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The Association Resource Centre’s Not-For-Profit Pulse is a bi-monthly publication that shares the results of short online surveys of sector
leaders on the topics, trends, issues and benchmarks that really matter in today’s not-for-profit sector.

This edition of the Not-for-Profit Pulse seeks to paint a picture of nonprofit boards in Canada. Specifically, it looks at perceived
effectiveness of board governance, best practices around board member recruitment and retention, and examines additional characteristics
such as board size, governance style and common board policy areas.

The sample for the survey on Board Structure comprises a total of 121 Canadian not-for-profit organizations with representation from
industry /trade, professional, charity and special interest groups. It is important to note that the results of this survey reflect the responses from
those surveyed only and are not necessarily representative of the entire Canadian not-for-profit sector.

Effective board governance is critical to the success of nonprofit organizations. In many cases, effective board leadership can
spell the difference between an organization that is just ‘average’ and one that is truly outstanding. The symptoms of a
board that is not operating to its full potential are classic:

o Micromanagement: Directors are so busy focusing on the small details that they fail to see or make proactive decisions
to deal with the big issues looming on the horizon.

o Slow Decision-Making: Coming to decisions is laborious and time-consuming and is often hampered by politics and /or
personal agendas.

e Stakeholder Disconnect: There is a lack of connection between the board and its members or other key stakeholders.
The board doesn’t understand the needs of its constituents and the constituents, in turn, don’t feel like they have any
influence over the organization’s agenda.

o Lack of Direction: The board is constantly jumping from one priority to the other. They spend a lot of time ‘putting out
fires’ instead of creating and following a proactive strategy.

The results of a board that isn't operating at its full potential vary but can range from different stages of stakeholder
apathy all the way to full blown organizational paralysis due to a lack in the board's ability to implement and follow
effective decision-making processes.

The structure, policies and procedures of a board all play a key role in determining the extent to which nonprofits face any
of the above challenges. ‘Getting the right people on the bus’ by selecting board members with appropriate skills and
experience is also critical. The following highlight report examines various elements of nonprofit board structure as well as
director recruitment practices and seeks to provide insight into the role these different factors play in influencing board
effectiveness.
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Are Canadian nonprofit boards truly effective? According to the participants in this survey, there is significant room to improve. When
asked how effective they felt their board was in providing financial and strategic leadership to their organization on a seven-point scale,
the average rating from all organizations was just 4.4, indicating they are typical not far from the starting block when it comes to creating
and fostering a highly effective board.

While half of the survey participants provided ratings of 5 or 6, indicating they feel they are doing a lot of things right with regard to
board effectiveness, very few participants (3%) awarded top marks. On the flip side, more than a quarter awarded a failing grade of 3
or less.

Looking at the different nonprofit types, none stand out as
having particularly effective boards (on average). The highest

