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Essentials for Energy and
Effectiveness

Focus on what matters: M| SS | ON
v' The “Big Rocks”
v' |Is the Mission in focus? LL ddi’?: p‘iﬁs-
v' Use a consent agenda

CHg of
nme IS and For ry

Connect with the Mission

“| came here because.........
don’t let that get away.”



Create a Shared Vision

Thatis ...

v' Is shared by all

v" Is fluid enough to change with emerging
Issues

v" Is inspiring and motivating
v Is aligned with action
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Essentials for Energy and
Effectiveness

Keep It strategic and meaningful
“Where are we going?”

“*How does that new legislation affect us?”
“*How does the economy affect us?”




The “Strategic Board”

Focuses on Five Essential Questions
Where do we go tomorrow?
Who does what? 4
What gets done today? r
Did it happen?
What did we learn?

e
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= .

To create the “Governance Plan”

Source: The Strategic Board
Mark Light




BOARD MEMBER

Getting Oriented. . . ORIENTATION
Essentials of an Orientation *

v Prepare a Board Manual

v Keep it simple with an overview of important
Information

v’ Create a timed agenda sticking to the schedule

v Allow time for board members to get to know each
other better

v’ Pair a new board member with a seasoned board
member to mentor

v Have them sign a board contract to formally
acknowledge their responsibilities and obligations



Elements of a Board Contract

The basic purpose Is to define the member’s
commitment to:
v'Understand legal and ethical responsibilities
v’ Attend meetings
v'Giving level
v'Serve as ambassador
v'Stay informed
v'Act in the best interest of the organization



Elements of a Board Contract

As well as define the obligation of the
organization to the member to:

v’ Provide timely and meaningful information
v'Fiscal
v'Programmatic

v'Be oriented to programs and services
v’ Keeping members informed
v'Respond to questions in a timely manner



Redefining the Agendas

v'Proactively set the agendas for the year

v’ Intentionally break the mold of the
standard meeting to meet the needs of
that meeting

— The form of the meeting is set to the function
needing to be accomplished




Revising the Agenda
Create a Calendar for the Year

« Monthly
— Overview current financials
— Conduct program review
Highlight one program for review and discussion
Link program to Mission with real “life” examples
 Quarterly
— Monitor Key Financial Indicators
— Review progress toward strategic goals

— Provide educational session on:
Key issues facing organization
Governance
Community issues

« Semi-Annually

— Review compliance processes
* Audit review
Risk Management Issues

 Annually
— Conduct self assessment
— Review Mission / Vision and Goals
— Annual Business Plan
— Board “Team Development”

Go to a Consent Agenda

10



Essentials for Energy and
Effectiveness

Good Chairs aren’t just born

The damage of a bad Chair

The value of a good Chair

Provide the resources to be a
great Chair!

11



Essentials for Energy and
Effectiveness

The Role of the Chair:

v"Make sure the issue is framed clearly
v Keep it moving

v'Solicit input

v'Deal with problem members

12



Essentials for Energy and
Effectiveness

ET’

The Value of the Board Packet:

Gets “Information only” off the agenda
Minimizes talking at people
Speeds decision making
Makes the Consent Agenda work

But, it only works if....

13



Essentials for Energy and
Effectiveness

Get out of the Boardroom every occasionally

Find a fun venue for an insightful
conversation

Provide articles / materials to stimulate
thought ahead of time

14
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Some ldeas from the Board Café

Invigorating your Board Meetings

o Supply name tags / name tents
“I know | should know your name, but...”

* Provide a cheat sheet for organizational
acronyms
“And a CDBG Is what again?”

 Make sure that everyone has at least one
thing to say at every meeting

“We would value your opinion on this issue.”

15



More from the Board Cafe

Avoid one way presentations from staff

*You just have to hear how great my
program is!” ‘

Put it in the Board Packet | _
Limit committee reports to actions needed
Put it in the Packet

Encourage “dumb” questions, respectful
dissent and authentic disagreements

16



Still more...

e Make sure the room iIs comfortable!!!

e Start on time...end on time
Lock the door ?

* Assess yourself every once in a while

“So how are our meetings working for
you?”

17



Succession Planning

Nominating /Board Advancement
Committee’s role in identifying future
leaders:

ldentify key leadership positions

i ﬂ’ h’ R Define skills, competency, diversity

and success factors
Assess current bench strength

Create development plan

Orienting the new board chair and vice chair

18
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Saying Thanks

Organization Branded Gifts Thank youl

Mission Based Gifts
Educational Opportunities
Awards and Certificates

Event Recognition

A Phone Call
or Personal Note

19



Board Café

A Board Member Contract

10-30-2003

BEST OF THE BOARD CAFE

Each month we get dozens of messages from Board Café readers asking for a previous article
such as "the one with ten ways to improve board meetings" or "the one on how to fire your
executive director" or "the one about diversity principles." We are so proud to announce the
publication this month of The Best of the Board Café: Hands-On Solutions for Nonprofit Boards.
The Best of the Board Café also introduces a joint publishing effort between CompassPoint and
the Wilder Foundation, publisher of dozens of great books for nonprofits. The Best of the Board
Café is the first CompassPoint-Wilder book! The next in the series will be one on nonprofit
finance and one for Accidental Techies.

This month's Main Course article is about individual responsibilities, and an avenue
for agreeing on how they will be fulfilled.

A Board Member Contract

One way to be sure that everyone on the board is clear on his or her responsibilities is to adopt
a board member contract. The discussion on the board about what to put in its contract or
agreement is valuable in itself. This sample may help get that discussion started.

l, understand that as a member of the Board of Directors of

, | have a legal and ethical responsibility to ensure that the
organization does the best work possible in pursuit of its goals. | believe in the purpose and the
mission of the organization, and | will act responsibly and prudently as its steward.

As part of my responsibilities as a board member:

1. lwill interpret the organization's work and values to the community, represent the
organization, and act as a spokesperson.

2. | will attend at least 75% of board meetings, committee meetings, and special events.

3. Each year | will make a personal financial contribution at a level that is meaningful to
me.

4. 1 will actively participate in one or more fundraising activities.

5. Iwill act in the best interests of the organization, and excuse myself from discussions
and votes where | have a conflict of interest.



6. | will stay informed about what's going on in the organization. | will ask questions and
request information. | will participate in and take responsibility for making decisions on
issues, policies and other board matters.

7. 1 will work in good faith with staff and other board members as partners towards
achievement of our goals.

8. If I don't fulfill these commitments to the organization, | will expect the board president
to call me and discuss my responsibilities with me.

In turn, the organization will be responsible to me in several ways:

1. 1 will be sent, without request, quarterly financial reports and an update of
organizational activities that allow me to meet the "prudent person" standards of the
law[1].

2. Opportunities will be offered to me to discuss with the executive director and the board
president the organization's programs, goals, activities, and status; additionally, | can
request such opportunities.

3. The organization will help me perform my duties by keeping me informed about issues
in the industry and field in which we are working, and by offering me opportunities for
professional development as a board member.

4. Board members and staff will respond in a straightforward fashion to questions that |
feel are necessary to carry out my fiscal, legal and moral responsibilities to this
organization. Board members and staff will work in good faith with me towards
achievement of our goals.

5. If the organization does not fulfill its commitments to me, | can call on the board
president and executive director to discuss the organization's responsibilities to me.

Signed:

Member, Board of Directors

Chair, Board of Directors

The board chair should sign two copies of this agreement for each board member. Each new
board member should sign both, return one copy to the board chair, and keep the other for
reference.

See also at www.boardcafe.org
Conflict of Interest Policy: Sample

A Board-Staff Contract for Financial Accountability, November 2001

All of these articles are also in the Best of the Board Café
© 1998-2006 CompassPoint Nonprofit Services


http://www.boardcafe.org/
http://www.compasspoint.org/board-cafe/sample-conflict-interest-policy-0
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Eighteen Questions that Responsible Trustees
Should be Asking

August 23, 2011 by eJP
Filed under Managing Your Nonprofit

Eighteen Questions that Responsible Trustees Should be Asking Right Now
by Evan Kingsley

Shades of 2008. The market is in turmoil. Economic uncertainty is in the air. And where philanthropic
dollars are directed, leadership is on high alert.

In troubled times, Executive Directors typically worry about how to keep their programs intact and the
staff employed. Development Directors worry that donor commitments will hold, and that angels will fill
the gaps. And Trustees just worry.

