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In arecent article in The Chronicle of Philanthropy, Judith O’ Connor, president of the National Center for Nonprofit Boards,
argues that boards need to rethink how they govern. She saysthat the Center is receiving more and more calls from
executives and board members of nonprofit institutions asking for new ideas on how boards can become more innovative,
more flexible and more responsive to their rapidly changing environments.

In this month’ s Center piece, we are reprinting an article entitled “The New Work of the Nonprofit Board” from the
September/October 1996 issue of the Harvard Business Review. In it, the authors present one broad-based response to these
questions, arguing that many nonprofit boards do not utilize the time, talent and resources of their board members well.
Instead of focusing in an informed way on clearly defined and important issues, many boards are mired in traditional
committee structures and board/staff divisions that dissipate the ability of boardsto genuinely help institutions fulfill their
missions. With athoughtful list of criteria complemented by awide range of examples, the authors attempt to show how
boards can change the way they operate and achieve both more institutional success and more personal satisfaction.

Obviously the approach suggested in this article is only one set of ideas, and these ideas may be relevant for some theatres
and not for others. We all have our own missions, culture and community, and we are all in different stages of development.
Some of our theatres are very large and well established; others are small or newly established. But we hope that this article
will stimulate thinking and open new dialogues. On other occasions, we will try to present additional “new” ideas about
boards and board governance.

Governance Center piece Curator: Jaan Whitehead, Trustee of Living Stage in Washington, D.C. Ms. Whitehead has been atrustee of Arena Stage, The
Acting Company, TCG and the National Cultural Alliance. She also served as Executive Director of Theatre for aNew Audience and as Development
Director of Center Stage.

Copyright © 1999 by Theatre Communications Group, Inc. All articles reproduced by permission of the authors. No portion of this publication may be
reproduced in any form, or by any means, including photocopying, without written permission from the publisher or author. Theatre Communications
Group, Inc., 355 Lexington Ave., New York, NY 10017, telephone (212) 697-5230, fax (212) 983-4847. Ben Cameron, Executive Director; Joan Channick,
Deputy Director; Christopher Shuff, Director of Management Programs.



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 arare and unnatural act. Only the most uncommon of
nonprofit boards functions asit should by harnessing the collective efforts of accomplished individuals to advance the
institution’s mission and long-term welfare. A board’ s contribution is meant to be strategic, the joint product of talented
people brought together 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 people engaged in low-level
activities. Why? The reasons are myriad. Sometimes the board is stymied by a chief executive who fears a strong board and
hoards information, seeking the board’ s approval at the last moment. Sometimes board members lack sufficient
understanding of the work of the institution and avoid dealing with issues requiring specialized knowledge. Individual board
members may not bring themselves fully to the task of governance, because board membership generally carrieslittle
personal accountability. And often the powerful individuals who make up the board are unpracticed in working as members
of ateam. No matter which cause predominates, nonprofit board members are often left feeling discouraged and underused
and the organization gains no benefit from their talents. The stakes remain low, the meetings process-driven, the outcomes
ambiguous and the deliberations 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 discussing
climate control for art exhibitions, the condition of old steam lines or the design of anew logo, but they get charged up when
searching for anew CEO, successfully completing 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 characteristics. First, it concernsitself with crucial, do-or-die issues central to theinstitution’s
success. Second, it isdriven by results that are linked to defined timetables. Third, it has clear measures of success. Finally, it
requires the engagement of the organization’sinternal and external constituencies. 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 conventions that have regulated board behavior in the past. Whereas the customary work of a
nonprofit board is limited to scrutinizing management, the new work requires new rules of engagement and unorthodox ways
of fulfilling aboard’ s responsibilities. The pressures on most nonprofitstoday are too great for the old model to suffice.
Nonprofit leaders can take the following steps to improve board practices:

Find out what matters. Traditionally, nonprofit boards and CEOs have agreed that management defines problems and
recommends solutions. A board might refine management’ 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 asking athorny question or advancing an alternative
opinion isdisloyal to the administration. A vote on anissue isavote on the CEO. But how can areactive, uninformed
board know what opportunities the organization is missing? And how much damage must the organization sustain before
the board realizes something is amiss?

