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ABSTRACT

The current ethos of most nonprofit boards of directors focuses on role clarity between board directors and the executive
director. The board’s role is to collectively set strategic direction and provide oversight while leaving day-to-day operations
to staff. Yet, many individual directors join a board to make an impact on the organization by addressing very specific op-
erational concerns and/or to represent a stakeholder group, and this creates tension at the board table. This article ex-
plores whether there is necessarily a trade-off between the representative and good governance roles of a nonprofit
board director. It will demonstrate that the tension between representing member interests and governing nonprofits is a
false dichotomy. Reconciling these two interests offers some potential avenues for improved organizational accountability.

RESUME

La plupart des conseils d’administration pour les organismes sans but lucratif (OSBL) tiennent a ce que le role des mem-
bres du conseil soit distinct de celui du directeur général. Le réle du conseil est d’établir 'orientation stratégique de l'or-
ganisme et d’en assurer la supervision tout en confiant la gestion quotidienne au personnel. Souvent, cependant, les
membres se joignent a un conseil en vue de résoudre des problemes opérationnels trés précis ou de représenter des
partis pris spécifiques, ce qui peut soulever des tensions. Cet article explore s'il y a nécessairement incompatibilité entre
le réle de représentation et celui de bonne gouvernance sur le conseil d’'un OSBL. L'article démontre que la tension entre
la représentation des intéréts des membres et la gouvernance d’'un OSBL s'avere étre une fausse dichotomie. De surcroit,
réconcilier ces deux intéréts pourrait avoir comme effet d’'améliorer la responsabilité organisationnelle.
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INTRODUCTION

Members of boards of directors bear the ultimate responsibility for the success and viability of an organization (Chait,
Ryan, & Taylor, 2011; Gill, 2005; Ricardo-Campbell, 1997). For the many small nonprofits run by volunteers, this might be
quite direct as they are performing much of the nonprofit’s day-to-day work. As a nonprofit grows, however, and the board
indirectly manages more resources and an increasingly complex stakeholder network, the nature of this relationship
changes. Governance theory suggests the boards of directors of nonprofit organizations should fulfill this responsibility
by setting the organization’s strategic direction and providing fiduciary oversight, without wading into the organization’s
operations (Carver, 2006; Chait et al., 2011; Drucker, 1990; Gill, 2005). In contrast, agency theory (Jensen & Meckling,
1976) argues the central purpose for the board of directors is to represent the interests of the organization’s owners. Since
nonprofits do not have residual claimants, the rights of “ownership” in a nonprofit are weaker than in a for-profit or coop-
erative model (Hansmann, 1980). However, when the membership communicates its concerns to the board of directors
and to individual directors, these concerns are typically expressed as operational issues (Carver, 2006; Danielson, 2017).

Since most boards have developed models that separate board members from involvement in operational matters, address-
ing member concerns is considered the role of management. Yet, agency theory argues boards must ensure management
is acting in the interests of the membership. Fulfilling the board’s obligation as agents of the membership is, therefore, a
challenge within the common governance systems practiced by boards of directors of nonprofit organizations, yet these
issues of representation are of critical importance to them. This article’s key research question is this: Is there necessarily
a trade-off between a director’s role as an effective representative and as a good governor in a nonprofit organization?

This article will demonstrate that the tension between representing member interests and governing nonprofits is a false
dichotomy. Since many of the services being delivered by nonprofits are being done so on behalf of governments, un-
derstanding how representation functions in the nonprofit sector helps to explain how well democracy is functioning at a
local level. The theoretical underpinnings of this article will draw from agency theory to analyze the main nonprofit board
governance models used in Canada and assess how they approach the issue of a potential representative role for direc-
tors. This article incorporates insights from Albert Hirschman’s (1970) Exit, Voice, and Loyalty: Responses to Decline in
Firms, Organizations, and States to argue for a more direct incorporation of representation into nonprofit boards.

