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INTRODUCTION

FOR A SMALL (or very small) nonprofit, there may be nothing as important to its mission or overall success as the quality of its board.

The point might be best made by contrasting the small nonprofit board with the board of a large—or enormous—nonprofit. Board members of a billion-dollar hospital likely can’t know the name of every doctor or nurse in the hospital’s huge workforce. They likely haven’t set foot in every room of the vast institution, and they haven’t evaluated every single contract line by line. They rely on the CEO to administer policies on their behalf, and the CEO, in turn, relies on a significant staff to get things done.

For an organization such as this, the quality of the board will only partially affect the health of the overall nonprofit. Would a board making consistently bad and irresponsible decisions affect the hospital’s viability? Yes, of course. Would a merely mildly ineffective board damage the overall health? Probably not noticeably. There’s just too much inertia and institutional knowledge to counteract a board’s minor neglect.

This is not the case at a small or very small nonprofit.

Board members at small nonprofits are often highly engaged in the work of the organization, often by necessity. They may even be essential to its work and continued operation, making up the core of a group of volunteers and doing the actual work of the nonprofit. Board members of small nonprofits often know every tiny detail about the organization—after all, it’s a small nonprofit, so maybe there’s just not all that much to know.

Because of this, a board that is just ‘mildly ineffective’ likely means that the entire organization is ‘mildly ineffective.’ Or worse. The board’s decisions are amplified, affecting the entire organization and the success (or failure) of its mission very quickly.

On the other hand, the board of a small nonprofit that understands its role, that is focused on the right tasks, and is committed to improvement will create an organization that is bigger than the sum of its parts.

Reaching this place, though, can be challenging for a small nonprofit. Small nonprofits often have—frankly—very ‘green’ boards. A majority of board members on a small nonprofit board may never have served on a board before. Whereas by the time you get invited to join the board of a hospital, you have probably served on a dozen boards.

The depth of experience at a small nonprofit is just not as deep.

This slim handbook is designed to be the tool those board members need to understand the roles and responsibilities of being on a board of directors—especially the board of directors of a small nonprofit. It’s intentionally short so that you can get what you need and then get back to the business of your board.

This book is broken up into three main sections:

The first, and most important part for a new board member, covers the basic responsibilities of the work. What does a board do? What is your job? What will your first meetings be like? What questions should you ask? Even veteran board members may find this part to be a useful refresher.

With that baseline established, the second part covers some specific ways to improve the board, including some foundational board elements I recommend boards build, ideas for getting things done, and board recruiting. There’s also a chapter specifically for executive directors to help them better understand how to support the board.

The third section of the book covers board leadership—primarily the president (or chair) and also the common positions of president-elect, past president, treasurer, secretary, and committee chair. It should be helpful to someone stepping into the office for the first time, as well as a new board member who is looking for clarity on responsibilities of the officers on the board.

The third and final part of the book is the appendix, which contains specific notes for boards without staff and an overview of Robert’s Rules of Order.

Throughout all sections, you will discover useful tips, practical suggestions, and big ideas, specifically for the small nonprofit.

HOW BIG IS A SMALL (OR VERY SMALL) NONPROFIT?

As a working definition, a small nonprofit has a budget of less than $1.5 million and fewer than 15 people on staff. A very small nonprofit has a budget of less than $250,000 and only one or two staff members.

There is another kind of board member who should find this book helpful: one who sits on the board of a young nonprofit. Everything is new on the board of a young nonprofit—there aren’t cultures or years of policies to rely on. So even if your nonprofit is bigger than what I define as a ‘small’ nonprofit, there should be a lot here for you as well.

MY STORY

I always believe it’s important to share my own story before we delve into the meat of the book.

I got my start in nonprofits early. My first job out of college was for a nonprofit and it’s been nonprofits ever since. Whether in positions of marketing, development (fundraising), or administration—I’ve been the director of two nonprofits and interim director twice—my heart is with the great work that nonprofits do.

My first real contact with a board of directors was at the age of 23, when a board hired me as the director of a nonprofit movie theater—something of a dream job for a film buff like me.

I still remember that final interview in front of a board of 17 people. It almost felt like a firing squad, with questions coming from all sides. But I was hired!