Here, then, are the tough questions responsible non-profit Board members should ask to make sure the
organizations and institutions for which they have fiduciary responsibility are positioned to weather a
storm.

e BUDGET: Are there tight controls on spending? Do we know that projected expenses are covered
by highly likely income? Do we have a plan in place to raise additional funds, or to cut in the
event of unexpected losses?

e STAFF: Do we have the leadership in place to redouble our fundraising efforts, and to make
difficult decisions? Does the ED have the trust and support of the staff? Does the ED have a
contingency staffing plan in place if cuts are necessary?

o PLANNING: Is there a Strategic Plan in place to guide us? Have we used the plan to raise the
funds needed to keep us on track? What adjustments should and must we make?

e PROGRAM/CONTENT: Where do our contractual obligations lie? Which programs and
initiatives are un- or under-funded? What can we reduce or eliminate, and what can we rally
support around?

e GOVERNANCE: Is there good, frequent and open communication among the Board, and
between Board leaders and the ED? Do Trustees understand their fiduciary responsibilities — their
role in governance and support (rather than in program)? Is the Board prepared to “step up” to
help preserve what should not be lost?

o FUTURE: What options do we have in the event of a prolonged and serious downturn? Is there
another non-profit with whom we might partner or merge; or shall we consider graceful
dissolution? Or ... is it time to generate visionary thinking to scale up and grow?

These questions should be discussed by Board and staff leaders, and amongst Trustees themselves. In the
end, a non-profit is designed to serve a greater good, and to address needs that government and the private
sector cannot or will not otherwise meet. In challenging economic times, a sense of purpose may be
heightened and the needs more acute. How much more important, then, that we ask these questions as we
prepare for whatever is to come.

Evan Kingsley is Vice President and Senior Consultant with The Whelan Group, a 30-year old New York-
based fi r m providing advisory services to non-profits and foundations nationally.
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GUIDELINES ON CHAIRING BOARD MEETINGS

How to Chair a Meeting Effectively

Effective chairing will ensure that a meeting achieves its aims and objectives. Chairs should
facilitate, encourage, focus and clarify.

What Makes a Good Chair?

An understanding of the issues and topics being discussed and keenly listening to the discussions
Being able to prevent discussions wandering, prevent those without anything new to add repeating
the same point, being able to move on when a point is discussed as far as possible

Ensuring that all members have an equal opportunity to express their point of view

Showing respect for the views and actions of others

Encouraging all members to take equal responsibility for the meeting proceeding smoothly

Being impartial

Being able to sum-up the points made in discussions

Before the Meeting

Chairs should meet with leadership to agree on and order the agenda. Important business should
not get put to the end of the agenda or there won’t be enough time to discuss it.

At the Meeting

Points to consider:

Start the meeting on time. This respects those who turned up on time and reminds late-
comers that the scheduling is serious. Start late to accommodate late-comers and they will
assume it is ok to come late.

Introduce yourself and welcome all, especially new members and thank them for their time. If
it is the first meeting of the year it is good practice for all members to introduce themselves.

At the start of the meeting, review the overall agenda briefly and involve members in
committing to the agenda. This will give participants a chance to understand all proposed
major items and to indicate any adjustments you may need to make to the agenda for new
problems or priorities.

Review what has previously been done, congratulating members when things have been
accomplished

At the start of each major agenda item, there should be a short introduction to develop a
common understanding and to encourage participation. Clarify at the outset the type of action
needed, the outcome expected (decision, information point, action assigned to someone).

Remind members what preparation was expected of them and if colleagues were expected to
read papers before the meeting.

Keep the meeting focussed, on time and encourage equal participation and contribution from
members.

Ensure that all members understand any jargon, initials or acronyms — you should not assume

that everyone has equal knowledge or understanding.

Ensure that all the key points are agreed and minuted and actions assigned to individuals
where appropriate with the proposed time-frame and feedback required.



e Ensure unresolved items or non agenda items raised during the meeting are parked for later
attention and it is agreed how they will be followed-up, e.g. agenda item for next meeting, sub-
group to address outside of meeting etc.

Closing the Meeting
e Wherever possible, end the meeting on a positive, up-beat note.

e Clarify that minutes and actions will be reported back to members.

e End the meeting on time. This shows respect for the participants and will encourage people
to commit to staying to the end.

After the Meeting:

e Check carefully the draft minutes sent to you, make any necessary amendments and return
promptly.
e Arrange any follow-up discussions.

Finally, a few dos and don’ts

Do
¢ Introduce yourself, maybe new members or others observing don't know who you are
e Make everyone feel comfortable
e Enjoy yourself

Don't

Talk too much

Assume everyone has the same knowledge or knows what you are talking about

Take sides

Become a participant of the discussion

Manipulate the meeting towards your own agenda

Criticise the values and ideas of others

Force your own ideas on the meeting. If necessary have someone else chair the meeting so
you can take part

Make decisions for the members without asking them for agreement



JCF Board Composition Matrix

Name of Current/Potential Board Member

Score- 1 Lowest/5 Highest
JCF Board Characteristics 123|465 Comments

Past service on community boards with demonstrated leadership

Demonstrated knowledge of board governance

Preferably served as chair/president on other boards in town

Expertise in the following areas:

Finance/Accounting

Legal

Audit

Investments

Philanthropy

Marketing

Real Estate

Strategic Planning

Business Development

Other

General knowledge of the community

Generous giving to the community

Ability to take responsibility and follow through on a given assignment

Ability to listen and be open to differing views

Ability to be creative, analytical, and strategic

Personal integrity and a sense of Jewish values--menschlichkeit

Demographics/Background/Gender/Age

Sense of humor

JCF Board Requirements

Serve on at least one Committee

Attend board meetings

Have a Donor Advised Fund or family supporting Foundation with JCF

Make a meaningful donation to UJF

Consider an operating gift to JCF

Consider a legacy gift for the Jewish community and sign the Book of Life

Be an effective spokesman for the Foundation in the community

Refer new families to Foundation

Share expertise
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Mentor Your Way
to Board
Development

LOIS J. ZACHARY

President

Leadership Development Services, LLC
Phoenix, AZ

Are you looking for a way to develop your board
members’ leadership abilities? A board mentoring
program can have powerful results.

Savvy nonprofit boards are following the lead of their
private sector cousins and utilizing mentoring as a
means for orienting new members, promoting
individual and organizational learning, and preparing
for leadership succession. I can attest to the power of
board mentoring professionally (as a mentoring subject
matter expert) and personally (as a volunteer board
leader). Mentoring has made me a better board
contributor, increased my commitment to the
organization, and been extremely gratifying,

Orienting new board members

I sit on the board of a national educational agency. Over
the past five years, we have streamlined all of our board
processes, structures, and board member expectations.
Every new board member is now assigned two mentors
from day one — a veteran board mentor and a staff
mentor — to hasten his or her integration and
involvement. The board development committee does
the matching.

Mentoring partners meet virtually and/or in person
prior to and after every board meeting during the first
year of board service. The board mentors welcome the
new board members into the “organizational family” by
introducing them to the people, issues, and work of the
organization and serving as go-to people and sounding
boards. The staff mentors’ job is to translate
organization alphabet soup and familiarize new board
members with the organization’s current and long-term
programmatic and financial operations. As both mentors
get to know the new board member, they confer about
how to best utilize the mentee’ time and talent and
enhance his or her board experience.

av/Tune 2008



After one year of service, one board
member commented to me, “I've
served on many boards and never
before felt so welcomed; as a result, 1
am more willing to give my time. I
feel connected to the people, the
work, and the mission of the agency.
Because of that, I am able to better
represent its mission to our
stakeholders.”

Promoting ongoing individual and
organizational learning

A long-term health care organization
hired me to develop a peer mentoring
program for its board members. The
goal was to continuously educate
board members about complex health
care issues and trends. At the first
meeting of the year, they receive a
12-month board education agenda
and are invited to share their expertise
and/or experience in critical areas

and to mentor fellow board members.
These critical areas include board
issues, policy making, budgeting,
allocations, relocation, advocacy, and
the endowment.

One board member, an attorney with
years of experience in the health care
field, agreed to share his knowledge of
the changing health care environment
and critical issues facing providers.
After listening to his presentation,
several board members realized how
complex the issues were and how
difficult it was to fully understand
them. The attorney then agreed to
mentor these members and bring
them up to speed in time for a major
board decision.

Peer mentoring is a powerful tool for
board education because it engages

people and harnesses the individual
and collective power of the board. It
has the added advantage of facilitating
more trusting and meaningful board
member relationships, building board
cohesion, and ultimately contributing
to the level of shared understanding
that promotes more informed decision
making.