NONPROFIT GOVERNANCE AND GOVERNMENTS

The consequences of ensuring good governance in nonprofits is important and ties directly into their evolving relationship
with governments. Revenue from governments in Canada accounted for about 50 percent of the $169.2 billion in economic
activity generated by the nonprofit sector in Canada in 2017 (Statistics Canada, 2019); Statistics Canada (2019) has
broken down the nonprofit sector into three categories, providing information on the percentage of revenue each category
receives from the government. Community nonprofit institutions received 30.8 percent of their funding from the govern-
ment. Government nonprofit institutions received 72.9 percent of their income from government sources. While business
nonprofit institutions received only 1.4 percent of their funding from governments. The sector receives funding from all
levels of government—federal, provincial, and municipal—to deliver services through 2.4 million employees (Imagine
Canada, 2006). Government is increasingly working with the nonprofit sector as a mechanism to outsource services and
in recognition that governments need partnerships to solve the most complex problems facing society (Phillips &
Levasseur, 2004). Thus, in many ways, nonprofit organizations are becoming an extension of government services (Hall
& Reed, 1998), and this has implications for how citizens in society exercise their democratic voice. Indeed, this has
critical implications for the governance of those nonprofits themselves, as directors whose primary impetus for joining a
board is to represent a particular group of constituents—an exercise in democratic voice—take on a broader mantle of
governance responsibilities to serve the organizations whose boards they join.
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Theories of the welfare state and theories of the voluntary sector are inadequate to explain why the government relies
so heavily on the nonprofit sector to deliver services (Hall & Reed, 1998; Salamon, 1987). Theories of the welfare state
suggest that market failure coupled with government failure can explain much of the nonprofit sector: when the market
cannot provide a good at a socially optimal level, but the good cannot command support from a majority of voters, then
the nonprofit sector often fills the gap. However, what this approach misses is that most nonprofit sector funding comes
from government sources (Salamon, 1987). Theories of the voluntary sector suggest nonprofits exist to address a contract
failure problem that occurs when the service recipient and the funder of the service are not the same people (Hansmann,
1980; Salamon, 1987). In these circumstances, it is either impossible or overly costly for a donative funder to directly ob-
serve service or product quality (Hansmann, 2013). The lack of direct quality assurance means that service providers
could shirk service delivery to reduce costs and increase profits. Because of this possibility, the non-distribution of profits
that the nonprofit legal form imposes provides an assurance to funders that resources will not be funnelled from service
quality toward dividend payments. Yet, government funding often is tied to extensive regulations and reporting mecha-
nisms, suggesting the non-distribution constraint is insufficient as a quality assurance tool (Levasseur, 2018; Phillips &
Levasseur, 2004; Salamon, 1987). Lester Salamon (1987) proposes “third-party government” (p. 29) as the explanation
for nonprofit activity along these lines. From this perspective, nonprofits are a mechanism for providing programming
across large geographic areas while differentiating services according to local needs. By contracting different nonprofits
to offer local services, these services can meet the needs of the local population without creating political difficulties. In
many cases, the services are provided by organizations that were helping those in need before the government began
trying to address the problem. This contracting also avoids the need for the duplication of organizational structures; gov-
ernments provide representation at the system level by ensuring that services are provided to constituencies and do so
without becoming involved in specific service delivery. Governments attempt to ensure delivery meets their requirements
through complex accountability agreements, legislation, and regulations, thus ensuring services are delivered in a way
consistent with the government’s wishes (Levasseur, 2018; Phillips & Levasseur, 2004). This allows elected officials to
say they are meeting community needs without risking being blamed for the dissatisfaction that some people feel about
how that need is being met. Instead, day-to-day complaints will be directed toward the nonprofit organization’s board
and staff, rather than toward government and elected representatives. While this outsourcing may solve problems for
elected politicians, it moves questions of representation to the nonprofit sector. However, these issues vary depending
on the type of nonprofit organization in question.

