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The American Heritage Dictionary provides the following definitions of the transitive verb "govern:" 1) to make and administer public policy; 2) to regulate; 3) to control; restrain; 4) to decide or determine." "Governance" is offered as a noun that presumably refers to the actions of: 1) making and administering public policy; 2) regulating; 3) controlling or restraining; or 4) deciding or determining.


One important idea to take from this definition, it seems to me, is that to be clear in our usage of the word governance, we have to specify an object that is being governed. We are not interested, I think, in governance understood as the making and administering of public policy (which is defined by the use of the powers and assets of the state). That is what we study in other parts of the KSG. Nor are we interested in the governance of for-profit corporations (though we might want to examine such activity for purposes of comparison). We are, I think, interested in the "governance of nonprofit enterprises." Moreover, I think our idea of nonprofit enterprises is a broad one that includes voluntary associations, community groups, fraternal societies, unions, trade associations, and churches as well as more traditional entities such as private schools, universities, hospitals, museums, symphony orchestras, and foundations.


A second important idea to take from the definition is that the idea of governing is importantly tied to the exercise of authority and control. Sometimes this control is exercised through "regulating, controlling, or restraining" the actions of whatever is being "governed." Other times this control is exercised through "deciding" or "determining" something for whatever is being governed: how collectively owned assets are to be used, what purposes and activities are to be pursued, perhaps even how internal disputes and disagreements will be decided. 


If we combine the idea that "governance" has an object, and the object that interests us is a broad class of voluntary associations and nonprofit enterprises with the idea that "governance" is about the exercise of authority and control over these enterprises, then we can see that the subject that interests us is how authority and control will be exercised over voluntary associations and nonprofit enterprises.


At this stage, one might ask why this subject is an interesting one, and to whom it is an interesting question. Why should we be concerned about the governance of voluntary associations and nonprofit enterprises? It seems to me that we could give several different but important answers to this question. (Who is the we? Several possible stances: citizens of the broader society concerned about the overall character of the society and the way that social institutions are functioning for efficiency and justice, contributors to the organizations, clients of the organization, employees of the organization, the individuals who take on the responsibility for governing -- the work they have to do, the way in which the work reflects on them) 


First, we would like to know who is to blame (or less likely, to be praised) for the actions taken in the name of or by a voluntary association or nonprofit enterprise. This is important to those outside the organization whose welfare might be affected by the enterprise. This includes people who have contributed money or time. (It is not clear that those who have contributed time in the activities of the organization are "outside" the organization.) It also includes clients or beneficiaries who harbor hopes or expectations that they might be aided. It may also include the broader society, and the government that is supposed to represent the interests of that broader society who might be concerned about the impact that some organization is having on the society as a whole. But those inside the organization might also want to know who is to blame -- how they can participate in decisions, who speaks for them, what processes must be followed to allow their leaders to speak for them. This is also a legal necessity. We need to know who we can hail into court.


Second, we might imagine that the quality of the governance has some important effect on the overall performance of the organizations. Maintain its integrity, live up to expectations and reap the rewards that comes from being faithful to the mission. Can keep the organization out of trouble; or it can find high value uses for the enterprise. Can do so by keeping pressure on to avoid stealing, to become efficient and effective. Or, it can do so by fitting the organization to its environment.  The efficiency and effectiveness of the organization will be important to those outside and within the organization.


Third, the quality of governance may have some impact on the legitimacy and support the organization enjoys. This comes


Once we understand what governance means and why it might be important, we then have to give governance a subject as well as an object: we have to say something about who is doing the "governing." The natural answer to that question is "the board." But there are two problems with this answer. 

The first is that creating a "board" is only one possible structural form that could be used in creating the governing structures and processes of a nonprofit enterprise. Current laws for nonprofit organizations give a huge amount of leeway in deciding how an enterprise will be governed. They allow many different structures and many different processes. Moreover, if that choice isn't wide enough, one need not incorporate as a nonprofit organization. One can act as a partnership, or a voluntary association, or leave the enterprise informal.

The second is that a real board may or may not actually serve the functions of governing very well. Of course, one it is created as a legal entity it begins to serve the first and important function of governance which is to tell everyone inside and outside the organization who is to be held to account for the actions of the enterprise. And it is this fact that is used to try to encourage boards to be more responsible in exercising their other important functions. But the point is that at this stage one has to start talking about where the functions of governance occur as well as the structures that are supposed to distribute those functions across the organization.