Preparing for leadership succession
A high-profile community women’s
board I work with has embedded
mentoring in its succession planning,
The leadership succession plan kicks
in two years prior to the chair-elect’s
assuming responsibilities. The past
and current chairs meet with the
chair-elect individually and then
together to formulate a development
strategy that incrementally increases
her responsibilities, introduces her to
key stakeholders, gives her more
visibility, and involves her intimately
in working on strategic issues. The
chair-elect identifies the competencies
that she needs to develop and with
her mentors puts milestones and
timelines in place for helping her
progress. The result is that when the
chair-elect becomes the chair, she is
well grounded and fully prepared to
lead and serve the organization. A
chair who has been through the two-
year process attributes her success as
chair to her mentors’ ongoing support
and guidance and is eager to “pay it
forward” to the next chair-elect.

The power of mentoring
In talking with new board members, 1

‘hear remarkable stories that speak to

the power of mentoring. They cant
imagine not having a go-to person to
answer questions, bounce ideas off of,
and help sort out organizational
puzzles. They tell me they feel more
comfortable more quickly because
they have established meaningful
relationships. And because they are
able to grasp the big picture faster,
they are able to make meaningful
contributions to their boards sooner.

To build, grow, and support a viable
board mentoring culture, you should
do the following;

* Establish concrete learning
objectives and long-term goals that
you can measure and celebrate.

May/June 2008 BoardSource

* Secure visible support,
involvement, and commitment from
the highest levels of the board and
staff. Involve the governance
committee in developing,
implementing, and evaluating the
program.

¢ Determine how you will pair
mentors and mentees (this will
depend on your goals and learning
objectives). Consider involving both
staff and board members as
mentors. When necessary, be
willing to look outside your
organization for mentors; for
example, your governance
committee chair might ask a
governance committee chair in a
sister organization to be his or her
mentor.

RESOURCES:

Creating a Mentoring Culture: The Organization’s
Guide by Lois J. Za_ichary. Jossey-Bass, 2005.

The Board Building Cycle: Nine Steps to Finding,
Recruiting, and Engaging Nonprofit Board
Members, Second Edition, by Berit M. Lakey.
BoardSource, 2007.

MENTORING DOs AND DON'Ts

* Do establish points of connection
early on in the relationship. Don't
assume because you serve
together that you know each other.

* Do be sensitive to the day-to-day
needs of your partner. Don't forget
to find out what else is on your
partner’s plate.

% Do identify and utilize multiple
venues for communication. Don’t
rely on face-to-face interaction
alone.

« Do set a regular contact schedule,
but don't be inflexible.

“ Do check regularly on the
effectiveness of communication.
Don’t assume that the messages
you are sending are being received
or understood. ' :

* Do talk about the effectiveness of
the mentoring process. Don'’t
forget to evaluate learning
progress.

boardsource.org Board Member®



NAVIGATING THE BOARDROOM

40 Maxims ... Things You Must Know and
Do to Be a Great Director

By:

Dennis D. Pointer



© Dennis D. Pointer, 2008

Greenlake Press
5544 Kenwood Place, North
Seattle, WA 98103
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WASHINGTON STATE HOSPITAL ASSOCIATION
300 ELLIOT AVENUE, WEST
SEATTLE, WASHINGTON 98119

The Washington State Hospital Association is pleased to formally endorse
Navigating the Boardroom. This is a highly practical, useful, empowering and
beautifully written book. It forwards 40 “shoulds” and “should-nots” directors
must heed to really govern, plus ensure their boards are making the most dif-
ference and adding the greatest value. WSHA, with the help of its Hospital
Governing Boards Committee and affiliate CEOs, will get this book to trus-
tees/commissioners in all the State’s health systems and hospitals.

Worth mentioning: Although targeted at healthcare organizations, most of
the maxims are applicable to other nonprofit, government agency and even
commercial corporation directors.

Denny has done the field a great service by making a pdf version of the book
available as an open-source document.

This book has been a long time in the making; Denny has been tossing
scraps of paper with ideas scribbled on them in a folder for at least five years.
When he talked with me about finally writing Navigating and then giving it
away free-of-charge, I thought he’d lost it. His objective was to get the book
in as many directors’ hands as possible, explaining “a zero price has got to
help.” Over several lunches plus numerous telephone calls and e-mail ex-
changes we discovered that giving something away isn’t that easy; there are
no ready-made distribution channels in place for doing so. WSHA and I seek
your assistance in propagating this valuable book; send it to colleagues, di-
rect them to www.BoardFood.com (homepage) for downloading or post it on
internet or intranet websites.

Leo Greenawalt, FACHE
President and CEO



Reviews

"Easy to digest, practical and condensed wisdom; an essential road map for
both new and experienced directors. This is valuable reading for all those
who are serious about governing."

Mark R. Neaman, FACHE

President & CEO

Evanston Northwestern Healthcare
Evanston, IL

"An extraordinary book, very well written. The 40 maxims are right on target
and valuable guides for all trustees. Thisis a must read."

Stephen A. Williams
President & CEO
Norton Healthcare
Louisville, KY

“Denny has a nose for understanding best practices and worst mistakes. He
lays out ‘rules of the road’ for novice and experienced directors alike. Every-
one who enters a health system or hospital boardroom can benefit from this
book.”

J. Knox Singleton
President & CEO
Inova Health System
Falls Church, VA

"Denny has pointed his pen and taken aim at directors of healthcare organiza-
tions. His 40 maxims provide a much-needed, focused and prescriptive road
map for greater trusteeship professionalism which, if followed, will result in
more proficient and effective governance."

Ken Hanover, FACHE

President & CEO

Health Alliance of Greater Cincinnati
Cincinnati, OH

“All directors should read these 40 Maxims; they will change the way you
think about governing and perform in the boardroom.”

Douglas Hawthorne, FACHE
President & CEO

Texas Health Resources
Arlington, TX

“The acid test is: Will these maxims improve director quality and effective-
ness? The answer is a resounding ‘absolutely’! Maxim #1 should have been:
Read these before embarking on the critical task of governing.”

John W. O’Connell, FACHE
President & CEO

Franciscan Services Corporation
Sylvania, OH



“I have spent 27 years of my life as the CEO of healthcare organizations, a
publicly traded company and a start-up IT venture; I've always sought
Denny’s counsel and advice about governance. These maxims will help direc-
tors make good boards great. In an era of transparency, boards that heed
these ideas will outshine their counterparts and be of greater value to soci-
ety.”

R. Timothy Stack, FACHE
President & CEO
Piedmont Healthcare
Atlanta, GA

“A must have resource for all health system and hospital boards; CEOs,
chairs and directors should make this valuable book part of their tool box.”

David D. Whitaker

President & CEO

Norman Regional Health System
Norman, OK

"CEOs are realizing strong, informed and empowered boards are great assets
for navigating the challenges facing contemporary healthcare organizations.
High performance governance requires: boards that engage in best practices;
and directors who understand and execute their critical roles. Denny's book
provides an essential road map for executives, board chairs and directors."

Gary S. Kaplan, M.D.
Chairman & CEO

Virginia Mason Medical Center
Seattle, WA

“Denny has produced an invaluable guide about the self-care and develop-
ment of board officers and members. Itis targeted perfectly. I wish such a
list of do’s and don’ts had been available when I entered the field in 1955.
Clearly, in today’s complex environment, his contribution is of special value.
It serves as a powerful guide to strengthen executive-board relationships.”

Austin Ross, LFACHE

Executive Vice President, Emeritus
Virginia Mason Medical Center
Seattle, WA

“Serving on a governing board is a monumental challenge. For the freshman
director or more seasoned one, this book lays out key elements of a well or-
ganized platform which each director needs to fulfill his/her fiduciary respon-
sibilities.”

William Himmelsbach, FACHE
Executive Officer, VHA Empire-Metro
VHA Senior Vice President

New York, NY

- v -



“This concise and practical book captures the challenges, vitality, and com-

plexity of healthcare boards. Denny offers candid and straightforward advice,
plus numerous anecdotes, drawn from decades of governance consulting, re-
search and teaching experience. Navigating the Boardroom provides thought-

ful maxims for readers interested in a quick bit of advice or those wanting
greater depth.”

Dale Schumacher, M.D., M.P.H.
President

Rockburn Institute

Elkridge, MD



Distribution and Use

I'm making this book available free-of-charge for several reasons: First,
to facilitate spreading ideas I believe can help directors improve their per-
formance/contributions and get more out of the experience serving on non-
profit healthcare organization boards. Second, it's a small way of saying
thanks to the field that has provided me such a meaningful and enjoyable ca-
reer.