TYPES OF NONPROFITS

Before delving into issues involving democratic representation and the government contracting of nonprofits, it is important
to categorize the different types of nonprofit organizations and to understand both the basic functions of their governance
and how these functions relate to a given organization’s membership. Nonprofit boards are governed by a board of di-
rectors. The board of directors is “an organized group of people with the authority collectively to control and foster an in-
stitution that is usually administered by a qualified executive and staff’ (Houle, 1990, p. 6). How these boards are formed
varies depending on the type of nonprofit organization in operation.

First, it is worth considering the size of a nonprofit's board of directors. Mel Gill (2005) notes that smaller nonprofits
require their boards of directors to be much more involved in the operations of the nonprofit. Many small nonprofits do
not have staff and therefore rely exclusively on volunteers to do the work of the organization. Typically, these small non-
profits’ boards are made up of a few individuals who happen to volunteer for the organization in other capacities. Often,
litle thought is given to the board functions, as board members for these nonprofits are primarily focused on the organi-
zation’s work, rather than governance. However, Gill (2005) notes that even in these circumstances it can be helpful for
the board to divide matters into those that involve governance and those that involve operations. In this way, the role of
the board and the role of the volunteer staff member can be distinguished. Larger nonprofit organizations typically do not
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face these challenges, as the staff and board function are clearly separated. However, depending on the operating ap-
proach of the board, this is not always the case.

Larger nonprofit organizations can be divided by placing them on two axes: donative versus commercial nonprofits, and
mutual versus entrepreneurial nonprofits (Hansmann, 1980). Donative nonprofits primarily receive income from donations,
whereas commercial nonprofits charge for goods and services. On the other axis, mutual nonprofits are primarily controlled
by the members who benefit from their goods or services, and entrepreneurial nonprofits are primarily led by self-selecting
and self-perpetuating boards. These spectra provide four categories of nonprofit organization: “1) donative mutual; 2)
donative entrepreneurial; 3) commercial mutual; and 4) commercial entrepreneurial” (Hansmann, 1980, p. 842). Donative
mutual organizations may be charitable (serving an altruistic purpose) or member servicing (e.g., fraternal organizations)
in their orientation. In practice, charitable organizations may have a formal membership that is a small subset of clients
or community members interested in the organization. In these circumstances, other stakeholders may be considered
part of the moral ownership (Carver, 2006).

The self-selecting board of a donative entrepreneurial nonprofit holds the moral leadership of the organization perpetually
and will often expand the board of directors to include different communities and skill sets to bolster this leadership. Here,
once again, the moral ownership of the organization is likely broader than the formal membership. Commercial mutual
organizations are typically owned by a group that uses the nonprofit’'s services (i.e., the membership). Finally, commercial
entrepreneurial nonprofit organizations receive funding through service delivery and have a self-perpetuating board of
directors. Many of the largest nonprofits, including hospitals and universities, use this structure. The formal membership
of these organizations is the self-perpetuating board of directors. However, the moral ownership is broader and includes
many other stakeholders. Throughout this article, any reference to the membership of an organization is designed to in-
clude the formal members as well as the moral ownership, which includes stakeholders who access services, donors,
volunteers, and community members who support the existence of the organization. Due to the unique structure of non-
profits, nonprofit boards should treat these moral owners in the same manner as formal owners of an organization would
be treated according to agency theory.

THE PRINCIPAL-AGENT PROBLEM
Recognizing that organizations are simply legal fictions, it is logical to ask: Why do organizations require boards of directors?

The role of the board in managing principal-agent problems is critical to answering this question. In businesses, principals
invest capital in companies to make a profit. It is in the managers of a company’s self-interest to maximize their own
salaries and benefits, even if this comes at the expense of the investors. Yet, the managers need the investors’ money
to successfully operate the business. The agency problem, therefore, causes the principals to monitor and control the
behaviour of the agent, and these activities have a cost (Jensen & Meckling, 1976). The boards themselves are agents
of their principles, and the process of electing them is intended to allow the principals to exert their control.

