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| Is your board adding value or simply wasting
its members’ time!

The New Work of the Nonprofit Board

by Barbara E. Taylor, Richard P. Chait, and Thomas P. Holland

Effective governance by the board
of a nonprofit organization is a rare
and unnatural act. Only the most
uncommon of nonprofit boards
functions as it should by harness-
ing the collective efforts of accom-
plished individuals to advance the
institution’s mission and long-term
welfare. A board’s contribution is
meant to be strategic, the joint prod-
uct of talented people brought to-
gether to apply their knowledge and
experience to the major challenges
facing the institution.

What happens instead? Nonprofit
boards are often little more than
a collection of high-powered peo-
ple engaged in low-level activi-
ties. Why? The reasons are myriad.
Sometimes the board is stymied by
a chief executive who fears a strong
board and hoards information, seek-
ing the board’s approval at the last
moment. Sometimes board mem-
bers lack sufficient understanding
of the work of the institution and
avoid dealing with issues requiring
specialized knowledge. Individual
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board members may not bring them-
selves fully to the task of gover-
nance, because board membership
generally carries little personal ac-
countability. And often the powerful
individuals who make up the board
are unpracticed in working as mem-
bers of a team. No matter which
cause predominates, nonprofit board
members are often left feeling dis-
couraged and underused, and the or-
ganization gains no benefit from
their talents. The stakes remain low,
the meetings process-driven, the
outcomes ambiguous, and the delib-
erations insular. Many members
doubt whether a board can have any
real power or influence.

The key to improved performance
is discovering and doing what we
call the new work of the board.
Trustees are interested in results.
High-powered people lose energy
when fed a steady diet of trivia. They
may oblige management by dis-
cussing climate control for art exhi-
bitions, the condition of old steam
lines, or the design of a new logo, but

Copyright ©2000. All Rights Reserved.

they get charged up when searching
for a new CEOQ, successfully com-
pleting a capital campaign, or devel-
oping and implementing a strategic
plan. New work is another term for
work that matters.

The new work has four basic char-
acteristics. First, it concerns itself
with crucial, do-or-die issues central
to the institution’s success. Second,
it is driven by results that are linked
to defined timetables. Third, it has
clear measures of success. Finally, it
requires the engagement of the orga-
nization’s internal and external con-
stituencies. The new work generates
high levels of interest and demands
broad participation and widespread
support.

The New Work Requires
New Practices

The new work defies the conven-
tions that have regulated board be-
havior in the past. Whereas the cus-
tomary work of a nonprofit board
is limited to scrutinizing manage-
ment, the new work requires new
rules of engagement and unorthodox
ways of fulfilling a board’s responsi-
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bilities. The pressures on most non-
profits today are too great for the old
model to suffice. Nonprofit leaders
can take the following steps to im-
prove board practices:

Find out what matters. Tradition-
ally, nonprofit boards and CEOs
have agreed that management de-
fines problems and recommends so-
lutions. A board might refine man-
agement’s proposals but rarely
rejects any. Why? Few trustees know
the industry or the institution well
enough to do more, and those who
do dread being labeled as meddlers
or micromanagers. Board members
sometimes are made to feel that ask-
ing a thorny question or advancing
an alternative opinion is disloyal to
the administration. A vote on an is-
sue is a vote on the CEO. But how
can a reactive, uninformed board
know what opportunities the orga-
nization is missing? And how much
damage must the organization sus-
tain before the board realizes some-
thing is amiss?

To do the new work, trustees and
management together must deter-
mine the important issues and the
agenda of the organization. Trustees
need to understand what the CEO
sees as the critical issues. They also
need to know what other stakehold-

ers and industry experts think, be-
cause no chief executive knows
enough to be a board’s sole supplier
of information and counsel. Knowl-
edgeable trustees can help inform
the CEO’s judgment. They can also
perform a useful function for the
CEO by focusing the organization’s
attention on issues that are unpopu-
lar within it or that fall outside the
staff’s capabilities. In addition, the
board can find out what matters by
engaging in the following four sets of
activities:

Make the CEOQ paint the big pic-
ture. The litmus test of the chief ex-
ecutive’s leadership is not the ability
to solve problems alone but the ca-
pacity to articulate key questions
and guide a collaborative effort to
formulate answers. As one member
of a museum’s board observes,
“What I want most from the presi-
dent are the big ideas.” The CEO
must be willing to share responsibil-
ity, and the board must be willing to
follow the CEQ's lead—and ask ques-
tions. “If you don’t do that,” says
one college’s trustee, “the board
doesn’t really have a clue about what
is going on. When a problem arises
and the CEO needs the trustees,
they won’t own the problem or be
willing to help solve it.”

