Governance and Accountability of the NP Sector:
The Role of NP Mission Statements

1) Society has always faced a problem in trying to set up a social level governance structure that could demand an appropriate kind and degree of accountability from voluntary, nonprofit organizations. At one level, the problem can be seen as the difficulty of looking a gift horse in the mouth: why, when someone is being nice and contributing something of value to society should society be so gauche as to raise questions about the actual value of the gift that is being given. At a deeper level, though, the important question is how can and should society strike the right balance between the desire to allow a thousand flowers to bloom in the definition of social purposes (understood to be valuable both as an expression of individual rights, and as something that would be practically useful to the society by widening our imaginations about what should become a social purpose, or the best means for achieving things we already agreed were important social purposes); and the desire to ensure that social purposes that have been defined in some way are efficiently and effectively pursued by those who take responsibility for pursuing them. 

2) As a practical matter, society has solved this problem by separating these two problems. It has said on one hand, that anyone is free to nominate an important public purpose to be pursued as long as it is lawful, and pursued with voluntarily contributed privately held resources. Anyone who has an idea about a public purpose may incorporate an enterprise to pursue that purpose as long as they identify the purpose and the officers of the enterprise that are pursuing the effort. Depending on what the particular purpose is, society will also respond by providing tax benefits to support the effort.: forgiveness of property tax obligations, deductions from inheritance and income taxes. In exchange, society demands only that the organization not defraud future donors, and that it live up to a fiduciary duty of loyalty and care in the use of the assets controlled by the organization for the established purposes. The assumption is that those entrusted with the governance responsibilities for the organization will accept and live up to these fiduciary duties in the first instance as a matter of duty and conscience, in the second instance as a way of avoiding legal suit from those whose interests are adversely affected by particular forms of misconduct; in the third instance as a way of sustaining the reputation and future productive capacity of the organization. To the degree that there is a public interest in ensuring that the resources controlled by a given organization are directed efficiently and effectively to ends of that organization, society relies on the zeal of the governors for the mission to help them achieve that interest.  In effect, the board acts both as an independent agent defining the important public purposes to be pursued by a given organization that has control over a certain bundle of assets, and as an agent for finding and exploiting the most efficient means for achieving the desired goal. The overall social performance of the sector is thus dependent on both the quality of the judgment of those who establish particular goals as important public goals, and on their technical competence and zeal in achieving the desired results at the lowest possible cost. 

3) Given this basic set up for governing the voluntary sector, one can see that a great deal of weight is placed upon the definition of an organization’s mission, and the zeal of its governors in pursuit of that defined purpose. That is the thing that animates the establishers to create the enterprise in the first place, and to begin to amass the resources that will constitute the resources held by the organization (the passion and commitment of the founder, the money he or she brings with him, the passion and commitment of others that can be recruited to the cause, the money that others can be motivated to contribute, etc.). That is the thing that the enterprise has to announce to the wider society for the first level of scrutiny about the degree to which the proposed mission aligns with collectively agreed upon (or more broadly, allowable and tolerable ideas of) public purposes. That is the thing that the governors of the enterprise are accountable for pursuing through the exercise of their fiduciary responsibilities of care and loyalty. 
4) Because the mission of the organization stands in such an important position in the overall structure of social level governance and accountability, it is important to attend to both the rules, the practices and the techniques that are used in developing mission statements. If such statements cannot be effectively used either by government acting as an agent for the society in judging the propriety of the purpose and the performance of the agency in pursuing it, society’s ability to demand accountability for performance (and with that, guarantee some degree of efficiency and effectiveness) will be profoundly hampered. If such statements cannot be used by boards to scrutinize the performance of the organization they lead, then we cannot be sure that the most efficient and effective means of achieving the announced purposes are being utilized. If the mission statement cannot be used by voluntary donors to learn the purposes and performance of the organization, then the capacity of competition for donors to act as a powerful force leveraging the efficiency and effectiveness of voluntary organizations will be weakened. 

5) Currently, there are no real rules that guide organizations as to what constitutes an appropriate mission statement – not in the substantive sense of what purposes are good goals for society, but in the technical sense of what a mission statement has to have within it to allow it to serve the critical functions society as a whole needs them to serve. Furthermore, the practices for developing mission statements that can be useful in achieving these functions are not very well developed. Indeed, what often passes for good practice in the formulation of mission statements within the world of nonprofit management could be understood as helping to undermine and defeat the important role that mission statements are supposed to play in assuring accountability and performance by making them so abstract and obscure that they operate more as a shield against accountability rather than a sword for ensuring accountability. And, there are some real, deep ambiguities about the concepts of public value that might reasonably guide the creation of mission statements: for example, the important question of whether the public value of nonprofit organizations lies wholly in their ability to deliver benefits and services to particular beneficiaries judged to be worthy, or whether the value also lies in the achievement of social outcomes for which clients and beneficiaries are recruited as important means to the end.  

6) The lack of rules, good practices,  and the failure to resolve some important conceptual issues about what constitutes public value, and who is the proper arbiter of that judgment as to value, creates a gaping whole in the current structure of governance and accountability. Even worse, it will be a gaping whole in any effort to reconstitute the form of social level governance and accountability. If we try to increase direct government regulation to ensure the desired results, the government regulators will need to have some way of understanding the purposes of the organization and the degree to which those purposes are being achieved. If we shift to a market form of regulation, those who are being asked to contribute funds will need some way of understanding the purposes of the organization, and the degree to which they are efficient and effective in the pursuit of these goals. 

7) The bottom line, then, is that the entire effort to set up some social level structure of governance that can demand an appropriate degree and kind of accountability from voluntary and nonprofit organizations depends on each of the organizations being able to say what it is trying to accomplish, and on offering evidence about its accomplishments – ideally, evidence that would admit a comparative analysis of performance, particularly for those organizations operating within the same industry. We need something that can operate like the combination of corporate law and the rules of accounting in the private sector in the wildly more complex world of the voluntary sector.

8) It is clear, I think, that we will not be able to move quickly and expeditiously to the construction of such a system of accountability. The culture can’t stand it. There are too many legal, practical, and technical problems to be solved. But what we can do is to begin a process now that moves us towards a world in which NP organizations can be more articulate and more responsible in the way they talk about their purposes, and more reliable in the way that they measure achievement with respect to those purposes. The process should probably begin with industry groups of various kinds engaging in discussion about their conceptual understanding of their purposes, and the measures they currently use to discover the degree to which they are succeeding in advancing their purposes. Over time, those industry groups may succeed in developing better language and better measures, and those may come to be influential within industry segments. There is a risk that something will be lost in this – some individual idiosyncratic way of defining a purpose, as well as achieving it. But one can imagine that differentiating from the industry as to product as well as to means of achieving the desired result could be an instrument of competitive advantage whether the firm is operating in a market environment of interested donors, or a regulatory environment of government regulators meeting responsibilities for consumer protection interests, or assurances that “public assets” are being efficiently and effectively deployed for public purposes. In both cases, there is a demand for clarity about purpose, and performance in achieving it.