In the nonprofit sector, donations generate an additional source of principal-agent tensions because those who purchase
goods and services are generally not those who consume them (Olson, 2000). Because of this, donors are not aware of
the quality of services provided to the recipients, and thus they require a monitoring function (Brown, 2005). The restrictions
of a nonprofit structure provide some check against this donor-consumer issue by limiting the potential financial rewards
for directors and managers who might shirk their obligations and reduce the quality of their outputs to take the gains as
profits (Hansmann, 1980). This is not to suggest that nonprofit boards do not perform important governance functions.
With mutual organizations, for example, the clients themselves elect the board to perform the quality-check function. In
entrepreneurial organizations, by contrast, the ownership is murky, as both the funders and client can be seen as owners.
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The funders have a clear expectation that their services will benefit the clients, while the clients have an obvious interest
in receiving effective services. Issues of voice and exit among funders and clients thus become relevant.

POWER AND REPRESENTATION

In a seminal work on democratically structured, member-based organizations, Hirschman (1970) introduces three con-
cepts—exit, voice, and loyalty—and these are highly relevant to the success and democratic representation of nonprofit
organizations. Exercising voice is a mechanism by which a customer, client, or donor can attempt to achieve change.
The other option for dissatisfied individuals is to exit an organization. The exit option means that a customer, client, or
donor has chosen to either not exercise voice or to stop exercising voice and stop using the organization’s goods or serv-
ices or to stop donating. The exit option may mean that the voice option is not used. This is a major risk for institutions,
as a silent exit means the organization does not learn about its problems and therefore does not correct them. Hirschman
(1970) explains this issue using a hypothetical public school where students leave for a charter school; this exodus
causes the public school to deteriorate further instead of fixing its problems. Individuals who feel a strong sense of loy-
alty—often active volunteers in many nonprofits—then become an important mechanism of feedback for the board of di-
rectors and management of an organization, as exercised through their voice. It is in an organization’s self-interest to
build and enhance the loyalty of its members by being responsive to their wishes. When this occurs, it increases the like-
lihood of further feedback and creates a virtuous cycle where loyalty leads to increased voice and a decline in exits.
Unfortunately, in practice, short-term interests often negate this virtuous cycle. The board, therefore, should be especially
attentive to the voice and exit actions of the organization’s membership, as the exit of members can indicate that man-
agement may not be effectively responding to issues facing the organization (Jensen & Meckling, 1976).

In circumstances where an organization is not responsive to members’ interests and substitution options exist, mem-
bers—including donors and clients—will exit the organization by withdrawing their patronage or support. If substitutes do
not exist, as is often the case in the nonprofit sector, the membership will attempt to exercise its voice. If this voice is not
heard, the organization will lose members, who will either join other nonprofit organizations or leave the nonprofit sector
entirely. When a nonprofit organization’s membership has few exit options, it also increases the importance of reputational
risks. If member voices are not heard internally, it is likely that they will voice their displeasure about the organization ex-
ternally. This can impact donations for donative nonprofits and sales for entrepreneurial nonprofits. If these actions force
an organization to become more responsive to the membership, it will likely be in the long-term interest of the membership
and organization. It is the role of the representative director to rise to this challenge, which will be discussed shortly.
However, before explaining the challenges the representative director faces, it is important to understand how the role of
the board is understood according to current governance paradigms.

THE ROLE OF THE BOARD

Fundamentally, a board of directors exists to govern an organization. Georg Von Schnurbein (2009) explains that the
role of the board is to provide “global leadership and ensure completion of the organization’s purpose, legitimacy, and
accountability” (p. 100) as well as internal and external stakeholder relationships. This approach contrasts the strategic
and oversight role of the board with the role of staff members, who are responsible for day-to-day operations. While it
provides protection for politicians and governments, this approach raises issues of representation for individuals receiving
services from nonprofit sector organizations. If the government is providing services by outsourcing them, how can dem-
ocratic mechanisms ensure these services meet the community’s needs?