If one takes a broad enough, and positivist enough view of "governance" (namely, all the influences that bear on the decisions and actions of those who serve as officers, agents, or employees of the organization), it is clear boards will constitute only a part of the governance of the organization. There will always be important influences other than board commands, directives, oversight, etc. which will shape the decisions and actions of the organization. But one might want to take a narrower view of governance: namely, those actions that engage the authority of the enterprise as a whole. This would include the authorized structure of the organization, the policies and procedures approved by the board, the authorized budget of the organization and so on, plus the occasional non-routine decisions taken by the board to unusual circumstances. One might want to take a still narrower view of governance and say that it is only those actions taken by the enterprise that carry the full authority of the organization and have some kind of effect on the behavior of the organization.

In general, it seems that the idea of governance, and our interest in making sure that governance does not become micro-management, favors some more limited idea of governance. It is not all the factors that shape the behavior of the organization. It is not even all the administrative decisions that guide the organization. It is, instead, a smaller set of decisions and efforts to control the activities of the organization: the establishment and maintenance of the mission, the selection and evaluation of the chief executive, the development of metrics for measuring performance, the adoption of important new product lines, activities or innovations, and so on.

Note that this discussion has naturally shifted from the discussion of governance to the functions of boards. It may also have implicitly adopted a corporate influenced perspective on both the proper structures and functions of governance. But it is important to keep in mind that the array of governing structures and processes is very wide. It runs from a single individual who creates an organization from his or her own passion, and keeps it alive primarily through his own efforts. (This is similar to an owner/founder in the private sector.) It runs through a kind of classic board structure. It could include a self-governed entity that made decisions through participatory mechanisms of many different types. 

Still, when one is talking about the structures and processes of governing, and is imagining that these are widely diffused throughout an organization, that is not the same as talking about everything that an organization does. Governance may be a subset of what an organization does: the moment when it becomes self-conscious, and tries to think and act rationally as a coherent whole. As a matter of reality, this may not occur very often. When it occurs, it may not be very effective in shaping the activities of an enterprise. But if this is true, one might say that the organization is not well governed precisely because its governing processes exercise only imperfect influence on what the organization does. In this situation, what the organization actually does is what it is driven to do by influences other than its governing processes. To make matters more confusing, an organization could decide as a governing idea that it would leave huge amounts of discretion to its members and employees. Then, the only way one could tell whether the governing processes were working or not is to see the extent to which inidividual actions and initiatives were straying well beyond the boundaries of the organization's established purposes -- always a difficult challenge.

One way to think about governance, then, is that it is a subset of activities and influences operating on an organization. It is the decisions and controls that emerge from a group or from a process that has been authorized both externally and internally to speak for the enterprise as a whole, to try to direct the activities of the organization, and to discipline its conduct and the malfeasance of those who use its name and other assets. These may or may not powerfully influence the behavior of the organization. So we can think of an organization as being more or less governed by these activities. We might be tempted to think that more governance means better performance. But this is not necessarily true. Performance remains a different concept than the function of governance. The design task is not only to have governance structures and processes, but to design them so as to improve rather than detract from the functioning of the organization. The right amount of governance might be just the amount that is needed to meet the internal and external demand to understand who is in charge and how decisions get made, to encourage and direct without inhibiting, and to vouch for the overall quality of the enterprise.

In thinking about functions, it is easy to fall into the trap of thinking about only a few, just as it is easy to fall into the trap of thinking that there is only one form through which governance can be exercised. For example, it is easy to focus on the role of boards in improving the performance of organizations, and to imagine that the principal way that they accomplish this result is by exercising strong internal accountability. That is probably pretty important. But it is worth noting that there are many ways that governance can improve performance without exercising control. It can make good resource allocation decisions. It can operate in a way that attracts outside loyalty and commitments and attracts resources. (This is what nonprofits really want their boards and other governing processes to do.) It can even decide to find higher value uses for the enterprise and change its mission and relationship to the task environment. It is also worth noting that we need governance processes for reasons other than improving performance. We need governance for the structural need to decide who is to blame, and to allow outside investors and internal people to figure out how to interact effectively with the organization.

Things get even more complex if we understand that the performance of a nonprofit organization may not be limited to its success in converting resources into outputs, or in attracting more resources to its mission, and making a larger impact on the problem for which it has taken responsibility. If we think that nonprofits are valuable as vehicles of expression for donors, volunteers as well as valuable producers for clients or to transform conditions in the world; or if we think that nonprofits are valuable in building certain kinds of social capital, then it may well be that there are some governance structures that work better to accomplish these goals. For example, one can easily imagine that a decentralized structure and a highly participatory process that involved both those outside the organization, those within the organization, and those being served by the organization might feel better to donors and volunteers than a hierarchical organization, and further that such processes might create more valuable social capital than can be created through corporate style governance.

(One other important idea: Governance as a way of deciding which stakeholders will be satisfied by the organization's activities and to what extent. Could be decided either substantively, structurally, or procedurally. Who gets what from this enterprise?)