ratings tended to come from those in charities. Governance Style N=119 N=53 N=64
Adpvisory /strategic board 35% 19% 48%
Operational or 'working' board 14% 28% 3%
Policy board 11% 13% 9%
Collective board 6% 4% 6%
A di h | £ thi h . Combination of any of the above 32% 32% 33%
ccor mg.to the resu Ts of this survey, the answer is yes...on S o 29, 4% 0%
some attributes. As is outlined in further detail below, the Board Size N=121 N=55 N=64
characteristics that had the most significant influence on board 410 10 26% 33% 20%
effectiveness in this survey included the board’s governance 11to 15 50% 47% 52%
style, size of the board, board policies and term limits. 16 to 20 13% 1% 16%
21 to 30 11% 9% 13%
Governance Style: At 35% and 32%, respectively, a governance Averaqe . - 13'6 73'7 7:"7
appro.ach. that includes either an advisory/sfra.fegic board or a E::Zc:"ve Committee Size '2509/06 ';6?/05 ';g?/?
combination of governance approaches (ranging from working Four 32% 33% 31%
board to policy and strategic in nature) are most common among Five 239, 200, 16%
survey participants. Furthermore, participants who feel their board  g;, 10% 9%, 12%
is effective are more likely to employ a higher level governance 7o 9 13% 9% 16%
approach. In fact, 48% of the organizations that gave high  Average 4.7 4.6 4.8
ratings for board effectiveness have a board that adopts an  Board Term Limits N-120 N=55 N=63
advisory /strategic governance style compared to 19% among  No official term appointments 28% 31% 24%
those with ineffective boards. In contrast, a significant 28% of 1 year 60? 6‘700 6‘700
pqrticipqnfs who felt The.ir boards were ineffective are governed g z:g:z géé: ?302 %goﬁ
by a working or operational-style board. 4 years 39, A 5%
5 or more years 6% 9% 3%
Board Size: Half (50%) of the participant organizations have o officiql);erm appointments 28c;0 3102 2402
medium-sized boards with between 11-15 directors. An  Consecutive Board Terms N=119 N=54 N=63
additional one quarter (26%) of survey participants have small ~ No consecutive terms allowed 5% 6% 5%
boards with 4-10 directors. Interestingly, small boards are more 2 consecutive terms allowed 35% 30% 40%
common in organizations where the participant rated the board 3 consecutive terms allowed 13% 11% 14%
as ineffective. 4 or more consecutive terms 3% 2% 3%
No limit on the number of terms 45% 52% 38%
. . . . . Number of Committees N=121 N=55 N=64
Executive: The average size of Executive committees is between 4 11to 3 30% 209, 31%
and 5 members. There was no major difference between 4109 500/: 530/2 470/2
effective and ineffective boards on this attribute. Ten or More 18% 19% 19%
No committees 2% 0% 3%
Term limits: Two years is the most common term limit for board Notes: *Base for executive committee size is orgs. with an executive committee.
members, enforced by 31% of the organizations in this survey. *#Highly” effective Boards are those where respondents rated the
Three year term limits are almost as common, implemented by effectiveness at 5 or higher out of 7.

26% of participants. A significant 28% do not implement term

limits of any kind for their board, a trend that is further exaggerated at executive board level (38% do not have limits on the executive).
Interestingly, effective boards are more likely to have three year term limits (33%) than ineffective boards (18%). Two years is the most
common term length for executive committee members in a single position (33%). This trend holds true for both effective and ineffective
boards.

Commiittees: The norm for half of those surveyed is to have between 4-9 committees supporting board activities. There were no significant
differences on this attribute between organizations with effective and ineffective boards.
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Board Policy: Formal policies are extremely common at the
board level, according to survey participants. At 87%, the
vast majority of survey participants have a conflict of interest
policy in place for their directors. Confidentiality agreements
are also very popular with 79% including them at the board
level, while mandating attendance at meetings and events is
also implemented by a majority (62%) of organizations that
participated. Importantly, the nonprofits that perceive their
boards to be most effective are more likely to have policies in
all three of these areas.

Looking at the different tools used by Canadian nonprofits
to recruit potential board members, working existing and
extended networks was the common theme for this survey.
With 81% using it as a tool, taking advantage of existing
board members is far and away the most popular recruitment
method, while outreach via a governance, nominations or
related committee (58%), staff (55%) and members (53%)
are also used by a majority of survey participants. These
methods were also considered to be the most effective for
board member recruitment. Usage of these tools is more
common among those organizations rating their boards as
effective.

In addition to using their existing and extended networks
and committees, the nonprofits whose boards were
considered to be most effective were also more likely to
post openings on their blog or website. Interestingly, while
it is used as a board recruitment tool by just 10% of
participant organizations, the organizations with effective

Outreach via existing board ( ..7.20})%
members . 84%

Outreach via a governance or

nominations committee 64%
o =
utreach through our staff : f58°%
—
Outreach through our members | . -46-{058%
Advertise in our publications : 42 43/0
oo . D 36%
Our organization's committees 42%
mail | S 5%
Post opening on organization El$2% OTotal (N=121)
website or blog —f 39%
OQutreach through our extended [;0' 10% Low (N=53)
network & 27% High (N=64)
o (%
ocial media e R | .
T T B T T
0% 25% 50% 75% 100%

Note:

"Highly” effective Boards are those where respondents rated the effectiveness at 5

or higher out of 7.
Percentages sum to more than 100% due to multiple responses.

boards were also more likely than non-effective boards to recruit directors using social media.

|[ . 1] 0,
Sector knowledge /experience [ 307 kel ) 79%
o o = 56%
Leadership skills & experience [e——xuJ 34 ) 73%
( D 489
Specific relevant skills [l 32%. 8:&60%
[ D 479
Ensuring diversity on the board |t I 32% 7a/°59%
. . ¢ o 47%
Enthusiasm/passion for sector /cause Sl 327 ) s 00,

Past involvement with org.