Scholars have developed numerous categorization schemes to show the different ways boards of directors approach
their governance role. There are key legal duties board directors must consider in their performance. They have a duty
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of care, which involves making informed decisions on behalf of the organization; a duty of obedience to ensure the or-
ganization stays aligned to its mission and articles of incorporation; and a duty of loyalty, which requires acting in the
best interest of the organization (Tschirhart & Bielefeld, 2012). This duty of loyalty is also often referred to as a fiduciary
duty to the organization. Beyond these core requirements, the appropriate role of a board is quite contested among schol-
ars, policymakers, and practitioners.

In defining broad approaches to nonprofit governance, different scholars draw different boundaries. Stephen Block (2014)
breaks out three approaches to governance: a traditional hierarchical model taken from Cyril Houle (1990), a policy gov-
ernance approach taken from John Carver (2006), and non-traditional approaches that involve more flexible approaches
to decision-making and authority. Alternatively, Pat Bradshaw, Bryan Hayday, Ruth Armstrong, Johanne Levesque, and
Liz Rykert (2007) classify five approaches to nonprofit governance: Carver’s (2006) policy governance model, which fo-
cuses on means-ends distinctions; constituent representation, which is focused on representing key stakeholder groups;
entrepreneurial, where the board outlines means, ends, and limitations; emergent cellular, which focuses on ad hoc or-
ganizational teams; and a proposed vector model, which integrates elements of the other four. Gill (2005) lists nine types
of nonprofit boards: 1) operational, 2) collective, 3) management, 4) constituent representation, 5) traditional, 6) results-
based, 7) policy governance, 8) fundraising, and 9) advisory. He suggests these board types run on a continuum from
most involved in operations to least involved. While these classification schemes each has differences, they all mention
the traditional approach and Carver’s (2006) policy governance model, which is where this review begins.

Under the traditional model, the board of directors would play a role in overseeing operations alongside its governance
role. Committees were typically developed to mirror staff functions (Gill, 2005). In this approach, boards would commonly
become involved in operational matters related to programming, finances, and human resources functions (Gill, 2005).
The chair was typically a powerful role, often serving as the primary reporting relationship for the executive director.

The policy governance approach was developed by Carver (2006) in the early 1990s as a response to the traditional ap-
proach. A board using policy governance focuses on the distinction between ends and means; the board decides the or-
ganization’s ends, and the means to achieve those ends are left entirely up to the staff. By defining governance as
primarily focused on achievement and the avoidance of behaviours, Carver (2006) provides a clear role for the board
and a clear role for management, though the ends-means distinction still leaves a role for boards to interact with external
parties.

The results-based approach is of particular interest, as it likely the most common model in use by Canadian nonprofit or-
ganizations that have formalized governance structures, though it may not always be referred to by this name. The re-
sults-based approach tries to craft a balance between Carver’s policy governance model and traditional approaches (Gill,
2005). The results-based model does not use some of the more complex elements of the Carver model (such as stating
all policies in the negative), and it does not require the board to stay fully out of operations. In the results-based approach,
boards can become involved in times of crisis but board involvement in operations is typically limited (Gill, 2005).
Essentially, the results-based model and the Carver model seek to focus boards on strategic issues.

Peter Drucker (2005), echoes the emphasis on strategy for a results-based board. He provides a list of three things that
create successful governance in a nonprofit. First, the organization requires a clear governance structure that is focused
on adhering to the organization’s mission and achieving results. This first point, therefore, highlights the importance of
strategy. Second, the organization needs both an effective board and an effective executive officer. Third, the organization
needs a collegial relationship between the board and the executive officer. This collegial relationship is important to note
when exploring how a board of directors can perform a representative function without interfering in operations.

