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Boards are incompetent groups of competent, 
well-meaning people. —John Carver' 

Too many non-profit boards end up being 
impressive collections of accomplished people 
doing low level work. —Richard Chait2 

Carver's and Chait's low opinion of 
the effectiveness of most boards of 
trustees is widely retlected both in 
current governance literature and in 
general observation. During my 

own career I have attended hundreds of board 
meetings as a CEO, board member, and observ
er, and I must admit that my experience is largely 
consistent with the literature. 

Why are boards so often ineffective? Are there 
ways they can be improved so that they could 
make significant positive contributions to their 
organizations? 

Six CAUSES OF BOARD INEFFECTIVENESS 
There are six root causes of board ineffectiveness. 
Trustees Are Volunteers Who Spend Limited Time on 
Governance Trustees, who are usually very busy 
people with a variety of pressing obligations, nor
mally spend only a few hours a month in their 
governance role. As a result, governance naturally 
tends to fall to the bottom of their list of priori
ties. If, moreover, they are not especially commit
ted to governance and do not spend much time 
educating themselves and preparing for board 
meetings, even very competent people will very 
likely be ineffective trustees. 
Trustees Are Often Unclear about Their Roles and 
Responsibilities Given the small amount of time 
most trustees spend on governance, it is no won
der that they frequently tend to be hazy about 
their role in it. What makes this even worse is the 

fact that many boards lack an effective process for 
orienting or educating new members. Trustees 
often receive no written materials describing their 
roles, responsibilities, expectations, and account
abilities. We would not dream of hiring a person 
for an important management position without 
first providing him or her with a job description. 
Yet trustees are frequently appointed to boards 
without being clearly informed about what they 
are expected to do there. How are uninformed 
trustees to judge their effectiveness in conducting 
governance? How are they to see what they need 
to do to improve? 

Board Appointments Are Often Not Based on Competence 
Frequently, when people are asked to serve as 
trustees, it is because they represent a particular 
group, are affluent, or hold a prestigious posi
tion. It is unusual for a board to select new mem 
bers on the basis of predetermined competencies. 
Because this is so, many boards are made up of 
very bright, able people whose skills and experi
ence do not match up with the board's needs. In 
these cases, the board turns out to be a whole 
that is less than the sum of its parts. 
Board Leadership Is Sometimes Weak Depending on the 
circumstances, a board's leadership may be pro
vided either by its chairperson or the organiza
tion's CEO, or by both. 

The Board Chair. Unfortunately, it is not 
unusual for a board to have a weak chair. This can 
occur for a variety of reasons. The succession 
planning, for example, may have been insufficient 
or ineffective. The selection process may have 
lacked the structure necessary for choosing a 
strong MU\ competent leader. The board may not 
have known how, once the chair was selected, to 
develop his or her leadership skills. Because many 
boards do not have a process for assessing the 
chair's performance, that person will have only a 
limited opportunity to review and improve his or 
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her performance. "^B W^ new trustee. I vividly 
The CEO. Although 1% / • recall breaking out into 

an ineffective chair will I ^L / I a sweat when I realized 
keep a board from per- I ^ y I (~\Ct~ h o i t Y l ^ * would have to take a 
forming well, a C E O • • -^^- position that the CEO 
who provides weak opposed. 
leadership to the board j The " g r o u p think 
can be an even more cLTC H O t StXllCll irCCl syndrome" is most like-
serious obstacle. Many ly to be a problem on 
boards , part icular ly boards with several of 

those in the not-for- .*__ -fi i n r * 1 " 1 / ^ \ n i n 1 t ' l c f ° " o v v m g charac-
profit sector, are domi- LvJ 1 111 1 C U U 1 1 i l l cl teristics, some of which 
nated by C E O s . Un- we would ordinari ly 
fortunately, such lead- consider positive: 
crs often do not en- SVStCIYlcitlC WclV »Thc trustees relate 
courage their boards to * J * well with one another 
be active or effective. and interact often (the 
There are a variety of group is cohesive). 
reasons for this behavior. Many CEOs either do »The board's leader is directive and does not 
not see the value of governance or do not see a encourage divergent opinions. 
link between effective governance and improved • The organization has been very successful. 
organizational performance. Other CEOs do not • There is pressure on the board to make a 
understand the basics of effective governance; speedy decision. 
they believe that they have an extensive knowl- «The tmstees have a great deal of confidence 
edge of governance—but, in fact, do not have a in, and respect for, the CEO. 
clue. Still others simply have no interest in gover- • The trustees have limited, perhaps inadc-
nance, and therefore do not focus on it; as long quate, information for their decision making. 
as the board does not interfere with what they are • The board has little member turnover. 
doing, they see no need to worry about gover- • The board has only a small number of diverse 
nance. Finally, some CEOs feel threatened by members. 
having strong people around them and are more When some or all of these factors are present, 
comfortable with a passive board. it is not unusual for an otherwise hard-nosed 