This is an open-source document. As such you may:
e print from the pdf file, copy and distribute it in hardcopy;
e circulate it as a pdf filg;
e post it on internet or intranet websites; and/or

e employ www.BoardFood.com as a URL for others to download it in pdf
format directly from the website’s homepage.

Duplication/distribution/posting must be done with full attribution and used
exclusively for non-commercial, educational purposes. Sale or repackaging,
in any form, is prohibited. Readers are expected to respect my intellectual
property and not use this material as the content for other documents or
speeches/presentations without my written permission.

Navigating the Boardroom: 40 Maxims by
Dennis Pointer (Bozeman, MT: Second River
Healthcare Press, 2008); ISBN-13 /978 -
974F8609-6.

If you'd like to order a hardcover (“real book”)
version, it's available from:

Second River Healthcare Press
for information, contact:

www.secondriverhealthcare.com
406-586-8775

The price is $19.95.

“Ideal for CEOs or chairs who would like to provide board members something
more substantial than a 8> by 11 ‘Xeroxed’ copy of Navigating.” Jerry
Pogue, Publisher; Second River Healthcare Press.

- vij -



Dennis D. Pointer, Ph.D.

Denny is Austin Ross - Virginia Mason Professor, Department of Health
Administration, School of Public Health and Community Medicine, University
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Letter to Readers

Dear Colleagues:

There are approximately 10,000 nonprofit healthcare provider organiza-
tion boards in the U.S., each of which has about 15 members. Thus, the
best-guess number of directors is 150,000.

The effectiveness of these boards ... the extent they make a difference
on behalf of their communities and add value to the organizations they gov-
ern ... depends on the qualities of directors; their dedication, effort, knowl-
edge, skills, experience and perspectives. Although governing is a “team
sport,” it’s practiced by individuals who occupy all those boardroom chairs.

The vast governance literature has focused almost exclusively on boards;
their obligations, responsibilities and roles; the way they should be struc-
tured, configured and composed; how they should function; and what they
can do to improve their performance. Little attention has been accorded di-
rectors and directorship. The book was written to begin filling that void.

Drivers’ manuals aren’t provided to directors at the time of their initial
appointment or during their terms of service. The assumption is that bright
people will figure out, and pick up the fundamentals of, board work by just
doing it. While experience is a great teacher, it can be enriched, leveraged
and enlivened when grounded on good ideas.

maxeim (mac’sim); Succinct formulation of a
fundamental principle; a guideline for thinking,
deciding and acting.

Navigating the Boardroom forwards 40 maxims, some things you must
know and do to maximize your performance and contributions as a nonprofit
healthcare organization director, whether you're new or long-tenured. The
book is straight talk that forwards practical and usable wisdom.

This is a product of what I've learned over 30 years of governance
consulting, teaching, research, writing and speaking. I've spent a huge
amount of time in boardrooms with directors, both colleagues and clients. 1
owe these folks a large debt; they are, in every sense, my co-pilots in this
endeavor (bearing none of the blame for what you might find ill-conceived or
poorly stated). Additionally, it has been my good fortune to have worked
with a bunch of wonderful collaborators/friends over the years. With trepida-
tions regarding sins of omission, thanks to (in alphabetical order): Gary
Aden, Ted Ball, Jim Begun, Rick Carlson, David Cohen, John Colloton, Bill
Dowling, Charlie Ewell, Debbie Gramling, Leo Greenawalt, Jan Jennings, Nate
Kaufman, Dick Knapp, Jennifer Kozakowski, Baldwin Lamson, Sam Levy,
Roice Luke, Michele Molden, Jerry Norville, Jamie Orlikoff, Andy Pasternack,
Dave Pitts, Jerry Pogue, Austin Ross, Marty Ross, Lou Rossiter, Bob Simmons,
Mary Totten, Tim Stack, Dennis Stillman, Will Welton and Steve Williams ...
you’ve all enriched my life.

I wanted to keep this book short [Maye West was wrong when she said,
“Too much of a good thing is great.”] So, rather than including numerous
referenced supplemental materials as appendices, they’re provided at
www.Boardfood.com; go to the navigational aids, other resources or book-
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shelf pages and download what you find useful/interesting. The website also
contains a “truck-load” of other governance “knowledgeware,” all provided as
open-source documents.

Dervwvy

Dennis D. Pointer

Seattle, Washington
dennis.pointer@comcast.net
206-499-1289
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10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

The Maxims

Governance matters.

Evaluate your interest in, and commitment to, the or-
ganization before serving or continuing to serve.

Don't be a “letterhead” director.
Become a professional director.
Know what's expected of you.
Get to know your colleagues.

If you are a newly appointed director, hook up with a
mentor.

Immediately begin acquiring an understanding of gov-
ernance and the nature of board work.

Understand board topography.
Serve your apprenticeship, but do so quickly.

Realize governing is a distinctive organizational prac-
tice.

Recognize the difference between governing and man-
aging, then respect it.

Keep your eyes on the prize.

Don’t represent narrow interests or constituencies.
Understand your legal fiduciary duties of loyalty, care
and obedience in addition to director liabili-
ties/protections.

Understand your board’s governing responsibilities.
Acquire an increasingly sophisticated understanding of
content areas underpinning issues your board will be

addressing.

Develop (or enhance) your healthcare organization-
specific financial literacy.

If you're the board chair, learn how to run effective and
efficient meetings.

Do your homework.

Show up.



22.

23.

24.

25.

26.

27.

28.

29.

30.

31.

32.

33.

34.

35.

36.

37.

38.

39.

40.

Participate.
Question.
Play devil's advocate.

Acknowledge conflicts-of-interests and disengage when
you have one.

Keep sensitive information confidential.
Be ethical.

Do governing work only in the boardroom.
Stroke.

Don’t make individual requests of the CEO and execu-
tive team members.

Be prepared to vote no.
Argue in the boardroom, lock arms when you leave it

Don’t engage in personal financial dealings with other
directors or executives.

Never do non-governance work for the organization.

Keep your personal relationship with the CEO at arms-
length.

Provide the CEO with advice and counsel, but be care-
ful.

Be prepared to lead.
Be a good board and organizational citizen.

Prior to the conclusion of each term, assess your per-
formance and contributions.

Enjoy the journey and have fun.

References and Resources
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1. Governance matters.

Healthcare organizations are impor-
tant institutions. They’re a critical part of
your community’s infrastructure, provide
services affecting its wellbeing and have a
significant economic impact.

“A board is as high up in an organiza-
tion as one can go and still remain inside
it” (from Boards that Make a Difference by
John Carver). Accordingly, your board
bears ultimate responsibility and account-
ability for the organization: everything it
is, does and should become; stewardship
of its resources and capacities; and how
well it serves your community.

Because your board is where the buck
stops, its work has a potentially huge im-
pact on the organization’s performance
and success. The issues your board ad-
dresses, and decisions it makes regarding
them, defines the organization and shapes
its future.

If you don’t buy the notion that
boards make a difference, consider this
“reverse angle” thought experiment: Your
board has 15 minutes to make decisions
that would really harm the organization ...
strategically, managerially, financially, op-
erationally or clinically. Could you do it?
Every board to which I have posed this
question has responded: “Yes, we're up
to the challenge, it would be easy and
wouldn’t take 15 minutes.” Your board,
the work it does and how well it’s done
has a significant impact ... for better or
worse.

directorship

e Some contend that boards don’t make
a great deal of difference or add
much value. They say: directors are
amateurs lacking a sophisticated un-
derstanding of the healthcare indus-
try, local markets, community needs,
competitors and the organizations
they’re governing. They also argue:
the few things boards do reasonably
well could be done far better by man-

agement and physician leaders;
boards just get in the way and slow
down an organization’s metabolism.
What do you think? What value can
boards add that executives and phy-
sician leaders can't? What are the
distinctive purpose and contributions
of boards? These question are fun-
damental ones, to which I will return
later.

e What difference does your board
make and how much value does it
add? During the past year, what were
your board’s most important contribu-
tions?

e In what ways has your board been a
drag on the organization?

e What are some things that have in-
hibited/impaired your board from
maximizing its performance and con-
tributions?

e What do you bring to this boardroom;
knowledge, skills, experiences and
perspectives? How much of a contri-
bution do you make?

e What are things you might do to be-
come a better director?