To do the new work, trustees and management together must determine 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
stakeholders and industry experts think, because no chief executive knows enough to be aboard’ s sole supplier of
information and counsel. Knowledgeabl e trustees can help inform the CEQO’ s judgment. They can also perform a useful
function for the CEO by focusing the organization’ s attention on issues that are unpopular within it or that fall outside
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the staff’s capabilities. In addition, the board can find out what matters by engaging in the following four sets of
activities:

Makethe CEO paint the big picture. The litmustest of the CEO’ s leadership is not the ability to solve problems
alone but the capacity to articulate key questions and guide a collaborative effort to formulate answers. As one
member of a museum'’s board observes, “what | want most from the president are the big ideas.” The CEO must be
willing to share responsibility and the board must be willing to follow the CEO’ s lead—and ask questions. “If you
don’t do that,” says one college’ strustee, “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 solveit.”

The CEO should review the organization’s foremost strategic challenges annually with the board. The board, for its
part, must consider whether the CEO accurately targeted and defined the issues. Thisis amoment, maybe the
moment, in which the board adds value. Together, the CEO and the board must agree on the institution’ s priorities
and strategic direction. Those considerations, in turn, will shape the work of the board and its eval uation of the CEO.

The board of acollegein the South has formalized this process successfully. At aretreat each January, the CEO and
the trustees rank the most important challenges facing the institution. Then the board structures its committeesto
reflect those priorities. Last year, for example, the board concluded that marketing and technological infrastructure
wereitstop 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 information and
education. At the May board meeting, the task forces provided initial reports and the board decided how to organize
in order to pursue the issues. Trustees also devel oped 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 acollege 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 insulated from
the ordinary life of the institution. 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 aresidential treatment center for children with emotional disabilities. When amajor
benefactor died, the center needed to find new sources of income. While interviewing leaders of social service
organizations (amajor source of referrals), several board members were shocked to discover 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 reject the difficult ones. Alarmed by these misperceptions, the trustees formed a
task force to guide a public relations effort. The board expanded to include trustees with ties to sources of referrals
and strengthened its rel ationships with other constituents through educational events and joint programming. “1 want
to make sure thisboard 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 weaken time-honored lines of
authority. That reaction puzzles board members; as one college trustee asks, “why not have students talk to trustees?
What' sthere 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 president to interpret the views they express. The closer | get to reality, the
better | can sympathize with and help the CEO.”

Consult experts. Many nonprofits are susceptible to competitive forces and to changesin public policy. Consider,
for example, the impact on museums of cutsin funding by the NEA or the effect on hospitals of effortsto reform
federally funded health care. Unless trustees understand the basic economics, demographics and politics 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 experts 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 afew trustees
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with relevant professional expertise: physicians on ahospital’ s board, social workerson aclinic’s board. Expert
trustees can guide fellow board members through a foreign culture. For example, one Ivy League institution counted
aformer university president among its board members. At one point, he criticized his colleagues for second-
guessing the administration’ s disciplining of afraternity, saying, “I’d be furiousif my board did this.” The board
backed off. And at aliberal arts college, atrustee who was a professor at another school helped educate the board
about the complexities of measuring teaching quality and reallocating academic positions from departments with
declining enrollments to those with growing demand. At the same time, he hel ped 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 government support and public policy debates. For example, the board of a Protestant theological seminary
faced with declining enrollment conferred with experts on professional education and the demographics of its own
denomination. The trustees |earned that their denomination’s popul ation would continue to decline, further eroding
financial support for the seminary and job opportunities for new ministers. On its current course, the institution
would be bankrupt in afew years. The seminary decided to leverage the strength of its high-quality faculty by
becoming aresource to the broader Protestant community, offering theological education tolaypeople and
continuing education for church workers and ministers, both on campus and in local churches.

Decide what needsto be measured. Corporate boards typically monitor alimited number of performance
indicators. Those vital signs convey the company’s overall condition and signal potential problems. Nonprofit
boards often lack comparable data, largely because the trustees and the staff have never determined what matters
most.

Together, the board and management should identify 10 to 12 critical indicators of success. For a college, that may
mean scrutinizing its tuition discount (the average remission 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
occupancy rates. Distinctive strategies can suggest novel measures. A boarding school focusing on computer literacy
monitored the ratio between students’ dial-ups to the campus network and their phone calls from their dorm rooms
for pizza delivery. A rising percentage of network calls meant that students were becoming more comfortable with
new technology. Using comparable creativity, an orchestrawith an aging subscriber base monitored ticket salesto
single peoplein their twenties and thirties who has attended chamber music programs with wine and cheese
receptions held afterwards.

Graphic comparisons against projections, past performance or industry norms focus a board’ s attention on crucial
issues and remind trustees that the ultimate goal of the board isto influence those indicatorsin apositive way. As
the CEO of acollegein the Midwest says, “We have a set of key performance indicators, explicitly linked to the
strategic plan, that are reviewed at every meeting. We even put them on a pocket-si ze card that trustees can carry
around.”