At the time, the theater was only six years old, and many of the people on the board were founding members of the nonprofit. In the early days, that first board had been essential to keeping the lights on and the popcorn popping. But with a renewed interest in independent cinema from the community, the theater was doing much better financially, leading to a time of real questioning for the board. If they weren’t sweeping up the theater, what was their job? They had to weigh the overall direction of the theater, learn about fundraising, and figure out their role in a new landscape.

In retrospect, I had some opinions about the board’s decisions and pushed them pretty strongly in the direction I favored. I was young, just two years out of college, and it was still a shock to me that not everyone would agree with what I thought were clearly very good ideas. Through that experience I learned a lot about listening and working with a group of people who had a shared vision but different ideas on how to get there.

The job did put me into a more visible place in my hometown of Tacoma, Washington, and soon I found that I started to be invited onto boards. Both my parents had volunteered on boards when I was growing up, so I was excited that it was ‘my turn.’ I thought it would be prestigious somehow, or that this is what it meant to be an adult, so I agreed to sit on a few boards, sight unseen.

So it came as a surprise when, after less than a year on my first board, I discovered that the organization was never actually issued a check for a key grant it had been awarded—yet the nonprofit still provided the service anyway. There was now a huge loss on the books totalling tens of thousands of dollars. And I also learned that I—as a board member—would be personally liable if we didn’t find the money. What? No one told me that board members were liable!

It should tell you something about how much I like board service that, even after that experience, I’ve continued to serve on more than a dozen boards, committees, and advisory groups. I’ve been in all sorts of roles—from the new guy who doesn’t know anyone to the old hand who explains to new board members how things work.

I’ve served on boards during capital campaigns, when hiring an executive director, when a director had a sudden absence and had to leave, during crisis situations, and more. I have even had an uncommon experience in the world of nonprofits—while I was serving as president of the board of one nonprofit, that board decided to enter into talks to merge with another nonprofit, combining their missions, staff, and resources. But that wasn’t enough of a hurdle: the merger had a fixed deadline, so that funding sources could be correctly transferred. And we had to get the approval of three elected bodies, comprising a total of 19 individually elected officials. What I had thought would be a relatively easy year as president turned into a major endeavor of handholding, special planning meetings, and very long phone calls. But we did it! And the merger has stuck.

All that diverse nonprofit and board experience ended up coming in handy when I was elected to the board of Metro Parks Tacoma, a junior municipal agency with an annual budget of more than $50m. While on that government board for 12 years, I worked with my fellow commissioners to set policy, represent the public interest, and supervise the executive director in the operations of the park district, which comprises more than 90 parks, several beaches and pools, and even two zoos. An elected board overseeing a public agency has several key differences from a nonprofit, but many of the principles governing how a board interacts with staff and the overall mission remain the same. My experience there has further clarified just where a small nonprofit should emulate a big board—and where it shouldn’t.

I hope that all my experience, from organizations large and small, will be useful as you get ready to join a board of directors.

MEET DENNIS

In my experience, stories are always more compelling than lectures. With that in mind, my previous books for small (and very small) nonprofits told the story of Linda, the executive director of the Smallville Historical Society. We followed Linda’s initial work to get a handle on her nonprofit in The Little Book of Nonprofit Leadership, her journey into fundraising in The Little Book of Gold, and her embrace of marketing and social media in The Little Book of Likes.

Linda will make a cameo in this book, but we’re going to follow someone else instead.

Meet Dennis.

Dennis is a retired plumber. Not one to let grass grow under his feet, after he retired he soon started volunteering at the pioneer cabin operated by the Historical Society. Dennis discovered a new joy he never would have imagined when he was younger—dressing up in period costume and giving presentations to school tours about Smallville’s pioneer days.

When he got a fundraising letter from Linda asking for support, he happily gave $250 to the organization he liked so much. He didn’t know at the time that it was a gift larger than many Historical Society board members had given. And he didn’t know that Linda immediately started to think of him as a possible candidate for the board.

The next time someone stepped down from the board, Linda emailed her board president and suggested he meet with Dennis to talk about the possibility of joining the board. Dennis agreed to meet, though he was reluctant. He’d never thought of himself as someone who would be in a boardroom even in a volunteer capacity.

His first question to the board president might be familiar to many of you.

“Just what does a board of directors do?”




PART ONE:

HOW TO BE A BOARD MEMBER




CHAPTER 1: WHAT DOES A BOARD DO?

“JUST WHAT DOES a board of directors do?” Dennis asked the board president.