Strong leadership is vital, however. If neither trustee to go along with colleagues on a board 
the chair nor the CEO is an effective leader, the decision that, in other circumstances, he or she-
trustees, no matter how outstanding, will not be would never tolerate. And it is through joining in 
able to use their skills and expertise to produce a such decisions that otherwise competent trustees 
highly performing board. can find themselves on boards that have fallen 
Some Boards Have a Tendency toward "Group Think" asleep at the switch on major issues. 
Another p rob lem is the " g r o u p think One important function of governance is pro-
syndrome . " ' Psychological and sociological viding checks and balances to management, 
researchers have shown through countless group Good boards ask tough questions, 
behavior experiments that peer pressure can Most Boards Are Not Structured to Function in a Systematic 
greatly affect the judgment of individual group Way Although effective management is systematic 
members. Each group develops its own norms, management, the words "governance" and "sys-
which in turn help shape the perceptions and tern" are rarely found in the same sentence, 
judgment of its members. Most trustees will try Sometimes, because they lack a system of gover-
to conform to their board's norms and their fel- nance, boards fail to focus on what matters: orga-
low trustees' opinions, particularly if they like and nizational performance. In fact, many boards do 
respect the other trustees and perceive a shared not even have specified objectives or an annual 
consensus in the group. work plan and do not conduct regular self-assess-

Board members who take positions against a merits and/or agenda planning. They simply are 
board majority or against a competent and popu- not focused on organizational performance—on 
lar CEO inevitably experience a certain amount the mission, vision, and values of the organiza-
of discomfort. I remember, for example, voting tion—and on the board's specific responsibilities 
against the position taken on a major issue by the for them. 
CEO of a healthcare system of which I was a Unfortunately, this can be especially true of the 
board member. The CEO, who had recruited boards of not-for-profit organizations. For them, 
me, was a respected leader, whereas I was a very governance is often an informal and sometimes 
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haphazard activity. This is a major reason why the 
competencies of sucli trustees are often underuti
lized and why the boards they serve often do not 
perform up to their potential. 

MAKING BOARDS MORE EFFECTIVE 
Can anything be done to remedy this situation? 
Or is the concept and institution of governance, 
by its very nature, flawed? 

Most experts take the position that, at its best, 
governance leaves much room for improvement 
(see Box). In today's environment, however, inef
fective governance cannot be tolerated. In the for-
profit sector, there is empirical evidence that 
improved governance effectiveness translates into 
improved organizational performance.4 It is rea
sonable to assume that effective governance in the 
not-for-profit sector would have similar results.5 

To improve its performance, a board must 
address the six root causes of ineffectiveness. 
Because the causes are interrelated, the board 
should develop a plan for dealing with them in a 
sequential manner. The following sequence 
works best. 
Board Leadership Leadership is the key to unlocking 
high performing governance. If the board chair 
and CEO do not supply strong and effective lead
ership, it will be nearly impossible to eliminate 
the other root causes of ineffectiveness. 

The Board Chair. Is the board chair a strong 
leader? To answer that question, the board may 
first need to answer several others: 

• Arc the right topics on the board agenda? 

CEO ASSESSMENT OF BOARD EFFECTIVENESS 
In 1998 The Governance Institute surveyed hospital CEOs concerning 
the effectiveness of boards of trustees. Eighty-two percent of the 
respondents said boards invested funds prudently, 83 percent said 
boards ensured physician credentialing effectively, and 81 percent said 
boards made fair decisions about executive compensation. 

But a significant number of CEOs said boards were less thai 
effective in other functions. Following are, first, those functions and, 
second, the proportion of CEOs finding boards to be relatively ineffec
tive in performing them: 

• Assessing the performance of the board itself—58 percent 
• Formulating policies to guide executive action—53 percent 
• Monitoring clinical effectiveness-46 percent 
• Monitoring service effectiveness—44 percent 
• Establishing clear executive performance expectations-44 percent 
• Assessing executive performance against expectations—40 percent 
• Providing links to the hospital's constituents-35 percent 
• Establishing a shared sense of organizational purpose—32 percent 
• Thinking strategically about issues and opportunities-30 percent 

—Adapted from The Governance Institute, April 1999 

• Does the chair maintain the board's focus on 
mission, vision, strategic direction, and the other 
responsibilities of governance? 

• Are board meetings effectively and efficiently 
managed? 

• Docs the chair get the best out of the group 
during meetings? 

• Does the chair effectively use the skills and 
expertise of the trustees? 

• Does the chair foster open and creative dia
logue among the trustees? 