HARVARD BUSINESS REVIEW  September-October 1996

The CEO should review the orga-
nization’s foremost strategic chal-
lenges annually with the board. The
board, for its part, must consider
whether the CEO accurately tar-
geted and defined the issues. This is
a moment, maybe the moment, in
which the board adds value. Togeth-
er, the CEO and the board must
agree on the institution’s priorities
and strategic direction. Those con-
siderations, in turn, will shape the
work of the board and its evaluation
of the CEO.

The board of a college in the South
has formalized this process success-
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fully. At a retreat each January, the
CEO and the trustees rank the most
important challenges facing the in-
stitution. Then the board structures
its committees to reflect those prior-
ities. Last year, for example, the
board concluded that marketing and
technological infrastructure were its

The new waork reguires
that boord members and
CEDs get to know their
institulions’ stakeholders,

top concerns. The board formed task
forces of trustees and constituents
to study those issues, to specify the
decisions the board would have to
make during the coming year, and
to clarify the board’s needs for in-
formation and education. At the May
board meeting, the task forces pro-
vided initial reports, and the board
decided how to organize in order to
pursue the issues. Trustees also de-
veloped measurable expectations for
the president that were linked to the
board’s top concerns.

Get to know key stakeholders.
Boards and CEOs have to know what
matters to the constituents they
serve. The interactions of the old
work - which were mostly social
events and show-and-tell sessions —
will not do. The new work requires
two-way communication. As a col-
lege president remarks, part of the
reason for such communication is
“to make the board vulnerable to
constituents” —to make it accessible
and accountable rather than insulat-
ed from the ordinary life of the insti-
tution. In that spirit, the boards of
several colleges now meet routinely
with leaders of student, faculty, and
alumni bodies to explore matters of
common concern.

Consider the example of a residen-
tial treatment center for children
with emotional disabilities. When a
major benefactor died, the center
needed to find new sources of in-
come. While interviewing leaders of
social service organizations (a major
source of referrals}, several board
members were shocked to discover
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that the center was seen as elitist
and interested only in easy cases. In
fact, many professionals referred the
easy cases to less expensive care and
assumed that the center would re-
ject the difficult ones. Alarmed by
these misperceptions, the trustees
formed a task force to guide a pub-
lic relations effort. The
board expanded to in-
clude trustees with ties
to sources of referrals and
strengthened its relation-
ships with other con-
stituents through educa-
tional events and joint
programming. “I want to
make sure this board is
never again so out of touch with its
community,” said the board’s chair
at the end of the process.

Close ties between the board and
constituents unnerve CEOs who are
determined to be the board’s sole
source of information and fear that
direct communication between
trustees and stakeholders will weak-
en time-honored lines of authority.
That reaction puzzles board mem-
bers; as one college trustee asks,
“Why not have students talk to
trustees? What’s there to hide?
These are our clients. I'm old enough
and smart enough to know that
some people just want to complain.
Trustees are as qualified as the presi-
dent to interpret the views they ex-
press. The closer I get to reality, the
better I can sympathize with and
help the CEOQ.”

Consult experts. Many nonprofits
are susceptible to competitive forces
and to changes in public policy. Con-
sider, for example, the impact on
museums of cuts in funding by the
National Endowment for the Arts,
or the effect on hospitals of efforts to
reform federally funded health care.
Unless trustees understand the basic
economics, demographics, and poli-
tics of the industry, boards will be
hard pressed to separate the trivial
from the significant and the good
news from the bad. The new work
requires learning about the industry
from many sources.