It’s a simple question, but there’s no simple answer. The board of a hospital does different things than the board of a soup kitchen. The board of a nonprofit going through a capital campaign does different things than a board looking for a new executive director.

But while the activities might be different, the core responsibilities of a board member remain consistent throughout all nonprofits.

The board president nodded at Dennis’s question, appreciating that he was willing to be candid about what he did and did not know. “We do a lot,” he said, “but it may not be in the ways that you think. In fact, our first and most important job may surprise you. We advocate and act as ambassadors for the mission.”

ADVOCATE AND BE AN AMBASSADOR FOR THE MISSION

Dennis looked at the board president blankly. “The mission?”

“It’s the legal reason for our existence. Do you know it?”

Dennis thought about it. “The Historical Society promotes Smallville history. . . and stuff.”

“Right,” the president smiled. “It’s the ‘and stuff’ that gets tricky. Specifically, our mission is ‘to preserve, protect, and promote the history of Smallville.’”

“Seems clear enough,” Dennis said.

“Our job to work as ambassadors is to get the word out about the mission. That’s one part of it. But we also have a duty to advocate for the mission internally. To make sure that we are living up to what we said we’re going to do. For example: we preserve, protect, and promote history at the Pioneer Cabin. But there’s nothing in the mission that says we’re confined to the cabin. So at our last retreat, we brainstormed ways we could live up to our mission all over Smallville and feature eras of our history beyond just the pioneer days. That sort of thing.”

“That sounds fun,” Dennis said.

“It was,” the board president said with a grin. “But sometimes, it’s more challenging. Because we also have to watch for things that pull us away from the mission. Let’s say there was a grant available for 40,000 dollars that could only be used to talk about arts in Smallville. Should we apply for it?”

“That’s a lot of money, obviously, but I guess not.”

“Not an easy choice, is it? We’d certainly want to check if there were a way to use it to tell the story of arts in the history of Smallville. Or maybe the grantor includes cultural nonprofits with arts organizations. But if we couldn’t use those ‘lenses,’ you’re right. We shouldn’t apply for it.”

The mission of a nonprofit is more than just a nice idea. It’s the legal reason for your existence. This is a common model for nonprofits and charities and non-government organizations (NGOs) around the world. In some countries, such as the United States, Canada, the United Kingdom, and Australia, nonprofits file their mission with the national tax authorities and (sometimes) might be asked to demonstrate how their work aligns with it.

The board is responsible to the government and to the wider community, to make sure the mission is followed.

Why is this a big deal? Because the mission is what grants your nonprofit its special tax-exempt status. If there were no mission, you would be just a regular business and you would be taxed accordingly.

(Note: Nonprofits can still find ways to generate non-mission-related income streams. For example, a theater can rent out its auditorium to a corporate meeting. Your nonprofit should consult a tax attorney, or confirm during an annual audit whether there is any tax liability for income that may not be strictly ‘on mission.’ Raising the question is an important duty of a board or individual board member.)

SET POLICY

“Our next big role is in setting policy,” continued the board president. “I know it sounds boring. But it’s vital to making sure that the nonprofit is on the right path.”

“Can you give me an example?” Dennis asked.

“Well, two board meetings ago, we passed a policy about how we manage the artifacts in our collection. And at our last meeting, we adopted an environmental stewardship policy. In response, the staff will start making efforts to use pitchers of water at events instead of water bottles, and biodegradable forks and knives.”

“That seems like it’s not really related to history,” Dennis said.

“It doesn’t have to be. Policy is about how we fulfill our mission—all aspects of it. It can cover personnel, finances, board operations, and more.”

“What other policies do you have?”

“Many. We don’t store customer credit card numbers. Employees working more than 30 hours per week are eligible for benefits. Partner organizations must be approved by the board of directors. Policies create a framework for how we operate, one that our executive director Linda has to work within.”

Let’s face it: reviewing, revising, and adopting policies can be pretty dry work. But if a nonprofit board can get into the habit of thinking about policies, they create a good culture for actually going about the work. And they can save time at the board meeting, too. When a particular question comes up at the board level several times, the board has the opportunity to say, “Should we have a policy that covers this so we don’t have to keep considering it over and over again?”

Think of policies as guardrails for the board and the executive director to stay within when going about the work of the mission.