• Does the chair work well with the CEO? 
• Does the chair encourage educational devel

opment of trustees? 
These are certainly not all the questions one 

could ask to determine a board chair's strength. 
And no matter how the strength of the current 
chair is assessed, it is critical that the board also 
address its future leadership. It should, for exam
ple, have a written succession plan for the next 
chair. The new chair should be carefully selected 
and developed to fill the role. If succession plan
ning, selection, and development are not done 
purposefully, then the board's leadership is being 
left to chance. If necessary, the board should go 
outside the organization for help in developing 
an effective succession, selection and develop
ment process. It should also have in place an 
appropriate chair assessment process to help it, 
first, develop the current chair and, second, either 
reappoint the current chair or select a new one. 

The CEO. The most difficult leadership problem 
involves a CEO who does not encourage the board 
to be active and effective. Only an organization's 
board is in a position to change its CEO's behavior. 
(An organization whose board chair and CEO are 
both weak will find it difficult, if not impossible, to 
address the other root causes of ineffective gover
nance.) 

But a reasonably strong and informed board 
and chair can correct a CEO leadership problem. 
They should first open a dialogue with the CEO 
concerning his or her perception of the board and 
its role in improving organizational performance. 
This type of dialogue might be held during a gov
ernance self-assessment retreat or as part of the 
CEO's evaluation. 

In the dialogue, the board must determine why 
the CEO is not encouraging active governance. 
Does he or she not see value in governance? Does 
he or she perhaps not understand how a board 
should function? If the answer is yes to either 
question, the board may choose to provide the 
CEO with additional governance education. This 
may be accomplished by hiring a consultant to 
educate the CEO, or by having key board leaders 
and the CEO attend an outside educational ses
sion together. 
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However, if it turns out that the CEO either is 
not interested in governance or does not want 
strong governance leadership, the board may 
need to consider a different remedy. It must pro
vide the CEO specific expectations with timelines 
for improvement. Then, if he or she still fails to 
meet expectations, it is time for a new CEO. 
Again, the key to resolving this issue is an educat
ed and fairly strong board chair and board that 
will not accept inappropriate C E O behavior. 
Unfortunately, a board that has acquired a CEO 
who considers governance unimportant is gener
ally not a strong and informed board. 
Systematized Governance Once strong leadership is in 
place, the next step is to reorganize governance 
into a system (see Box). To accomplish this, the 
board should: 

• Establish principles that will ensure that it 
operates according to the systems model (see 
Box, p. 32) 

• Determine the trustee competencies needed 
to improve organizational performance 

• Change the composition of its membership 
accordingly 

• Establish objectives and an annual work plan 
and use them to assess its performance 

In conducting governance, the board should 
regularly monitor its work and assess its success 
(or lack of it) in meeting its responsibilities and 
objectives. By doing so, the board can make 
appropriate changes in trustee behavior or in its 
membership. This monitoring and assessment 
may also lead to changes in the governance pro
cess. Such systematic changes are the key to con
tinuous performance improvement. In using this 
model, the board will focus governance on the 
organ iza t ion ' s performance in meet ing the 
requirements of its mission, vision, and strategic 
direction. 

Understanding of Roles and Responsibilities Trustees 
need to understand both the board's role and 
responsibilities and their own as individual board 
members. These should be discussed in detail 
during the members' orientation process. (New 
trustees should receive written descriptions of 
expectations and responsibilities as well.) 

However, a good orientation process is not 
adequate in itself. The trustees' role, responsibili
ties, and accountabilities—and those of the board 
as a whole—must be reviewed and discussed on a 
regular basis. At a minimum, this should be done 
every two years as part of a trustee and board 
assessment process. 
A Competency-Based Board It is also critical that a 
board have members possessing appropriate skills 
and expertise. The board should, in fact, be com
petency based. 

There are two types of competencies: individu

al trustee competencies and collective board com
petencies. The former are the basic skills, experi
ence, and expertise that a trustee must possess to 
join the board. The latter are the skills, experi
ence, and expertise that the board needs in order 
to improve organizational performance. Both 
kinds of competency should be considered in the 
recruitment and selection of new trustees. Since 
these competencies will change as the needs and 
strategic direction of the organization evolve, 
they should be reviewed on a regular basis. 

Once the right people are in place, their com
petencies must be utilized. One of the board 
chair's key roles is making use of the trustees' 
competencies. The chair, with help from the 
CEO, can do this by actively soliciting input from 
trustees and giving them appropriate committee 
assignments. The chair must, moreover, ensure 
there is adequate time on the board agenda for 
members to express themselves and apply their 
experience and expertise to the issues at hand. 
Overcoming "Group Think" The struggle against the 
"group think syndrome" should be part of the ori
entation process of new trustees. The board chair 
should explain that a key role for governance is 
serving as a check and balance to management and 
that, to do this, board members must ask tough 
questions. New board members need to under
stand that it is okay to disagree with one another 
and with management. This should be reiterated as 
part of the periodic review of the trustee's role and 
as part of the continuing governance education. 
Both the board chair and CEO must foster a board 
culture that not only permits but encourages this 
type of trustee behavior. To foster such a culture, 
board leaders must be open and nondirective dur
ing discussions. 