One of those sources should be ex-
perts on the board itself. Although
boards regularly recruit trustees
with expertise in functional areas

like finance, law, and marketing, the
new work requires a board to have
more than a few trustees with rele-
vant professional expertise: physi-
cians on a hospital’s board, academ-
ics on a college’s board, social
workers on a clinic’s board. Expert
trustees can guide fellow board
members through a foreign culture.
For example, one Ivy League institu-
tion counted a former university
president among its board members.
At one point, he criticized his col-
leagues for second-guessing the ad-
ministration’s disciplining of a fra-
ternity, saying, “I'd be furious if my
board did this.” The board backed
off. And at a liberal arts college, a
trustee who was a professor at an-
other school helped educate the
board about the complexities of
measuring teaching quality and re-
allocating academic positions from
departments with declining enroll-
ments to those with growing de-
mand. At the same time, he helped
establish the board’s credibility with
the faculty.

Another source of knowledge is
outside experts. They can help
boards understand competition,
client demographics, trends in gov-
ernment support, and public policy
debates. For example, the board of a
Protestant theological seminary
faced with declining enrollment
conferred with experts on profes-
sional education, the economics of
religious education, and the demo-
graphics of its own denomination.
The trustees learned that their de-
nomination’s population would con-
tinue to decline, further eroding fi-
nancial support for the seminary and
job opportunities for new ministers.
On its current course, the institu-
tion would be bankrupt in a few
years. The seminary decided to
leverage the strength of its high-
quality faculty by becoming a re-
source to the broader Protestant
community, offering theological ed-
ucation to laypeople and continuing
education for church workers and
ministers, both on campus and in lo-
cal churches.

Decide what needs to be mea-
sured. Corporate boards typically
monitor a limited number of perfor-
mance indicators. Those vital signs
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convey the company’s overall condi-
tion and signal potential problems.
Nonprofit boards often lack com-
parable data, largely because the
trustees and the staff have never de-
termined what matters most.
Together, the board and manage-
ment should identify 10 to 12 criti-
cal indicators of success. For a col-
lege, that may mean scrutinizing its
tuition discount (the average remis-
sion the institution gives to students
as financial aid). For a museum, it
may mean measuring its total return
on endowment investments. For a
hospital, the board may monitor oc-
cupancy rates. Distinctive strategies
can suggest novel measures. A
boarding school focusing on com-
puter literacy monitored the ratio
between students’ dial-ups to the
campus network and their phone
calls from their dorm rooms for piz-
za delivery. A rising percentage of
network calls meant that students
were becoming more comfortable
with new technology. Using compa-
rable creativity, an orchestra with an
aging subscriber base monitored
ticket sales to single people in their
twenties and thirties who had at-
tended chamber music programs
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with wine and cheese receptions
held afterward.

Graphic comparisons against pro-
jections, past performance, or indus-
try norms focus a board’s attention
on crucial issues and remind trust-
ees that the ultimate goal of the
board is to influence those indica-
tors in a positive way. As the CEO of
a college in the Midwest says, “We
have a set of key performance in-
dicators, explicitly linked to the
strategic plan, that
are reviewed at every
meeting. We even put
them on a pocket-size
card that trustees can
carry around.”

Act on what mat-
ters. In the world of
the old work, the lines
were clearly drawn:
the board remained on the policy-
setting side of the net, management
on the implementation side, and so
the game of governance was played.
In the new work, the board and man-
agement are on the same side of the
net as partners in both roles. The
question is not, Is this an issue of
policy or implementation? Rather,
the question is, Is the issue at hand
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important or unimportant, central
or peripheral?

Today few nonprofits can risk bar-
ring the CEO from policy develop-
ment or divorcing the board from
policy implementation. In a capital
campaign, establishing priorities
and goals is setting policy, identi-
fying prospects and making calls is
implementation. In the search for a
new CEO, determining selection cri-
teria is making policy, designing the

procedure and conducting the inter-
views is implementation. In brief,
most important matters cannot be
subdivided neatly into policy or ad-
ministration.

In many instances, implementa-
tion is far more consequential than
formulation. For example, in face-
to-face meetings, trustees of a
Catholic women’s college persuaded
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in the new work, the board
and management work
together on both policy
and implementation.




affluent older alumnae to support
a new institutional focus on serving
poor minority women from the in-
ner city. The board of another col-
lege, troubled by the decline in
students able to pay full tuition, se-
lected three trustees to assist the ad-
ministration with the design of a

For the new worlk to
happen, substance must
dictate ¢ board’s structure.

marketing strategy aimed at attract-
ing more students able to pay.