2. Evaluate your interest in, and
commitment to, the organization
before serving or continuing to
serve.

Being a high performing/contributing
director requires considerable time and
effort. Personal interest in issues being
dealt with by the board should capture
your attention and personal commitment
to the organization’s mission should sus-
tain your involvement over the long haul.
Both interest and commitment are neces-
sary ingredients for great directorship.

Anecdote: Several years ago a col-
league of mine resigned from a board she
had joined only 14 months earlier. This
board was first-rate and appointment to it
was an honor. She had wanted to work
with its members, all *“movers and shak-
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”

ers.” Additionally, its quarterly meetings
provided her an opportunity to spend time
with the CEO, a good friend. The prob-
lem, recognized too late: this organiza-
tion’s mission and issues the board ad-
dressed weren’t important to her. Don’t
make a similar mistake.

directorship

e How invested are you in this organi-
zation? What about it is really impor-
tant to you? How committed are you
to its vision and mission? How inter-
ested are you in issues passing
through the boardroom?

e Why did you decide to join this
board?

e Overall, how does this director/board
experience stack up with others
you've had?

e What would cause you to resign?
3. Don't be a “letterhead” director.

Being nominated or re-appointed to a
healthcare organization board is an honor
and privilege; recognizing you're a com-
munity leader and a respected person in
the eyes of your peers, plus offering you
the opportunity to do important work and
make a difference.

Letterhead directors are those who
want the glory that comes with board
membership but rarely attend meetings
and don't participate or contribute much.
There are several good reasons, beyond
the obvious ones, for not being this type of
director:

o It totally depreciates the value associ-
ated with board membership you
wanted when signing on.

e You're accountable and potentially li-
able for board decisions/actions, even
when you don’t attend meetings. In-
deed, you breach the fiduciary duty of
care (see Maxim #15) through non-

attendance and participation.

e By taking a seat and then “checking
out,” you rob the board of a valuable
asset.

Serve, and continue serving, because you
have something to contribute and are will-
ing/able to do so.

directorship

e In all communities, the pool of tal-
ented/connected leaders is small and
such folks are sought by many orga-
nizations to serve on their boards.
Your interest, time and effort are fi-
nite and you have a wide variety of
opportunities for giving something
back. Why did you choose this board
as a way of making a contribution?

e On how many boards do you pres-
ently serve? If it's more than three,
evaluate if you're spread too thin.

e If you no longer have the necessary
time or level of commitment to serve,
consider resigning. Don’t sully your
reputation by poor attendance and
problematic performance. Since
healthcare organization boards are
composed of the most connected and
respected people in town, word
quickly gets around regarding direc-
tors who pull their weight and those
who don't.

4. Become a professional director.

Professionals are typically defined as
people who engage in occupations full-
time for pay, whereas amateurs are those
who undertake the same endeavors on a
part-time basis without compensation. In
this sense, all board members are ama-
teurs. But, the following definitions get
closer to the essence of these terms.

e proefesesioneal (pra fésh-a-nal); A
highly committed, knowledgeable,
skilled and experienced practitioner.
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e ameaeteur (am a-tur); A person who
engages in an activity as a past-time;
someone lacking a high level of so-
phistication and competency.

To make a difference, add value and
really govern, boards must be composed
of pros. Professional directors, as con-
trasted to amateurs:

e undertake board service as a vocation
- a role that’s assumed to perform
important tasks; rather than as a
hobby, done solely for personal grati-
fication and amusement

o take their responsibilities seriously;
they’re not dilettantes

¢ are committed to representing com-
munity interests; not furthering their
own

e devote considerable time and energy
to the job; not just enough to get by

e are highly knowledgeable, skilled and
experienced; not marginal practitio-
ners

e are actively engaged; not passive

e are inquisitive and somewhat skepti-
cal; not totally accepting

e function as checks-and-balances; not
“rubber stamps”

e continually increase their competen-
cies; aren’t satisfied with their own
status quo

directorship

e Who are the pros on your board?
Who are the amateurs? What differ-
entiates their director practice?
Watch the pros and learn from them.

e All groups typically get what they ex-
pect and continuously reinforce. To
what extent, and how, does your
board encourage professional direc-

torship?

e Which aspects of your director prac-
tice are professional? Which are
amateurish?

5. Know what’s expected of you.

The price of admission to the best
boardrooms is fulfilling (indeed, exceed-
ing) expectations. Be clear about what
they are. Vague or totally unrealistic ex-
pectations are killers that can sap your
motivation, erode the amount/quality of
your participation and impair your
effectiveness.

Anecdote: 1 was being interviewed
for membership on two nonprofit boards
and couldn’t accept both appointments.
Over dinners with the CEOs and board
chairs I asked, "What's expected of me?”
Here (paraphrased) are the responses I
got: ChairA: “Hum, haven't really
thought about it. I guess, not too much.
We meet every other month for three
hours; you’d be expected to serve on
several committees and attend our annual
retreat.” Chair B: “This board takes its
work very seriously. We feel governance
makes a significant difference to our
stakeholders and the organization’s long-
term success. The key is great directors
who understand what's expected of them
and then deliver. We've thought very
carefully about this and have developed a
job description. I should have sent you a
copy before this interview, but here it is.
Look it over and then let’s talk.”

directorship

When being interviewed for a board
seat, here are some questions you might
ask:

e Why am I being considered for ap-
pointment to this board? What
knowledge, skills, experiences and
perspectives are you seeking? What
contributions do you think I can
make?
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Do you have a director job description
or position charter I can review?
[This is a benchmark governance
practice. If you'd like to see an illus-
trative nonprofit healthcare organiza-
tion director position charter, log-on
to www.BoardFood.com, go to the
navigation aids page and download
the document.]

About how many hours per month or
year should I expect to devote as a
member of this board?

What is the term length and how
many terms are members expected to
serve before leaving the board?

When does the board meet (day and
time)? How many regularly sched-
uled meetings are held each year and
how long are they? How many spe-
cial meetings were held last year and
how long were they?

On occasion, can I participate in
board meetings telephonically?

On how many committees will I be
required to serve? How often do they
meet and for how long? Do I have
some input regarding committee as-
signments?

Does the board hold annual retreats?
Where are they typically held (locally
or at a distant location)?

Am I expected to attend extramural
governance educational confer-
ences/seminars? If so, how often?

What type of organizational events
will I be asked to attend during the
year?

Will I be expected (either explicitly or
implied) to make personal contribu-
tions to the organization? If so, what
is the norm? Will I be required to so-
licit donations from individuals and
organizations where I have connec-
tions?

Even if not offered, I think it's a must to
ask for the opportunity to talk with several
current directors. Schedule about an hour
with each individually. The key topics
should be: the nature of their experiences
as directors, both pluses and minuses;

and general board climate/culture.

6. Get to know your colleagues.

Governance is an intensely interper-
sonal activity. The best boards function
as focused, effective, efficient and creative
teams. A necessary prerequisite is mem-
bers who understand one another and
where each is coming from. Get to know
your fellow directors; their profes-
sional/personal histories, perspec-
tives/values, interests, knowl-
edge/skill/experience mix, why they
choose to serve and continue serving, and
what they want to accomplish.

Although directors need not (and
probably shouldn’t) be best friends, it's
critical they understand and respect one
another. Building wholesome and empow-
ering interpersonal relationships takes time
and effort. This can’t be done through in-
teractions in the boardroom alone; there
isn’t enough time and it's not a particularly
conducive space for doing so.

Anecdote: 1 once sat ona commer-
cial corporation board where the directors
and key executives went on a four-day
fishing trip each year to an isolated loca-
tion. Idon't like to fish and when first
told of the annual ritual, I thought it was
an unnecessary boondoggle. After going
on several of them, I came to realize how
important they were to our board’s
healthy/empowering culture and effective
teamwork (one of the best I have ever
been part of). Members had the opportu-
nity to get into each others’ heads and
skins. It was time and money well spent.

directorship

e I've seen boards that don’t give any
thought or effort to integrating newly
appointed directors, other than going
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around the table and having members
briefly introduce themselves. If this
is the extent of it, take the “bull by
the horns.” During the first several
months of your service, schedule in-
dividual lunch/dinner get-togethers
with all other board members. Rest
assured, they will be blown away by
the gesture and effort. Use the time
to build rapport with, and get to
know, your colleagues.

e Additionally, if not part of your orien-
tation, insist the CEO arrange meet-
ings for you with each executive team
member. Seize the opportunity to
learn about them and what they do.

e If your board has someone that pro-
vides staff support (i.e., executive as-
sistant, the CEO’s secretary, govern-
ance coordinator, corporate secre-
tary), take him/her to dinner. More
than anyone, he/she will be able to
provide you with a feel for the “lay of
the land.”

e What are some things your board
might do to help directors developing
better “interpersonal glue” and build
the team? It need not be a fishing
trip to an isolated location. For some
ideas, I suggest you consult: The
Five Dysfunctions of a Team by Pat-
rick Lencioni; and Team Building -
Proven Strategies for Improving Team
Performance by William Dyer, et. al.'