I will note that a rare few nonprofits take this too far, and start creating policies around things they just don’t like, no matter how minor. “Casual Fridays are not allowed” is the kind of policy created after a Casual Friday gone wrong. Generally speaking, the temptation to create a narrow policy like this is counterproductive. Setting policy is an important function of a board, so long as it doesn’t try to use policy to overly prescribe the actions of the executive director or staff carrying it out.

ENSURE THE FINANCIAL HEALTH OF THE NONPROFIT

“The other way we direct how the nonprofit runs is through the creation of an annual budget,” the board president said. “We as a board have a responsibility to keep an eye on the finances. So we establish what we’re going to do every year with a budget, and then we get reports on it from the treasurer at every board meeting.”

“I haven’t spent a lot of time with big budgets and stuff,” Dennis said.

“The budget isn’t that big,” the board president said with a smile. “Although hopefully it will be someday. But really, don’t worry about it. We will take you through orientation before you officially join the board. And there’s always a learning curve. It’s not a problem at all. As long as you’re willing to ask questions and do your best.”

“I can do that.”

“It’s worth pointing out here, too, that—technically speaking—the most we as a board get to weigh in on the daily operation of the nonprofit is through the budget. It’s like a policy expressed in numbers. It’s the job of the executive director to carry out our budget, within the guidelines of policy and the mission. She reports how we’re doing at board and committee meetings, by providing written reports and—of course—financial reports. But we don’t really get to tell her how to run day-to-day operations.”

“I get that.”

The board president smiled. “I know, it all makes sense in theory. And we’ll talk more about that in a second. For now, though, just know that the budget is the main way we set operations for the year.”

THERE’S HIDDEN LIABILITY HERE TOO. . .

“The next thing I’m going to say might scare you,” the board president said. “But I want you to know. Board members are legally and financially responsible for the organization they serve. That means that, should something terrible happen, board members could be held liable.”

Dennis looked surprised. “Really? And people are willing to be board members despite that risk?”

“Well, here’s the thing. We carry insurance that protects the board from liability should the worst ever happen. So it’s almost certain that we’re fine. But I have heard that the insurance can be pierced in situations of extreme negligence. It pays to understand the numbers, I guess you might say.”

I don’t mean to scare you either, but this must be said. Board members are legally and financially responsible for the organization. I know because this happened to me on my very first board.

As I said in the introduction, the organization had expected a grant from a foundation for tens of thousands of dollars—and spent the money expecting it to come in. It never did. To this day, I still don’t know what went wrong. But I do know that the board passed the hat. Because we—the board members—were on the hook.

The good news is that nonprofits can protect their board with something called Directors & Officers insurance. This insurance is relatively cheap and is widely available in the United States and worldwide. It should be considered an essential part of board service. Whether you are on a nonprofit board right now, or considering joining a board, your next question to the board president or executive director should be: “Do you have D&O insurance?” It’s that important.

INTERLUDE

Whether enormous or very small, these three board responsibilities—mission, policy, and financial oversight—will create a functioning nonprofit. Every board, no matter the size, has these three responsibilities. That doesn’t mean that the duties we’ll cover later are optional, but rather that these three form a particular core of responsibilities for governance.

Think about it this way: the first task of a board is ensuring that a nonprofit is on mission. The next task is setting general direction for how that mission is carried out, as expressed through policy. And then they ensure that it has the financial resources to do so.

With those three things established—mission, policy, and budget—an executive director should be able to carry out the vast majority of the daily business of a nonprofit on behalf of the board.

FUNDRAISING

Not all nonprofits need to fundraise. Perhaps they rely on large grants or contracts, or earned revenue, or perhaps the nonprofit is so small that the band of volunteers doesn’t need to raise money for what they do.

But most nonprofits do fundraise, and the board should be part of those efforts. It’s an extension of the board’s financial oversight responsibility. If your nonprofit is asking for donations from others, then your board members have a duty to give, too, and there should be no exceptions. The norm should be 100% giving. (For a plan to get there, if you aren’t already, I recommend my book The Little Book of Gold: Fundraising for Small (and Very Small) Nonprofits.)

I like to say that, for individual board members, this means giving a gift that is significant to them. Another way to phrase this is to say that, whatever giving you do to other charitable organizations, one of your three biggest financial gifts of the year (by total dollar amount) should be to the nonprofit on whose board you serve. Some board members give a smaller monthly amount if they can’t afford to write a single check once a year.

Some nonprofits have a ‘give it or get it’ mentality for board members. That means that if you don’t have the resources to give yourself, you are obligated to raise it from others. As far as I’m concerned, that’s not the full story. It’s not an either/or. You should be doing both. Give and get. What that entails varies by nonprofit.