A N S E R J To be notified about new ANSERJ articles, subscribe here. / Afin d’étre avisé des nouveaux Y
articles dans ANSERJ, s'inscrire ici. doi:10.29173/cjnser.2020v11n1a323



http://www.anserj.ca/index.php/cjnser/pages/view/notifications
http://www.anserj.ca/index.php/cjnser/pages/view/notifications?locale=fr_CA#
https://doi.org/10.29173/cjnser.2020v11n1a323

Piscitelli & Geobey (2020)

Before exploring operations, Gill’s (2005) seven functions of a board should be highlighted: 1) establishing the mission,
2) providing financial stewardship, 3) overseeing human resources, 4) monitoring performance, 5) community represen-
tation, 6) managing risk, and 7) ensuring proper management during times of organizational crisis. Two items on this
list—monitoring performance and community representation—tie into the role of a director as a representative. Community
representation, according to Gill (2005), involves the promotion of the organization, representing community interests at
board meetings, ensuring stakeholder representation during the nominating process, and “facilitating stakeholder input
to planning” (p. 64). These four sub-functions of community representation demonstrate that, according to results-based
governance, boards should play a role in representing membership interests as one of their core functions. A great deal
of research suggests that strong board governance and organizational success are related (Bradshaw, Murray, & Wolpin,
1992; Brown, 2005; Green & Gerber, 2008; Herman & Renz, 1997, 2000; Olson, 2000). But effectiveness as a direct
result of monitoring performance is not as straightforward as it may seem since different stakeholder groups determine
organizational effectiveness using different criteria (Herman & Renz, 1997). Consequently, for boards attempting to eval-
uate organizational performance, the process must be done in a manner that allows for diverse viewpoints to be heard
and understood. Yet, it often creates tension when a board has a director focused on responding to these diverse views.

THE CHALLENGE OF REPRESENTATION

When a customer, client, or donor of a member-driven nonprofit is dissatisfied with organizational performance, they may
seek to join its board of directors. Yet, conflict often arises within boards when new directors join the board with the ex-
pressed goal of representing constituents or implementing a platform. Houle (1990) highlights that when board directors
join on a platform, they are often not aware that the responsibilities of the board go beyond addressing one or two specific
issues. This type of board director, one who joins a board with the goal of implementing a platform or representing a
group of constituents or stakeholders, will be defined as the representative director. The representative director believes
part of their job is to represent the viewpoint of groups of stakeholders at board meetings. This viewpoint will be a sub-
component of the wider set of beliefs brought to the role. Therefore, the representative director may range in overall per-
formance from a high-functioning director to a serious problem for the board. For example, a director elected with a focus
on adding a new program who has no interest in discussing anything else can be a serious problem. Alternatively, a
director wishing to focus on adding a new program who also recognizes this advocacy must be conducted within the
confines of the duties of care, obedience, and loyalty may be an asset to the board.

In a lengthy list of problems with some board directors, Houle (1990) includes two potentially related to the representative
director. The first concern involves board directors who join a board with minimal interest in the role of governing but a
high level of focus on one or two issues the organization faces. In these circumstances, the board director is simply not
contributing enough, and this leaves the rest of the board to pick up the slack. The second concern involves directors
who “may have specific interests or motives that adversely affect their judgement or that cause them to use their positions
to gain unfair or underhanded advantages” (p. 17). These directors make decisions that create a personal gain, which is
a clear violation of their fiduciary duty. However, Karine Levasseur (2018) echoes these concerns in a study of nonprofit
daycare providers that shows how difficult it is to ascribe motives to directors. She shows that some directors make de-
cisions for personal, rather than professional reasons. At times, however, a board director may not be motivated by per-
sonal gains but because they believe the interests of a group they represent are not being addressed by the organization.
Neither type of problem board director discussed by Houle (1990) is limited to the representative board director, but these
problems may be more common among representative directors.