7. Ifyou are a newly appointed di-
rector, hook up with a mentor.

A good bit of what goes on in board-
rooms is rooted in long chains of
events/issues that have evolved over
time, linked to a variety of other matters,
very subtle, permeated with nuance (i.e.,
“politics”) and complex. Additionally,
every board has its own distinctive way of
doing business. Your success as a direc-
tor will depend on how effectively you get

1 The full citations for these, and all other

books/articles mentioned in the following pages, are
provided in the “References and Resources” section.

up to speed and begin understanding this
terrain in terms of boardroom substance
and dynamics.

My recommendation: Early in your
tenure, enlist an experienced director to
serve as your mentor; someone that can
help you understand the organization, the
board, how it functions and issues coming
before it.

directorship

e If your board doesn’t have a formal
mentoring program as part of its new
director orientation (most don’t), talk
with the board chair and request that
someone is assigned to you to play
this role. The individual should be an
experienced director (one that’s ex-
ceptionally competent and high
performing) who has the time and
skills to work with you for about six
months. I recommend the following
two books on how to craft a produc-
tive mentor-mentee relationship: The
Mentee’s Guide to Mentoring by Nor-
man Cohen; and Power Mentoring:
How Successful Mentors and Protégés
Get the Most Out of Their Relation-
ships by Ellen Ensher and Susan Mur-

phy.

e At your first meeting (perhaps during
a long conversation over dinner), get
an initial “navigational fix.” Some
things to talk about might include:

- thumb-nail profiles of each director
and key executive

- strengths and weakness of the
board in terms of how it considers
and acts upon issues, plans, pro-
posals and recommendations

- the most important boardroom
norms; rules-of-the-road (rarely
formally codified or even dis-
cussed) that guide director behav-
ior and how business is conducted

- nature of the board-CEO relation-
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ship

- a brief history of how the board
has evolved and changed over the
last five years or so; particularly
seminal events ... major successes
and failures, how the board coped
with them and what was learned

e Before each board meeting, get on
the phone with your mentor and
spend some time reviewing the
agenda.

- What are the key issues (both ex-
plicit and below the surface)?

- What is the context and history
surrounding items that will be ad-
dressed? Why are they on the
agenda? What is wanted from the
board and how can it make a con-
tribution? What sensitivities (or-
ganizational and personal) might
emerge?

e After each board meeting huddle with
your mentor to “re-view” the meeting
and how the board went about its
work, in addition to your own per-
formance/contributions.

e If you're an experienced director, of-
fer to mentor a newly appointed one.
You'll get far more than you give.

8. Immediately begin acquiring an
understanding of governance and
the nature of board work.

Like all other types of work, director-
ship is a practice grounded on a body of
knowledge. You’ll pick up some of thisin
the boardroom over time. But, the under-
lying and essential fundamentals can’t be
acquired by repeated observation and
practice alone; a litle formal learning will
be required.

The best “book knowledge” leavens
experience. Some things about govern-
ance and governing important to under-
stand are:

e the distinctive nature of a nonprofit
healthcare organization’s stakeholders
and how they relate to a board’s pur-
pose

e obligations, responsibilities and roles
of nonprofit healthcare organization
boards

e key factors that drive/affect board
performance and contributions

e how boards exercise influence over/in
the organizations they govern

¢ nature of the board-CEO relationship

I will address these topics, very briefly, in
some of the maxims that follow; but, it's a
mere “Baskin Robbins taste spoon.”

directorship

e To acquire a grounding, I recom-
mend:

- Getting to Great: Principles of
Health Care Organization Govern-
ance by Dennis Pointer and James
Orlikoff. This book is less than 200
pages, employs a principles for-
mat, is chock-full of application
sidebars/guides and written in a
tight/conversational style. If you
want to review the book’s table of
contents, including a listing of the
72 principles, log-on to
www.BoardFood.com, go to the
bookshelf page and download the
document.

- The Excellent Board I and the Ex-
cellent Board II by Karen Gardner
(editor) is a compendium of the
best articles on a wide variety of
governance topics taken from Trus-
tee Magazine.

e If you want to move beyond the ba-
sics, I suggest: Governance as Lead-
ership: Reframing the Work of Non-
profit Boards by Richard Chait, et. al;
and Boards that Deliver by Ram Cha-
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ran.
9. Understand board topography.

Nonprofit healthcare organizations are
very diverse; accordingly, there’s a wide
variety of arrangements for governing
them. It's important to understand key
features of this terrain.

There are two basic governance
structures: centralized and decentralized.

Centralized

BOARD

system or hospital

Decentralized

system

PARENT BOARD

BOARD BOARD BOARD

subsidiary
organization

subsidiary
organization

subsidiary
organization

In centralized structures, organizations
are governed by a single board. For ex-
ample, in centralized healthcare systems,
subsidiary organizations don’t have their
own boards. Decentralized systems are
composed of a parent and one or more
subsidiaries, ? each of which have boards;
governing responsibilities are subdivided
and shared among them.

There are two different types of
boards: governing and advisory. Govern-

2 Which could include hospitals, long-term care

facilities, medical service organization (MSO), medi-
cal practices/groups/corporations, a foundation, joint
venture corporations, real estate holding company,
etc.

ing boards bear legal fiduciary responsibil-
ity and accountability for their organiza-
tions. Advisory boards don’t ... they pro-
vide input, advice and counsel to govern-
ing boards and/or management.

There are four primary methods of di-
rector selection:’

e Appointed - One or more directors are
chosen by (for example): a
stakeholder group such as a sole cor-
porate member (parent board in a
health system); or city council for
the board of a municipal hospital.

e Elected - Some or all directors are di-
rectly elected by (for example):
members of the corporation;® or the
general public in governmental, dis-
trict hospitals.®

e Ex officio - One or more directors are
appointed to the board because of
other positions they hold. Some illus-
trations include serving on a board by
virtue of being: the CEO;
chief/president of the medical staff;
president of the volunteer organiza-
tion or foundation; or holding an
elected political office.

e Self-selected - Some or all directors
are chosen by presently serving board
members.

3 Note: These methods can (and often are) com-

bined in composing a board, for example: some
directors are appointed, some are ex-officio and oth-
ers are self-selected.

4 Although an increasingly rare governance struc-
ture, some nonprofit healthcare organizations have
“incorporators”; generally individuals meeting mini-
mal criteria who can become members after paying a
nominal fee. Typically, their sole function is electing
directors nominated by the presently serving board.
5 District hospitals are supported by public funds;
typically, bonds and property taxes. The taxing
authorities are established like school districts; vot-
ers elect board members who are public officials.
States with significant numbers of district hospitals
include California, Texas and Washington.
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directorship

e Understand the positioning of your
board in this terrain, along the key
dimensions:

- parent/system or subsidiary board

- type of board - governing or advi-
sory

- method(s) of director selection -
appointed, elected, ex-officio
and/or self-selected

e If you serve on the board in a
healthcare system that’s decentral-
ized: request and review a chart of
it's governance structure; and ask to
see a document that specifies how
governing responsibilities (see Maxim
#16) are subdivided and coordinated
among parent and subsidiary boards
(i.e., who does what).

10. Serve your apprenticeship, but do
so quickly.

If you're a newly appointed director,
this particular boardroom is foreign terri-
tory. You’'ve likely been “plopped down” in
an unfamiliar industry/organization, are
dealing with issues you don't fully under-
stand and are interacting with other direc-
tors who are strangers. You'd be wise to
serve an apprenticeship before engaging
as a full-fledged journeyman; do so, but
do it quickly. Keepin mind, you were ap-
pointed to this board because of your
knowledge/skills/experience and for the
contributions you’ll make.

Anecdote: In the early 90s, I joined
the board of a NASDAQ listed healthcare-
focused information services company. At
my first meeting, I walked into the board-
room and took a seat at the front of the
table, to the chair’s right. As the meeting
progressed I noticed a bit of uneasiness
and some sideways glances. At the break
I pulled an old friend aside who’d been a
director for several years and asked if
something was off. He responded: “You
sat in John’s chair.” Mr. was the

board’s most senior, distinguished and
accomplished member. A lesson learned
the hard way.