Reputation

Past board experience

NFP knowledge & experience %' 30%

1 0,
Fundraising abilities -l@(%l/?%

OTotal (N=118)

What criteria are important to boards in selecting new

members? Clearly, sector knowledge and
organizational experience as well as leadership skills
are the most sought-after characteristics, used by more
than half of survey participants. A significant 48%
also seek out board members that have a specific skill
and experience set in a functional area such as
marketing, communications, finance or accounting.
Equally important is enthusiasm/passion for the sector
and ensuring diversity on the board. Not surprisingly,
those indicating they had an effective board are

significantly more likely to use all of these criteria.

Interestingly, a 60% majority do not have a formal
skills matrix against which they evaluate potential

0,
Other 9 %% Wlow (N=53) board matrix. Charities are far more likely and
No specific criteria _gﬁ%% High (N=63) professional associations are far less likely than the
= f r f other groups to use to use a formal skills matrix as part
0% 25%  50%  75% 100%  of their board selection process.

Note:
higher out of 7.
Percentages sum to more than 100% due to multiple responses.
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Use of a formal skills matrix also appears to influence
board effectiveness; half of the organizations with
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effective boards use this tool, compared to just one quarter of ineffective boards.

Beyond providing the standard board manual/primer or director orientation, Canadian nonprofits do not seem to go above and beyond
when it comes to providing board training. Mentoring between new and experienced members is offered by just over half of the survey
participants. Mentoring is significantly more common in organizations with effective boards (61%) than in those with ineffective boards
(41%). Governance workshops are also fairly common and are offered by 40% of participant.

Are boards held accountable for the quality of their leadership through any kind of formal or regular assessment? Just under half of survey
participants (45%) don’t use any kind of board evaluation...and perhaps they should consider it: The organizations with the most inefficient
boards in this survey were also less likely to have such a mechanism in place.

Of the nonprofits that do have assessment mechanisms in place are most likely to provide a board self-assessment (38%). Having individual
members self-assess their performance is also fairly common and is used by just over a quarter of participants.

Our next NFP Pulse will look at succession planning in nonprofits.

The results shared in this issue of the Association Resource Centre’s Not-for-Profit Pulse are just a few of key highlights from the data
gathered as a part of this social media research initiative. Be sure to bookmark our resource centre and follow our blog
(www.resources4associations.com) in the coming weeks as we dig deeper into the results of this timely survey.

What are the trends, issues, challenges and opportunities you want to learn about? Join the conversation and help us to choose future topics
for the NFP Pulse. Each issue will include relevant, research-based information and analysis on a topic that is top-of-mind to not-for-profit
leaders. If you have a suggestion or would like more information on how you can participate, please visit our blog or use the information
below to contact us directly. Thanks for your input — we can’t wait to help your organization achieve its full potential!

The Association Resource Centre is a full-service consulting firm that specializes in providing quality research and strategic
planning services to the not-for-profit sector. We are a Canadian organization with offices in Ontario and British Columbia
and have been in operation for 14 years. Our long list of extremely satisfied clients range from municipal to international
in scope and represent a broad range of industries.

Otftawa Victoria

120-1568 Merivale Road 110-174 Wilson Street, Suite 347

Ottawa, ON K2G 5Y7 Canada Victoria, BC V9A 7N7 Canada

Phone: (613) 825-8480 | Toll Free: (877) 336-3329 Phone: (250) 479-7449 | Toll Free: (888) 479-7449

Fax: (613) 825-1263 Fax: (250) 380-2232

Company Website: www.associationconsultants.com Blog & Resource Centre: www.resources4associations.com
Find us on Twitter: @arctweeter Join us on Facebook: Association Resource Centre
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