Drucker (2005) opposes the very idea of democratically electing boards. His chief concern is not the election process

itself but that the process leads to directors running on platforms rather than being selected for the skills they can bring
to the board. Houle (1990) argues that establishing the voice of client services may be important through client councils,
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but the board itself is not the appropriate place for clients themselves to sit, as they may represent their own niche stake-
holder community rather than the organization as a whole. Though not opposed to the presence of clients on boards,
Alan Broadbent and Franca Gucciardi (2017) raise the difficulty for directors in distinguishing what is in the best interest
of the organization from what is in the service recipients’ interest. Since a board director’s legal fiduciary duty requires fo-
cusing on the organization’s interest, this problem is especially pressing. Despite raising concerns associated with clients
serving on boards, Broadbent and Gucciardi (2017) highlight the importance of a board being “connected to the people it
is serving and includ(ing] their voices in its work” (p. 89). This raises a question as to why the client’s perspective is im-
portant. If it is as important as implied, the representative board director, whether elected or appointed, would seem an
ideal mechanism to provide the voice of the people an organization serves at the board table.

Much of this criticism may be the result of over applying a corporate governance model in which a small group of share-
holders are effectively able to hire and appoint all the directors to a nonprofit context. In the corporate realm, much of the
core expertise of governance is expected to exist primarily on the board itself. Yet in a nonprofit context, this may not be
wholly appropriate if different stakeholder groups are to be represented. A completely different set of models coming from
elected governments, particularly local governments, is built around representatives who do not have all the required fi-
nancial and legal expertise (see Figure 1). As a consequence, civil servants in municipal governments become adept at
providing expertise framed in plain language, which allows elected representatives to support effective decision-making.
In this model, the civil servants provide expert technical advice and the elected representatives focus on being responsive
to constituents’ interests (Fenn & Siegel, 2017).

Figure 1: Municipal public policy development
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Source: Fenn & Siegel, 2017

ADDRESSING THE REPRESENTATIVE DIRECTOR

The necessity of being attuned to the needs of membership is a common theme in governance models. In the policy
governance model, which is a useful example as it has the clearest distinction between governance and operational
tasks, understanding membership interests is recognized within the “linkage to the ownership” (Carver, 2006, p. 199)
function. Carver (2006) recognizes the importance of the board representing the interests of the ownership, suggesting
boards should ensure they have mechanisms to hear the concerns of the membership. He argues that directors should
“abstract up” (Carver, 2006, p. 243) an operational concern to a board-level strategic concern with an example:

[If] the board is worried about late-working employees going to their cars in a dark parking lot, it would abstract
that concern up to its value about endangering staff in any way. The next level above that one might be the
board'’s value about prudence and ethics with regard to staff in general, but it is likely to have already covered
that broad issue. having thus abstracted up a little too far, the board would then come down just a little and
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discuss the policy that would deal with the highest form of the issue it has not yet addressed (general endan-
germent). (Carver, 2006, p. 243)

Unfortunately, the policy governance model’s complexity makes it difficult for board directors to understand how to place
an item appropriately on the agenda for discussion. A new board director, in particular, may find it difficult to contribute;
this makes it likely that a representative director will become frustrated and a disruptive, rather than constructive, influence
on the board. Understanding this complicated practice is simply not realistic to expect from new board directors. Instead,
an experienced board director—ideally the chair—should help the new board director work the issue from the low-level
concern up to a higher-level issue that can be understood at the board table when using the policy governance model.

While results-based governance may make it easier for newly elected representative directors to contribute, there is still
a steep learning curve for new directors. The chair of the board, the executive director, and other experienced directors
still have an important role to play. It is incumbent on the board as a whole to create an environment where the repre-
sentative director has constructive avenues to voice concerns about the organization. The representative director needs
latitude in sharing concerns without immediate attempts to silence their view or persuade them that what they are asking
for is not possible. At times, particularly early in a new director’s tenure, these concerns will be operational in nature and
out of scope for the board of directors. In these circumstances, the board’s chair should help the director understand
what the board’s function is and what is out of scope as purely an operational concern. The executive director also plays
arole in creating a climate that welcomes insights from directors. An effective management team should view information
from the representative director as valuable insight into member perspectives and consider if this new information about
operational issues changes the approach that should be taken. Finally, the board should strive to understand what gov-
ernance issues are behind the operational concerns of the representative director. Ultimately, the board’s goal should be
to create a trusting environment where all directors feel comfortable sharing their viewpoints. The willingness and desire
to change is perhaps the greatest gift the representative director brings to an organization. The representative director,
even if unsuccessful in achieving their platform, is driving the organization forward by being open to change.