They should also insist that the board's deci
sion making be done systematically and on the 

GOVERNANCE SYSTEM 

Board Policy Development 
Board Decision Making 
Governance Monitoring 

and Assessment 
Board and Committee 

Meetings 
Agenda 
Meeting Oynamics 

Trustee Selection 
Trustee Education 
Governance Informatl 
Leadership 

Mission. Vision. 
Strategic Direction 

Quality Performance 
Financial Performance 
CEO Performance 
Board Performance 

Organizational 
Paifonmnoi 

kdjutl bw«d on 
manlu «rBuM M M 

monitor 

Utilize standards and 
measures to Judge com
pletion of objectives and 
fulfillment ot responsibilities 
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basis of adequate information. Board members 
should be diverse in terms of their backgrounds, 
skills, education, and experience. Finally, boards 
should set term limits for their members, thus 
guaranteeing trustee turnover. It is not uncom
mon for a board to become inbred and lose sight 
of the organization's stakeholders and their inter
est. The 1998 bankruptcy of Philadelphia's 
Allegheny Heal th , Educat ion and Research 
Foundation is only the latest and most visible 
example of this phenomenon.6 

But such debacles need not happen. If the 
above actions are implemented, a board can be 
active and cohesive wi thout falling prey to 
"group think." 
Making Good Use of Trustees' Time Trustees, especially 
those in the not-for-profit sector, arc volunteers 
who have only a limited amount of time to spend 
on governance activities. This being so, they need 
to thoroughly understand their organization's 
business. If the business is complex, as is the case 
with healthcare, this will involve a significant, 
possibly increasing time commi tmen t on a 

PRINCIPLES OF EFFECTIVE GOVERNANCE 
A board of trustees should: 

• Realize that governance is active, not passive. 
• Understand that governance is a strategic partner with the CEO. 
• Be focused on the future (strategy), not the past (monitoring); it 

should spend 75 percent of its time on the former, 25 percent on the 
latter. 

• Clearly understand its shareholders' interests. 
• Ensure that mission, vision, and values should play a major, visible 

role in its work. 
• Put important board policies in writing. 
• Have a clear understanding of its role, responsibilities, and account

abilities, and those of its individual members as well. 

• Hold regular self-assessment retreats. 
• Have from 10 to 15 members. 
• Have simple structures. 
• Be competency based. 
• Establish measurable objective standards for monitoring the organi

zation's progress, the CEO's performance, and the board's own perfor
mance. 

• Have a formal agenda-planning process. 
• Put its expectations of the CEO in writing. 
• Establish an orientation process for new employees. 
• Establish regular self-education sessions. 
• Put succession plans for the CEO and board leaders in writing. 
• Develop their goals, calendars, and work plans annually. 
• Have a budget and adequate staff support. 
• Have periodic written evaluations of its own performance and that 

of the CEO. (The CEO's written evaluation should occur annually; the 
board's written assessment of itself, its individual members, its chair, 
and its standing committees should be done every two years.) 

trustee's part. 
It is, therefore, extremely important for the 

board's leaders to discuss with a new trustee the 
time that will be required to fill the role effective
ly. In fact, prospective trustees should be coun
seled not to accept board appointments if they 
cannot commit themselves to the time required. 
(Too often, new trustees do not come to under
stand the time requirements until after they have 
attended several board meetings.) Board leaders 
should hold similar conversations with trustees 
they are considering for reappointment. 

Symbolic measures—for example, installation 
ceremonies for new board members—can also 
help reinforce the new trustee's sense of obliga
tion to the board and the organization. And final
ly, as not-for-profit organizations increasingly 
expect more from their governance, they will 
have to give further, careful consideration to 
trustee compensation. This can be controversial 
and will not be the answer for every board. 
However, compensation can no longer be dis
missed out of hand as morally or ethically inap
propriate for not-for-profit trustees. 

THE CHALLENGE OF GOVERNANCE 
Our society is currently undergoing the most dra
matic and sweeping changes since the industrial 
revolution. The organizations that survive and 
thrive in the new century are those now making 
fundamental changes in operations, management, 
and governance. Each part of an organization will 
have to do its part to improve performance. This 
certainly includes the board. Boards must 
become—not just groups of competent, well-
meaning people—but competent groups. D 
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