribution and to help raise money from other sources.  Most organizations believe that the amount of the individual contribution is far less important than 100% participation, which makes a valuable statement to potential private-sector funders about the organization's community credibility. 

        Often, private-sector funders (including United Way) believe that Board members, as volunteers, are more effective as fund raisers than staff alone, because they reap no financial gain from the funds raised for an agency.  Board members are seen as disinterested individuals whose loyalty to the organization suggests that the agency is worthy of funding.  Board members are thus expected to be actively involved in the solicitation process, making visits to potential funding sources.  Often, Board members can also help identify potential funders with whom they have a personal relationship; for example, a Board member may attend the same church as the president of a local company which might contribute to the organization.
        As nonprofit service organizations depend increasingly upon private-sector funds to support their operations, the role of the Board in fund raising becomes more important than when funds were obtained from a small number of public sources.  One problem often faced by  organizations is that their Boards were typically structured to meet other needs, not to provide private-sector fund-raising contacts.  Thus older agencies must sometimes either (a) rethink their Board structure, adding members with resource development skills and contacts, or (b) establish a resource development or corporate advisory committee including non-Board members to serve a similar purpose.

7.     THE BOARD OF DIRECTORS ESTABLISHES PERSONNEL POLICIES AND PROCEDURES, 
        AND SERVES AS THE LAST POINT OF APPEAL IN THE GRIEVANCE PROCESS. 

      While the Executive Director generally has major responsibility for hiring and terminating staff and for implementing personnel policies, the Board must adopt such policies.  Written procedures are an important legal protection for both the organization and its employees, and should be reviewed and updated regularly.  Handbooks are available to guide this process, and often the organization can obtain useful advice from its Legal Counsel or from a local association of nonprofit organizations.
        Most nonprofit organizations also have a grievance procedure which allows staff to go to the Board as a last step, after staff review and action have already occurred.
        The distinction between policy making and policy implementation is important here; the Board sets personnel policies and hires and evaluates the Executive Director; the Executive Director hires and evaluates other staff, and assures that personnel policies and procedures are followed.  But the Board retains the responsibility of review in grievance cases; this is important since the Board is a legal entity which may well be sued in a personnel action.
8.     A BOARD'S OFFICERS ARE ITS LEADERS, AND THUS SHOULD BE ELECTED BY THE 
       MEMBERS OF THE BOARD AND BE AMONG THE MOST KNOWLEDGEABLE AND 
       EXPERIENCED BOARD MEMBERS. 

        Generally, Board officers include at least a Chairperson, Vice Chairperson, Secretary, and Treasurer (sometimes the last two positions are combined, particularly where staff are responsible for actual preparation of minutes).  Typically, officers are elected annually, and often the total number of terms they may serve is limited by the organization's bylaws.
        The officers, often along with Committee chairpersons and one or more additional Board members, make up the Executive Committee. In many organizations, the Executive Committee may act on the full Board's behalf between Board meetings.

9.     COMMITTEES OF THE BOARD PERMIT WORK TO BE DIVIDED SO THAT NECESSARY TASKS 
        CAN BE PERFORMED EFFECTIVELY, AND SO THAT THE SPECIAL TALENTS OF ALL 
        BOARD MEMBERS CAN BE USED. 

        Most agencies have several standing, or permanent, committees, and some ad hoc or special committees which are established for a limited period to meet some special need, and sometimes advisory committees which provide consultation rather than policy oversight.  Most typical standing committees are: 
  

· Executive; 

· Finance (sometimes combined with Personnel into a Finance and Administration Committee; may include an Audit Subcommittee); 

· Personnel (sometimes combined with Finance as described above); 

· Program (there may be several different program committees, if the agency is large and/or engages in several different types of programs); 

· Nominations (or Board Development, which includes nominations, Board training, and Board monitoring and self-assessment); and 

· Resource Development or Fundraising. 

        In addition, two other essential functions are sometimes handled by separate committees, and sometimes within other committees:
· Public Information/Media is often a part of Resource Development based on the assumption that public visibility is an essential part of fund raising. 

· Planning and Evaluation may be handled within the Program committee or there may be a separate oversight committee. 

        Standing committees are typically identified in the agency's bylaws.  Usually the Board Chairperson appoints committee members, with consultation to assure adequate consideration of Board member interests and preferences.
        Some organizations make sure that all committee chairs are selected from among the members of the Executive Committee, in order to improve coordination and communication.
        Ad hoc or "special" committees might be formed for many purposes, usually for activities which are temporary rather than ongoing.  Such committees often have a clear time limit.  Frequently, a special committee will be formed to oversee a special fund-raising event, help develop a long-range plan, or -- in the absence of a Personnel Committee -- carry out a search for an Executive Director.  Some agencies have policies regarding the membership of such committees; for example, they may permit non-Board members to sit on these committees, or they may require that every ad hoc committee be established for a specified period of time, by Board action.
        Advisory committees might include a corporate advisory committee or an advisory committee to a particular component or project.  Advisory committees provide consultation, ideas, and suggestions -- advice -- but do not set policy, which differentiates them from standing committees.  Also, they usually include non-Board members with particular skills.  For example, an advisory committee to a youth-oriented substance abuse prevention project would include youth and substance abuse specialists. 