In another case, a university
owned a commercial radio station.
The board questioned how the sta-
tion fit in with the school’s mission.
After deciding with the president
that the university could turn profits
from the sale of the station to better
educational use, the trustees negoti-
ated the transaction. Afterward, the
president exulted, “This was the
board at its best.” The board mem-
bers knew more than the staff about
the radio business and about selling
a major asset, and they put that
knowledge to use.

Involving trustees in policy imple-
mentation can be critically impor-
tant during a crisis. In the after-
math of the scandal at the United
Way of America (the CEO used more
than a million dollars of United Way
money for personal expenses), the
board and CEO of one local chapter
agreed that each of the
trustees would interview
five business leaders to
learn what the chapter
might do to improve com-
munity support for an up-
coming campaign. The
advice was consistent:
admit that the national organization
had blundered badly, stop all pay-
ments to the national headquarters
until the charges were resolved,
promise that all funds would remain
in the community, allow donor-des-
ignated contributions, and promise
that the board would issue a public
report on allocations. The CEO and
the trustees accepted those recom-
mendations and inaugurated an in-
tense public-relations effort that
engaged every board member. In the
end, the campaign was almost as
successful as the previous year's and
was substantially more successful
than those of other chapters in the

region. That would not have been the
case had the board only set policy.

Organize around what matters.
The board’s new work must be or-
ganized to deal with the institu-
tion’s priorities. That may seem self-
evident, but boards often organize
their work in functionally oriented
committees (physical plant, finance,
public relations) that channel
trustees toward low-stakes opera-
tional decisions. For the new work
to happen, substance must dictate
structure. Committees, work groups,
and task forces must mirror the insti-
tution’s strategic priorities.

For instance, a theological semi-
nary replaced most of its opera-
tionally oriented committees with
ones that reflected the major goals of
the strategic plan: globalizing the
curriculum, improving relations
with local churches, and providing
continuing education for the min-
istry. The committees included
trustees and constituents. One re-
sult: on the recommendation of the
committee on church relations, the
seminary established a clearing-
house to provide local churches with
technical assistance in such areas as
financial management, adult educa-
tion, and church governance.

Teaching an Old Board New Work

Oid Work

I. Management defines problerus, assesses options,
and proposes solutions. Board listens, learns, ap-
proves, and monitors.

2. Board sets policy, which management imple-
ments. Respective territories are sharply defined;
there is little or no border traffic. Domains are decided
by organization chart.

3. Structure of standing committees parallels ad-
ministrative functions. Premium is on permanent
structure, established routines. Members occupy
functional niches: Board maintains busywork.

4. Board meetings are process driven. Protocol
doesn’t vary. Function follows form. Emphasis is on
transmission of information and reports.

5. Board is a collection of stars. It recruits people
with an eye to expertise and status. The CEO culti-
vates individual relationships and exploits each
trustee’s talents.

New Work

1. Board and management discover issues that mat-
ter, mutually determine the agenda, and solve prob-
lems together.

2. Board and management both set palicy and imple-
ment it. Lines are blurred, borders open. Domains are
decided by nature of issue at hand.

3. Structure of board mirrors institution’s strategic
priorities. Premium is on flexibility, ad hoc arrange-
ments. Members occupy functional intersections,
Board creates centers of action.

4. Board meetings are goal driven. Protocol varies
with circumstances. Form follews function. Emphasis
is on participation and action.

5.Board is a constellation. It recruits team members
with an eye to personality and overall chemistry.
Board cultivates group norms and collective capabili-
ties of trustees.
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In another example, the board of a
preeminent women's college has un-
der active consideration the creation
of four “councils” |business affairs,
campus affairs, external affairs, and
governance and board affairs) as um-
brellas for clusters of standing com-
mittees. The council on campus af-
fairs, for example, would oversee the
activities and orchestrate the annual
agendas of the student-life, admis-
sions, and trustee-faculty relations
committees, which would meet
only as necessary. The council
chairs would coordinate the annual
agendas of the four councils and sug-
gest strategic issues for in-depth dis-
cussion at board meetings.