There is a caveat: Just because someone shares personal characteristics with a segment of stakeholders, it does not
mean their voice necessarily represents that group as a whole. Instead, this person brings a perspective that is informed
by their life experiences. It is also possible for someone to represent a stakeholder group to which they do not belong.
These people may not share the experiences of the stakeholder group or be able to communicate what the stakeholder
group faces directly, but they can still challenge the board to consider the needs of a stakeholder group that is being neg-
lected. The board should ask questions such as: “How would these stakeholders frame the issue and define a successful
outcome? What would each group regard as a worst-case scenario?” (Chait et al., 2011, p. 129). In these circumstances,
it may require additional effort on the part of the board to reach out to stakeholders so their voices can be directly under-
stood. But if a representative director can get the board to take on this task, they will have represented their constituency
group’s interest and served the interest of the organization.

CONCLUSION

According to agency theory, a central role for boards of directors is to ensure the interests of the ownership are paramount
in the considerations of management. A strong linkage between the ownership and board provides a valuable tool for
ensuring that an organization can fulfill its purpose. While the concept of ownership in the nonprofit sector may not be as
clear, this is not an excuse to ignore the important linkages that should exist between the board and the ownership,
whether that ownership is the membership, the donors, the clients, the customers, the broader community, or some other
group. Indeed, defining an organization’s moral ownership can be a valuable task for boards of directors to undertake
(Carver, 2006).
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Further research is needed to examine how the separation of operational issues from governance among boards of di-
rectors intersects with agency theory. Practical implications should be a major focus of this research. Scholars should
begin by examining how nonprofit sector directors conceive their role when representing the ownership. What conflicts
do they experience when trying to represent the membership, donors, clients, and/or customers? Researchers should
also attempt to develop a list of case studies, tools, and approaches that nonprofit sector organizations are using to re-
spond to and enhance the voices of the ownership. Recommendations from this research could help boards of directors
develop new approaches to representing the interests of their ownership.

Further research should examine how the tension between representing ownership and governance manifests itself in
the cooperative and municipal sectors. The literature examined here primarily dealt with the nonprofit sector (including
nonprofit cooperatives). However, for-profit cooperatives would likely experience many of the same challenges.
Municipalities and school boards also warrant special attention. While they technically fit within the category of nonprofit
organizations, the election of school board trustees and city councillors through citywide elections makes them unique
cases for exploration.

Modern governance theories suggest there is a tension between representing member interests and adhering to gover-
nance requirements of nonprofits. However, this distinction is a false dichotomy. Boards can better serve their organizations
by representing the membership while adhering to modern governance theories.

Typically, board directors who join a nonprofit for representative reasons are interested in contributing to the organization.
Representative directors join the board to make a difference and serve the organization. These directors’ efforts can
become disruptive if the board is not effective at giving the representative director a voice and guidance. This is particularly
common when an issue is brought forward by a representative director, and it is unfortunate because this misplaced debate
causes boards to waste energy on triviality when they have an opportunity to make a positive difference. Instead, boards
should directly address the principal-agent problem by providing a voice for client stakeholders within the organization.
Boards seeking to fulfill their fiduciary obligations would be wise to consider the underlying issues brought forward by rep-
resentative directors. When a representative director brings up a governance issue, the board should provide space on
the agenda to discuss the issue. Even operational concerns raised by representative directors warrant consideration, albeit
not in the same way. These issues should be explored for the underlying value that is driving the issue. While the issue
itself may be operational in nature, there is almost always an underlying policy or value that has led to the operational con-
cern. In this sense, the representative director has a role that incorporates elements that are similar to those of an elected
non-partisan city councillor. When the representative director is heard, rather than being treated as a problem director,
they have provided a necessary voice for members, prevented organizational exit, and built loyalty among clients.
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