The wise person understands first im-
pressions are critical because they come
first and are hard to undo.

directorship

e \What chair you take in the boardroom
may be a trivial matter; but what
you say or don't, isn't. I recommend
sitting back and observing for your
first three or four meetings. When
you engage, do so by asking ques-
tions; not the probing type, but
rather those designed to seek infor-
mation, clarification and elaboration.
A person rarely harms oneself by say-
ing too little, at least initially. My
greatest embarrassments as a new
director have come from making an
observation or suggestion when I
didn’t understand context or know
what I was talking about.

e Engage slowly and incrementally over
time. Don’'t come on like “gang bust-
ers.”

e Recognize that all boards have well
defined authority/power structures
(“pecking orders”). Figure out what
they are. Enlist your mentor to help
you here (see Maxim #7).

e Use your time as an apprentice to:
get to know your colleague directors
(Maxim #6); gain an understanding
of healthcare organization governance
(Maxim #8); and become familiar
with the content areas underpinning
issues flowing through the boardroom
(Maxim #17).

11. Realize governing is a distinctive
organizational practice.

praetice (prak-"ticé); An ac-
tivity employing knowledge
(“know-what”) and skills
(“know-how"), som etimes sup-

- page 8 -
© Dennis D. Pointer
www.BoardFood.com



plemented by technologies, to
solve problems and seize op-
portunities.

Governance, like management and
medicine, is a practice; however, when
contrasted with them, it’s distinctive.

First, governance is part-time and oc-
casional work. While executives, the
medical staff and employees are perma-
nent organizational fixtures ... directors
are not. Boards convene for short periods
of time, they adjourn and weeks or
months pass before they meet again.

Second, due to its part-time nature,
board work is episodic and fragmented.
It's done in discrete bursts of activity, not
continuously. As a consequence, collec-
tive memory and momentum is difficult to
sustain. No matter how important the is-
sue being addressed, it fades into the
background at the end of a meeting and
must be resurrected at the next one.

Third, boards exist only when they
meet, between “raps of the gavel.” The
typical nonprofit healthcare organization
board meets for two - three hours, 11
times a year; thus, it has only 22 - 33
hours per year to govern one of society’s
most important and complex institutions.

Fourth, while management and medi-
cine are individual practices,” governance
is a “team sport.” A director has no indi-
vidual authority and power, as governing
responsibility rests with the board as a
whole.

5 For example: boards, per se, don't exist when

their committees meet. Committees are board com-
ponents/sub-groups; they can’t (other than in iso-
lated and narrow instances), legally or functionally,
discharge full board obligations and responsibilities.
7 1typically get a push-back on this from confer-
ence attendees, board retreat participants and my
graduate students; it's always fun to discuss.
Clearly, managerial and medical work is sup-
ported/facilitated by many people; it couldn’t be
done without them. However, managerial and clini-
cal decisions are made by individuals. My favorite
illustration is asking a physician whose name is on
his/her medical license; it's he or she, not a group.

directorship

e Many directors, particularly those who
practice their professions individu-
ally/autonomously (e.g., consultants,
physicians, lawyers, accountants), of-
ten have difficultly adjusting to a
board’s collective orientation and col-
laborative way of doing business.
Consensus decision making, after
long deliberation and debate, just
goes against their grain. How com-
fortable, experienced and skilled are
you at playing the team sport of gov-
ernance?

e I run across directors who think they
can make individual requests of ... or
even tell ... executives, management
staff, employees or physicians “what
to do.” They’re missing one of the
most fundamental aspects of govern-
ance as a collaborative practice.

e Because board attention and work is
inherently fragmented ... memory,
thrust, follow-through and follow-up
are often problematic. Systems and
procedures must be put in place to
increase the seamlessness and conti-
nuity of governance work. Your
board might consider implementing a
follow-up agenda to track all action
items for review/assessment at future
meetings. Additionally, I recommend
that you retain all board/committee
meeting agendas and associated
back-up materials for one year. This
takes a bit of filing cabinet space, but
it’s helpful as a memory refresher and
personal tracking system.

12. Recognize the difference between
governing and managing, then re-
spect it.

Management'’s job is to run the orga-
nization; the board’s work is to ensure
it's run well. The more your board at-
tempts to manage, the less it will govern
effectively.

Clearly, the zone between governing
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and managing is fuzzy. Diligent governing
to one director is encroaching on man-
agement prerogatives to another. Addi-
tionally, the governance-management
boundary changes over time. For exam-
ple: a board might be more directive with
a new, relatively inexperienced CEO than
with one who’s done an outstanding job
for years.

General principle: the board’s role is
to frame issues, question, probe and over-
see; management solves problems,
seizes opportunities, executes and runs
things.

Illustrations help, here’s one. A fi-
nancial problem arises. Days of cash on
hand have been falling over the last six
months and the organization’s liquidity is
threatened. The board’s job is to: recog-
nize the problem (if it hasn’t already been
identified and brought to it by manage-
ment); understand the context and con-
tingencies/constraints; explicitly and pre-
cisely convey its expectations (the number
of days of cash that should be on hand);
hold management accountable for formu-
lating a plan to correct the problem; and
then follow-up to ensure management’s
plan is having the desired effect. The
board should not spend time discussing
how to solve the problem; thisis man-
agement’s job. Yet, I see boards crossing
this governing-management boundary all
the time. Such behavior deflects boards
from what they should be doing, and
wastes a lot of valuable time, while simul-
taneously disempowering executives.

Here's a metaphor I've found helpful:
The board’s role is to stay in the balcony,
orchestrating and overseeing the dance.
Management does the dancing. Tempta-
tions of the director: Every now and then,
directors want to take a spin on the dance
floor; it’'s often more fun than just watch-
ing. Simply: resistit!

An anecdote, my sin: Some years
back I was on the board of XYZ Corpora-
tion and attending a meeting where the
Vice President for Business Development
was doing a briefing on a contemplated

move into a new and highly competitive
market. I started peppering her with rec-
ommendations. I've taught graduate-
level courses in competitive strategy for
the past 25 years and have done exten-
sive consulting in this area with both
commercial and healthcare organization
clients. Bob, the President/CEO and board
chair said: “Denny you’re doing it again;
crossing the line and dabbling in man-
agement. I know you're sinning because
I've read your book.” Sheepishly, I re-
plied, “You're right; let’'s move on.”
Driven by my personal interests and de-
sire to be helpful, I had wandered where I
didn’t belong. As an aside, this inter-
change reflects a very healthy boardroom
climate: the CEO felt comfortable usher-
ing me back to the balcony.

directorship

e Pay attention when you begin “drift-
ing down to the dance floor,” then
pull yourself back. This requires con-
stant vigilance, because the desire to
be helpful by sharing your expertise is
deeply ingrained. This is particularly
true when the issue being discussed
is in your professional “sweet spot.”

e When a director colleague is ap-
proaching, or has crossed, the gov-
ernance-management boundary, help
pull ‘em back by providing some feed-
back; do it lovingly and with humor.
Like the "my sin anecdote,” healthy
boardrooms are characterized by this
type of behavior.

e Encourage your board to have a dis-
cussion regarding the general princi-
ple forwarded in this maxim;
whether it should be adopted as a
“running rule” and how directors
should be reminded of it when they
go astray.

13. Keep your eyes on the prize.

This maxim is a famous quote from
Dr. Martin Luther King, Jr.
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Health system boards, hospital
boards, medical group boards, home
health agency boards, nursing home
boards, professional/trade association
boards ... quite a diverse lot. But, beyond
some superficial differences, they have
identical obligations.

The purpose of all nonprofit boards is
to represent stakeholders; the rough
equivalent of shareholders in commercial
corporations. Identifying them can be
quite involved; but, a rough first ap-
proximation is: stakeholder = the com-
munity.®

A board’s fundamental and overarch-
ing obligation is to make sure the organi-
zation benefits its stakeholders. Organi-
zations are collections of resources:
money, personnel, facilities, equipment,
supplies, competencies and capacities.
These are means; the end is stakeholder
benefit. Boards must ensure organiza-
tional means lead to the end of maximiz-
ing stakeholder benefit/value. This is the
BIG WHY of governing.

The problem is: in boardrooms,
means can overwhelm and eventually dis-
place ends. This dynamicis called means-
ends substitution.