Task forces that include con-
stituents and nontrustee experts can
tackle critical yet discrete matters
such as outsourcing certain func-
tions or installing a total quality
management program. For example,
the board of an independent day
school appointed two task forces to
explore accreditation issues with the
appropriate state and federal agen-
cies. The task forces gathered infor-
mation about demographic trends,
accreditation requirements, and pos-
sible legislation that would affect
independent schools. At a special
Saturday session, the task forces pre-
sented their findings, the board dis-
cussed whether to seek accredita-
tion and whether to become more
selective, and the task forces dis-
banded. The work had been done.

Such “tissue paper” task forces
(use and discard) drive the board
toward real-time results, multiply
leadership opportunities, and pre-
vent longtime members from domi-
nating standing committees. As one
college’s trustee confesses, “Many of
our standing committees don’t
really shape policy or identify needs.
They’re an empty ritual, a burden,
not an asset. In contrast, task forces
are very effective. For example,
we're looking at the cost and shape
of a marketing plan. A task force
helped the board understand the
problem and recommended direc-
tions. There was a material differ-
ence in the sense of ownership.”

Focus meetings on what matters.
Boards are boards only in meetings,
and yet meetings are where boards

underperform most visibly. Many
trustees think that lack of time is
the most significant barrier to a
board’s ability to perform the new
work. In fact, the greater problem is
the failure to determine what mat-
ters and to let that imperative drive
the frequency, format, and duration
of board and committee meetings.
And if a board can meet only infre-
quently or for short periods, trustees
should consider realistically what
they can deliver. The chair, the
CEOQ, and perhaps the executive
committee should design each meet-
ing by asking the questions, What is
the purpose of this meeting? and
How can we organize it to fulfill that
purpose? Four common responses
will help illustrate the point.

We need more background to
make a decision. This answer calls
for a discussion led by a moderator.
Discussion sessions can engage and
educate the entire board about is-
sues facing the institution. The goal
is to air views, invite questions, and
consider alternatives —-not to win an
argument. No specific decision is on
the table, and no votes are taken.

Consider the case of the college
board that was generally concerned-
but not sufficiently informed—-about
the interrelated issues of student
quality, tuition charges, and finan-
cial aid. Each year, the finance com-
mittee, usually under pressure to
balance the next year’s budget, pre-
sented a tuition recommendation to
the board. The process afforded no
practical opportunity for the board
to study the causes and effects of tu-
ition increases. Last year, the board
convened explicitly to learn more
about the effect of tuition and fi-
nancial aid decisions on enrollment
and student quality, as well as on
the bottom line. Subsequently, the
board devised principles to govern
the finance committee’s recommen-
dations for the following year. Those
principles included the decision to
hold institutionally funded financial
aid to below 25% of overall tuition
but to use grants to attract better
students. The board also decided to
increase average class size in order to
free up resources to enhance learn-
ing partnerships, including student-
faculty research projects.
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At another university, each of the
board’s key committees appears
once a year before the whole board
for a half-day session to present
information on a substantive issue
or special area. For example, the
finance committee led a board ses-
sion to explain capital budgeting,
deferred maintenance, and depre-
ciation of assets. A task force on in-
structional technology that included
faculty and students held a panel dis-
cussion to describe the state of the
art across the nation and how tech-
nology was being used on their cam-
pus to transform the learning pro-
cess. As a result of such sessions,
reports the chair, “The whole board
becomes more knowledgeable about
the issues. The old bean counters
on the finance committee now see
other aspects of the institution.”

We don’t know what to do about a
current problem. The new work, by
definition, grapples with complicat-
ed issues that defy easy solutions.
Trustees and management must be
able to present multiple perspectives
and develop solutions that reflect
the group’s best thinking. A meet-
ing’s design is critical to making that
happen. Discussion must center on
the explicit question at hand, such
as, What should be our top three pri-
orities for the capital campaign? or
What specific steps can the board
take to improve ties to the corporate
community?

Small groups create a more com-
fortable environment for trustees to
speak freely. Says one college board
member, “I may have a comment
worthy of 16 ears, but not one wor-
thy of 60.” Small groups provide
venues for brainstorming, arenas
where there are no dumb questions
or insane ideas. A board member of
a midwestern university explains,
“Before we added small group dis-
cussions, all 50 trustees sat passive-
ly and listened to a few people im-
part information. The process was
superficial, and substantive partici-
pation was limited to the executive
committee. Small groups allow
everyone to participate genuinely.”