        Generally, much of the work of a Board is done through its committees. They should meet regularly, with a specific agenda, and should be prepared to report to the full Board and to provide recommendations concerning policy decisions in their area of responsibility.  For example, the Program  Committee should review proposed programs and recommend their acceptance or rejection, with or without refinement.  The Finance Committee should review the staff's proposed annual budget, and recommend its adoption with or without modifications.
        Committees tend to be most effective when they have clear and specific responsibilities, preferably stated in writing, in agency bylaws or policy statements.  They also need an effective chairperson, who is both knowledgeable in the appropriate subject areas and willing to spend time and take a leadership and a facilitating role, to make the committee effective. Members should be chosen for their interest and skills in necessary subject areas, and should be committed to regular committee meeting attendance.  Staff support is also very important, both to assure that needed reports and background materials are provided and to attend meetings and offer other needed information and staff perspectives.
        Finally, meetings should be scheduled ahead, materials sent out ahead, and length of meetings controlled through keeping to an agenda and making clear the decisions which must be made -- the action items -- at each meeting.
10.    MEETINGS ARE THE PRINCIPAL MECHANISM THROUGH WHICH BOARDS CARRY OUT 
        THEIR LEGAL RESPONSIBILITIES. 

       Board meetings are the time for policy consideration and decision making.  They also provide an opportunity for Board members to learn more about the agency, and for staff to provide reports and interact with the Board, thus improving communication.  Reporting agency successes provides motivation for Board members to increase their agency involvement.  But the Board should not lose sight of the fact that the meetings provide the principal opportunity for Board members to exercise their oversight and policy-setting responsibilities.  It is important that decisions be made both wisely and in a timely manner, to help assure efficient agency operations.
       Most local nonprofit Boards meet either monthly or every other month. Quarterly meetings are the minimum, but are sufficient only if the Executive Committee plays an active role and meets more frequently.  Monthly or bimonthly Board meetings are typically appropriate for most small agencies and for organizations with relatively small Boards.  Where a Board is very large (e.g., 30 or more people), then the Executive Committee typically becomes more important, since it is much smaller.
       For efficient meetings, dates should be scheduled well in advance, agendas and materials should be sent to members for pre-meeting review, and meetings should be conducted using basic parliamentary procedures.
        Community-based organization boards tend to meet in the evening, since Board members may have jobs from which they cannot obtain release time during the day.  If a Board consists largely of professionals or people who are not working, these Board members often can attend meetings during the day, but such meetings are typically shorter than evening meetings, because of the press of other work responsibilities.
       Running efficient meetings can be a major challenge.  It is important for the Chairperson to balance the need for full debate and discussion on an issue with the need to make decisions in a timely fashion, and avoid overly long meetings.  Meetings which run beyond the scheduled completion time often contribute to frayed nerves and short tempers, and items low on the agenda frequently are not acted upon or else not fully discussed before action is taken.  In addition, Board attendance tends to be better when meetings are efficiently run and end on time.  The use of basic parliamentary procedures is very helpful in keeping discussion relevant, and also assuring that procedures used are consistent and fair.
       Meeting attendance is generally improved by setting a regular meeting time -- for example, 6:30 to 9:00 p.m. on the third Tuesday of each month.  Any changes in the meeting date should be made at least a month ahead, at the prior meeting.  A meeting notice should be sent out well ahead, and a meeting agenda and background materials should also be sent out at least a few days ahead, for review prior to the meeting.  In addition, the minutes of the previous meeting should be prepared and sent out, so that unfinished business is identified and all Board members are aware of prior discussions, even if they were unable to attend the prior meeting.
       Board meetings are made more efficient if committees have done their work.  They then bring options and recommendations to the full Board, so that some of the discussion which would otherwise occur at Board meetings is handled in the committee meetings instead.  Committees need to be active and that they should contain a representative sample of Board members, so that the full Board will trust the judgment of the committee and will generally take its advice.
        The committee chair should be prepared to provide a full report to the Board, and some discussion is then necessary, but -- except for controversial or critical decisions -- the work of the committee should significantly reduce the time spent on an issue in the full Board meeting. If this is not the case, if the Board repeats the discussion of the committee, such time is spent on this second discussion, and the work of the committee is wasted.  When this occurs, the committee structure is likely to break down -- why bother to have a separate meeting if the entire debate will be repeated? -- and Board meetings are likely to become extremely long.
       Some Boards tend to operate on the principle that they require consensus for their actions.  This decision is, of course, up to each Board, but effective consensus decision making requires training and a common commitment to the process.  Effective Boards recognize that on some issues, full agreement is not possible.  Board members in effect agreeing when they join the Board to abide by the will of the majority, and to accept the decision-making process which has been chosen by that body.  They should be prepared to support decisions whether or not they are in total agreement with them.  In return, it is up to the Board to assure full debate on divisive issues, and to seek compromises rather than adopting policies which enjoy only narrow majority support.  The Chairperson of the Board usually has major responsibility for developing an atmosphere of trust and respect, and for assuring that everyone feels s/he has a chance to express opinions and receive a fair hearing.  It is also the Chairperson's responsibility to assure that agency goals and priorities are kept in mind during policy debates.
       The Executive Director is an important participant in all Board meetings, since s/he provides information and policy recommendations needed by the Board.  In an effective Board, there is a good balance of influence and power between the Board and Executive Director, and a clear understanding of their respective roles.  The Chairperson runs the Board meetings, and the Board carefully considers its policy options before making decisions.  The Executive Director provides information and offers his/her opinion, but does not dominate discussion.
       Attending Board meetings is just one Board responsibility, but it is an essential one.  Many Boards have adopted policies or bylaws provisions which require a minimal level of attendance.  Board members who fail to meet these requirements do not remain on the Board.

____________________________ 

*  This overview was originally prepared by Emily Gantz McKay for the National Council of La Raza, with use of two references on nonprofit Boards: The Citizen Board in Voluntary Agencies, a publication of the Volunteer Leadership Development Program of United Way of America prepared in 1979 and available from United Way of America and local United Ways; and The Effective Voluntary Board of Directors: What It Is and How it Works, by William R. Conrad and William E. Glenn, Chicago: The Swallow Press, 1980.  Last revised May 1999, for MOSAICA. 