Act on what matters. Intheworld 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 management are on the same side of the net as partnersin both roles. The questionis not, isthisan
issue of policy or implementation? Rather, the question is, is the issue at hand important or unimportant, central or
peripheral ?

Today few nonprofits can risk barring the CEO from policy development or divorcing the board from policy
implementation. In a capital campaign, establishing priorities and goalsis setting policy, identifying prospects and
making calls isimplementation. In the search for a new CEO, determining selection criteriais making policy, designing
the procedure and conducting the interviews isimplementation. In brief, most important matters cannot be subdivided
neatly into policy or administration.

In many instances, implementation is far more consequential than formulation. For example, in face-to-face meetings,
trustees of a Catholic women'’s college persuaded affluent older alumnae to support a new institutional focus on serving
poor minority women from the inner city. The board of another college, troubled by the decline in students able to pay
full tuition, selected three trustees to assist the administration with the design of a marketing strategy aimed at attracting
more students able to pay.
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In another case, auniversity owned acommercial radio station. The board questioned how the station 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 negotiated the transaction. Afterward, the president exulted, “ This was the board at its
best.” The board members knew more than the staff about the radio business and about selling amajor asset and they put
that knowledge to use.

Involving trustees in policy implementation can be critically important during acrisis. In the aftermath of the scandal at
the United Way of America (the CEO used more than amillion dollars of United Way money for personal expenses), the
board and CEO of onelocal chapter agreed that each of the trustees would interview five business |eaders to learn what
the chapter might do to improve community support for an upcoming campaign. The advice was consistent: admit that
the national organization had blundered badly, stop all payments to the national headquarters until the charges were
resolved, promise that all funds would remain in the community, allow donor-designated contributions and promise that
the board would issue a public report of allocations. The CEO and the trustees accepted those recommendations and
inaugurated an intense public-relations effort that engaged every board member. In the end, the campaign was almost as
successful asthe previous year’ s and was substantially more successful than those of other chaptersin 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 organized to deal with the institution’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 operational decisions. For the new work to happen, substance
must dictate structure. Committees, work groups and task forces must mirror the institution’ s strategic priorities.

For instance, atheological seminary replaced most of its operationally 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 ministry. The committees included trustee and constituents. One result: on the
recommendation of the committee on church relations, the seminary established a clearinghouse to provide local
churches with technical assistance in such areas as financial management, adult education and church governance.

In another example, the board of a preeminent women'’s college has under active consideration the creation of four
“councils’ (business affairs, campus affairs, external affairs and governance and board affairs) as umbrellasfor clusters
of standing committees. The council on campus affairs for example, would oversee the activities and orchestrate the
annual agendas of the student-life, admissions and trustee-faculty relations committees, which would meet only as
necessary. The council chairs would coordinate the annual agendas of the four councils and suggest strategic issues for
in-depth discussion at board meetings.

Task forces that include constituents and nontrustee experts can tackle critical yet discreet matters such as outsourcing
certain functions or installing atotal quality management program. For example, the board of an independent day school
appointed two task forcesto explore accreditation issues with the appropriate state and federal agencies. The task forces
gathered information about demographic trends, accreditation requirements and possible legislation that would affect
independent schools. At aspecial Saturday session, the task forces presented their findings, the board discussed whether
to become more selective and the task forces disbanded. The work had been done.

Such “tissue paper” task forces (use and discard) drive the board toward real-time results, multiply leadership
opportunities and prevent longtime members from dominating 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, aburden, 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 directions. There was a material differencein 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 timeisthe most significant barrier to aboard’ s ability to perform the new
work. In fact, the greater problem is the failure to determine what matters and to let that imperative drive the frequency,
format and duration of board and committee meetings. And if aboard can meet only infrequently or for short periods,
trustees should consider realistically what they can deliver. The chair, the CEO and perhaps the executive committee
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should design each meeting 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 adiscussion led by a moderator. Discussion
sessions can engage and educate the entire board about issues facing the institution. The goal isto air views, invite
guestions and consider alternatives—not to win an argument. No specific decision ison the table and no votes are
taken.