We face a crisis. In times of crisis,
business-as-usual must be pushed
aside to allow the board to concen-
trate on the matter at hand. Crises

might include the loss of a major
source of funding, the sudden depar-
ture or death of the CEO, the rise of
a competitor, or even a split within
the board itself.

For example, a local Alzheimer’s
Association chapter lost a major
grant in 1993 and had no immediate
prospects for significant new fund-
ing. The chair called a special meet-
ing of the board to discuss restruc-
turing the chapter’s services. A
review of the mission statement re-
minded trustees of the organiza-
tion’s purpose; an examination of
what it would mean to reengineer
the organization helped open up dis-
cussion of key issues. By the end of
the meeting, board members accept-
ed responsibility for specific tasks to
help manage the crisis: explaining
the chapter’s mission to potential
sponsors in the community, explor-
ing the restructuring experiences of
other chapters, and examining with
staff the best ways to smooth the
transition to a smaller, more tightly
focused organization.

We need to deal with sensitive
governance issues. Executive ses-
sions without the CEO present open
lines of communication among
trustees. “We have an executive ses-
sion after each board meeting,” says
one college trustee. “We feel free to
bring up anything at all. This is a
time for us to really ask questions
and probe.” Among the questions a
board might entertain in an execu-
tive session are, Did we deal with
important issues? How did the
meeting go? Can we better serve the
CEOQ? Differences of opinion among
trustees or between the board and
the CEO can be treated more candid-
ly in an executive session. Says one
board member of a women'’s college
in the South, “If there are sensitive
issues, the executive session gives
us a chance to counsel one another.”

These examples of the new work
and new structures are far from ex-
haustive. Boards should experiment
with different formats for different
purposes. Use what works.

Leading the Way

Trustees protest regularly that
artists, academics, physicians, and
other professionals stubbornly resist
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change. Yet governing boards are
among the least innovative, least
flexible elements of many nonprof-
its. Boards are as reluctant to forsake
committees as faculty members and
physicians are to eliminate depart-
ments. Trustees resist varied for-
mats for board meetings more than
musicians resist novel formats for
concerts. And board members op-
pose new membership criteria as
strongly as teachers oppose nontra-
ditional certification.

This hypocrisy was plain to the
chair of a midwestern university’s
board. “It’s tough for a group like
this to be self-conscious. They're
classic CEOs. They can tell stories
about empowerment and team
building, but that’s not how they got
where they are. They are uncomfort-
able with questions like How are we
doing? and How should we improve?
Most of our members are heavy into
productivity. The board isn’t hesi-
tant to ask faculty and administra-
tors to answer these questions. The
board wants everyone else’s time to

be more efficient and effective, but
the board should look for ways to
improve, too.”

Too often, trustees assume that
organizational success proves that
the board has performed well, even
when there is little evidence that the
board played a significant role, and
even when staff members say pri-
vately that the success was achieved
despite the board. “Most boards
have the attitude,” a trustee of a
women’s college notes, “that if it
ain’t broke, don’t fix it, but I think
it’s better to fix it before it breaks.”
A sympathetic explanation for the
reluctance of most boards to experi-
ment with substantial governance
reforms would be the trustees’ de-
sire to do no harm. A less charitable
explanation would be the trustees’
desire to do no work.

Moving to the new work takes
work. As the CEO of a midwestern
university recounted after the insti-
tution’s board had changed, “It re-
quired getting people out of their lit-
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tle corners, the areas that they had
learned and owned. They wanted to
work on what they knew best and
leave the rest to others. They had to
rotate around and learn everything
in order to govern the organization.
They’ve moved from being just
guardians of the physical plant, over-
seers of the administration, and
suits with deep pockets.”

Boards across the nonprofit sector
are calling on institutions to change.
As trustees demand evidence of pro-
ductivity gains, efficient processes,
and enhanced outcomes, they should
model the behavior they seek in oth-
ers. If boards demonstrate the capac-
ity to discard shibboleths, dismantle
old structures, and desert deeply
ingrained modes of operation, the
professional staff may follow suit.
If the board does not do the new
work, the trustees’ hypocrisy will be
blatant, and the value added by the
board will be too meager to inspire
organizational reform.
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“I'd prefer a ‘calling’ to a ‘niche,” but we takes what we gets.”
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