During his meeting with Dennis about joining the board of the Smallville Historical Society, the board president laid out the fundraising responsibilities expected of a board member. “We do have an expectation of 100% board giving,” the president said.

“Is there a specific amount I’m expected to donate?” Dennis asked. (Some nonprofits do have a number. It’s important to know these expectations before you join!)

“We don’t set a number,” the board president said. “But you should know that the average annual gift from the board is just over three hundred dollars. It’s been rising slowly for the past couple of years, which we’re very proud of. We ask board members to give a stretch gift that is significant for them. The amount is treated confidentially, as it is for all donors. Only the executive director and I know the exact figure any single board member donates.”

The board president continued, “We also expect our board members to call donors who give more than 100 dollars and thank them for their donation. That usually means a handful of calls per board member. And we ask that you attend our annual fundraising breakfast and fill a table with your friends. That’s it!”

That is a very reasonable expectation for a board member of a small nonprofit. It’s focused, and it doesn’t waste the board member’s time trying to sell raffle tickets or other high-energy, low-yield activities that can often sap a board member’s energy and divert them from their other, more important duties.

Your board might have slightly different expectations, such as setting up a meeting with a friend who is being cultivated as a donor, and possibly attending that meeting with the board president or executive director. And membership organizations that don’t raise a lot of money might ask their board to help with membership growth by encouraging member renewals or helping to recruit new members. This is another form of fundraising.

A NOTE ON ‘FUNDRAISING BOARDS’

Sometimes a nonprofit board member will tell you that their board is a ‘working board’ and not a ‘fundraising board.’ I should tell you now: this is a false distinction.

Sure, the board members of the Metropolitan Museum of Art in New York City spend huge amounts of time fundraising for the organization. If that’s not a fundraising board, I don’t know what is. But you don’t have to be expected to raise millions of dollars at swanky parties in order to fundraise for the nonprofit. Anyone who chooses to serve on a nonprofit board should be expected to make a generous gift (whatever that means to them).

You can be both a working board and a fundraising board.

STRATEGIC PLANNING AND VISIONING

“There’s another important part to our work, and it’s actually one we’re in the thick of right now,” the board president continued. “Strategic planning. We have a budget for the next year, but it’s our job as a board to look ahead longer than that. Three years, five years, maybe even longer in some cases. We need to know where we want to go so that every year we can make a little bit of progress in that direction.”

“Can you really plan more than five years out?” Dennis asked. “A lot could change between then and now.”

“A lot almost certainly will change. We expect that. But there are some things we can probably make reasonable assumptions about, too. For example, we have a contract with the state to operate the pioneer cabin on their behalf. We know the state budget always seems to be tight—and might keep getting tighter. So we want to make sure we develop some alternate ways of running the cabin without that contract if we ever need to. That’s one part of the strategic plan. We also want to expand our programming outside the cabin.

“Operating the cabin is not the only thing we do, though people think it is. So what if—God forbid—something terrible happened to the cabin? A fire or a tornado or something. Would our nonprofit cease to operate because the cabin was gone? We want to ensure that our work with schools and other events are robust, so we have a backup plan in place. So we’re working on strengthening those as well. That’s less about ‘visioning’ and more about making sure we’re not at risk. But both get to the same thing: thinking about the nonprofit over the long term. Mostly it’s good work, but people have different values and ideas and we’re trying to reconcile those. And it’s easy to get caught up in monthly reports and the budget. But I’ve worked really hard to make sure we have time on the agenda this year for the strategic plan. I think it will really pay off.”

A strategic plan is often called a ‘long-range’ plan, or any number of other similar names that gets to the same idea. No matter the name, the plan needs to ask the big-picture questions: Is our market changing? Is the nature of the population we serve changing? Are funders changing how they see our work? How is technology changing how we might do business? Could we widen, or narrow, our mission and have a greater impact? How much money should we have in the bank?

Strategic planning is an extension of a board’s three core responsibilities of mission, policy, and financial oversight. It’s taking that work and projecting it out into the future in such a way that an organization can try to prevent being caught unaware by a significant change. Too many nonprofits find themselves in a place where their funding has been cut off because they didn’t diversify it, or the need they serve has changed enough that they are no longer equipped to fill it.

Despite the importance of strategic planning, it is
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