Consider the case of the college board that was generally concerned—nbut not sufficiently informed—about the
interrelated issues of student quality, tuition charges and financial aid. Each year, the finance committee, usually
under pressure to balance the next year’ s budget, presented a tuition recommendation to the board. The process
afforded no practical opportunity for the board to study the causes and effects of tuition increases. Last year, the
board convened explicitly to learn more about the effect of tuition and financial 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 recommendation for the following year. Those principlesincluded 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 learning partnerships, including
student-faculty projects.

At another university, each of the board’ s key committees appears once ayear 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
session to explain capital budgeting, deferred maintenance and depreciation of assets. A task force on instructional
technology that included faculty and students held a panel discussion to describe the state of the art across the nation
and how technology was being used on their campus to transform the learning process. As aresult of such sessions,
reports the chair, “the whole board becomes more knowledgeabl e 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 complicated 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 meeting’ 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 priorities for the capital
campaign? Or what specific steps can the board take to improve ties to the corporate community?

Small groups create a more comfortable environment for trustees to speak freely. Says one college board member, “I
may have a comment worthy of 16 ears, but not one worthy 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 discussions, all 50 trustees sat passively and listened to afew people impart
information. The process was superficial and substantive participation was limited to the executive committee.

Small groups allow everyone to participate genuinely.”

Wefaceacrisis. Intimes of crisis, business-as-usual must be pushed aside to allow the board to concentrate on the
matter at hand. Crises might include the loss of a major source of funding, the sudden departure or death of the
CEO, therise of acompetitor or even a split within the board itself.

For example, alocal Alzheimer’s Association chapter lost amajor grant in 1993 and had no immediate prospects for
significant new funding. The chair called a special meeting of the board to discuss restructuring the chapter’s
services. A review of the mission statement reminded trustees of the organization’ s purpose; an examination of what
it would mean to reengineer the organization helped open up discussion of key issues. By the end of the meeting,
board members accepted responsibility for specific tasks to help manage the crisis: explaining the chapter’ s mission
to potential sponsorsin the community, exploring 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 sessions without the CEO present open lines of
communication among trustees. “We have an executive session after each board meeting,” says one college trustee.
“Wefeel freeto bring up anything at all. Thisisatime for usto really ask questions and probe.” Among the
guestions a board might entertain in an executive session are, did we deal with the important issues? How did the
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meeting go? Can we better serve the CEO? Differences of opinion among trustees or between the board and the
CEO can be treated more candidly in an executive session. Says one board member of awomen’s collegein 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 exhaustive. Boards should experiment with different
formats for different purposes. Use what works.

L eading the Way

Trustees protest regularly that artists, academics, physicians and other professionals stubbornly resist change. Y et, governing
boards are among the least innovative, |least flexible elements of nonprofits. Boards are as reluctant to forsake committees as
faculty members and physicians are to eliminate departments. Trustees resist varied formats for board meetings more than
musicians resist novel formats for concerts. And board members oppose new membership criteria as strongly as teachers
oppose nontraditional certification.

This hypocrisy was plain to the chair of a midwestern university’s board. “It’stough for agroup 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 uncomfortable with questions like, how are we doing? And how should we improve? Most of our members are
heavy into productivity. The board isn’t hesitant to ask faculty and administration to answer these questions. The board wants
everyone else’ stime 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 thereislittle
evidence that the board played a significant role and even when staff members say privately that the success was achieved
despite the board. “Most boards have the attitude,” atrustee of awomen’s college notes, “that if it ain’t broke, don't fix it, but
| think it's better to fix it beforeit breaks.” A sympathetic explanation for the reluctance of most boards to experiment with
substantial governance reforms would be the trustee’ s desire to do no harm. A less charitable explanation would be the
trustees’ desireto do no work.

Moving to the new work takes work. Asthe CEO of amidwestern university recounted after the institution’ s board had
changed, “it required getting people out of their little corners, the areas that they had |earned and owned. They wanted to
work on what they knew best and |eave 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, overseers of the administration and suits
with deep pockets.”

Boards across the nonprofit sector are calling on institutions to change. Astrustees demand evidence of productivity gains,
efficient processes and enhanced outcomes, they should model the behavior they seek in others. If boards demonstrate the
capacity 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.

Barbara E. Taylor isa senior associate at the Academic Search Consultation Service in Washington, D.C., and a trustee of
Wittenberg University in Ohio. Richard P. Chait isa professor at Harvard University’ s Graduate School of Education and a
trustee of Goucher College in Maryland. Thomas P. Holland is a professor at the University of Georgia’s School of Social
Work.

Originally published in the Harvard Business Review, September/October 1996. One-time permission to reproduce granted
by Harvard Business School Publishing, 4/12/99.
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