A board’s purpose is to represent the
interests of an organization’s
stakeholders; management’s objective is
to enhance the organization’s perform-
ance. A board’s purpose and manage-
ment’s objectives are different.

8 The community is clearly a nonprofit healthcare

organization’s primary and ultimate stakeholder.
However, this conceptualization is rarely fine-grained
enough, as communities are very diverse. Here's a
simple illustration: Say you're on the board of a
nonprofit condominium homeowners association.
Who are the stakeholders? At first glance the an-
swer is easy: those who own units (i.e., equivalent
to the community of a nonprofit healthcare organiza-
tion). Actually, there are probably three stakeholder
subgroups: those who own units and live in them;
and those who own units and rent them out; those
who rent units. Each of these groups have different
(and potentially conflicting) needs/interests which
the board must represent.

Management'’s plans, proposals and
recommendations are formulated to im-
prove strategic, operational, financial
and/or clinical performance. However,
when they’re being reviewed, discussed,
considered and eventually voted on in the
boardroom, it's easy for the interests of
the organization per se to overwhelm and
displace those of stakeholders.

Here’s the governing challenge: Most
often, what’s good for the organization
also benefits stakeholders. But some-
times it doesn’t; what increases organiza-
tional performance can decrease
stakeholder benefit. It’s the board’s obli-
gation to be vigilant in such circumstances
and carefully assess proposed initiatives
from a stakeholder value-added perspec-
tive. Management should be concerned
about this, but it’s the board’s responsibil-
ity to ensure it.

Anecdote: With the objective of pre-
paring a case study (which never saw the
light of day), I interviewed directors serv-
ing on the board of a nonprofit health sys-
tem that was considering the sale of one
of its hospitals to a for-profit corporation.
Cutting through all of the detail, I found
no evidence the board ever seriously as-
sessed the deal’s relative costs and bene-
fits from a stakeholder benefit perspec-
tive. Management’s analysis, contained in
a three-inch ring binder, and the board’s
discussion/deliberation was totally organi-
zational-centric; thatis, how the deal
would benefit the health system. Put
simply: fundamentally flawed governance
flowing from a lack of clarity regarding
board purpose/obligations and stakeholder
interests.

directorship

e [ once sat on a Catholic hospital
board where the sister chair (a true
saint) began each meeting with a
brief reflection/discussion regarding
the board’s purpose and its obligation
to stakeholders. This kept our “eyes
on the prize.”
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e For your board to be truly
stakeholder-centric it must specify
the organization’s key stakeholders
and understand their most important
interests. If you'd like to have a
Board Stakeholders Briefing (which
provides much more depth on
stakeholders and how to map them,
plus numerous nonprofit healthcare
organization examples), logon to
www.BoardFood.com, go to the navi-
gation aids page and download the
document.

e You can learn more about
stakeholders by consulting: Getting
to Great: Principles of Health Care
Organization Governance (Chapter 3)
by Dennis Pointer and James Orlikoff.

e The foundational/critical importance
of stakeholders, as a point of depar-
ture for governing, is emphasized in
Building an Exceptional Board: Efec-
tive Practices for Health Care Govern-
ance - Report of a Blue Ribbon Panel
published by the Center for
Healthcare Governance (CHG),
American Hospital Association. You
can download a copy, free-of-charge,
from CHG’s website at
WWW.americangovernance.com.

14. Don't represent narrow interests
or constituencies.

This is a more nuanced aspect of the
preceding maxim.

Consider this, albeit “over-the-top,”
situation:® Friendly Hospital’'s board is
composed of directors who see them-
selves as representatives of, and advo-
cates for, various special interests. Some
illustrations:

e Harry feels it’s his duty to represent
employees (he’s a former union offi-

° Although embellished, this is a real board for

whom I once conducted a retreat. Itwas a tough
two days. None of the members could transcend
their own narrow perspectives/interests and consider
those of all stakeholders; a crucial starting-point for
really governing.

cial).

e Gail, president of the medical staff,
believes she serves on the board to
advance physician interests, espe-
cially those of her specialty (radiol-

ogy).

e Bill is a retired CPA and sings only
one note: cost reduction.

e Dan, the only Black on the board,
perceives himself as an advocate for
the African-American community.

e Sharon has one issue, right-to-life,
and isn’t interested in anything else.

e Ann sees herself as the standard-
bearer for women'’s issues.

e John, who several years ago made
the single largest gift the organization
has every received, is only concerned
about insuring his own legacy.

Could this board govern effectively on be-
half of all stakeholders? Or would it be
torn apart, and eventually rendered impo-
tent, by each director’s narrow perspec-
tives and interests?

Your board’s job is to represent; but,
it must do so by balancing and aligning
the different/divergent interests of various
stakeholders. What you must not do is
serve as a narrowly focused standard
bearer and single issue advocate.

If your board is composed of members
who seek to advance special interests, it
will be torn apart by centrifugal forces and
its effort to govern fragmented. One direc-
tor argues on behalf of a particular group;
other directors do the same thing from
equally narrow perspectives. The board
takes on the characteristics of a legislative
body or courtroom.

directorship

e As a director you are a stakeholder
agent. Your position is neither a li-
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cense nor a platform for “beating the
drum” regarding issues you hold dear.
You have a duty to balance/align the
interests of all stakeholders, not rep-
resenting those of just one or a few.

® Ex officio directors (those who serve
on the board by virtue of other posi-
tions they hold) face the greatest
challenges here.'® For example, a
physician who’s a director because
he/she is the elected chief of staff.
The medical staff expects this individ-
ual to represent their interests. Your
board must offer such directors assis-
tance and “air cover”: providing
them with gentle reminders when
they overstep the boundary; and
constantly reminding their physician
colleagues they’re on the board be-
cause of the knowledge, skills, expe-
rience and perspectives they bring ...
not to represent medical staff inter-
ests.

15. Understand your legal fiduciary
duties of loyalty, care and obedi-
ence in addition to director liabili-
ties/protections.

All state nonprofit organization incor-
poration laws hold that directors have a
fiduciary duty to serve as stakeholder
agents, acting in ways that protect and
advance their interests, carefully and in
accordance with the law. You are ac-
countable for being loyal, careful and obe-
dient and potentially legally liable if you're
not.

Loyalty is owed first/primarily to
stakeholders and then second/derivatively
to the organization. Loyalty to

10 Ex officio directors have the same obligation as
all other board members: to represent stakeholders
as a “general class”; thatis, balancing/aligning the
interests of each stakeholder group, favoring no par-
ticular one. Look at it this way: What gets ex officio
directors to the boardroom is their membership in a
stakeholder group; the board wants/needs the com-
petencies, experiences and perspectives that comes
with such membership. However, once in the board-
room ex officio directors breach their fiduciary duty
of loyalty (see Maxim #15) by solely representing
the interests of the groups from which they came.

stakeholders always trumps loyalty to the
organization. Accordingly, loyalty’s cen-
ter-of-gravity is serving as a stakeholder
agent and faithfully representing their in-
terests. You breach this duty when, for
example: a material conflict-of-interest
influences your decisions; you disclose
confidential information that might have a
detrimental effect on the organization;
you seize a business opportunity for your-
self or other parties that legitimately be-
longs to the organization; you vote for an
unlawful distribution of the organization’s
assets which subverts its charitable pur-
pose and/or results in private inurnment.

Care requires discharging your gov-
erning responsibilities with the diligence,
prudence and sound judgment equal to
that of an ordinarily competent person in
similar circumstances. This duty focuses
on the process of acting and deciding, not
the results. The testis: Was reasonable
care exercised? Not: Was the outcome
optimal, satisfactory or even tolerable?
You are permitted to presume that infor-
mation, analyses and recommendations
provided by others (executives, staff and
consultants) are accurate, truthful and
informed ... if there are no compelling
reasons to believe otherwise. This duty
does not require you to be overly cau-
tious, avoiding all risks. Courts are very
hesitant to substitute their judgment for
those of boards, after the fact. The ex-
pectation is simply that directors act care-
fully, with common sense and informed
judgment.

Obedience requires that you obey the
law. Directors must avoid acts beyond
the board’s authority as articulated in ap-
plicable laws, court decisions and regula-
tions in addition to those specified in the
organization’s own governing documents.
To discharge this duty you must: under-
stand the law and the organiza-
tion’s/board’s charter, articles of incorpo-
ration, bylaws and policies; and abide by
them. Unlike the requirement to be care-
ful, the test of fulfilling this duty is not
merely good faith intentions, but rather
compliance and results. Ignorance is
never a justifiable excuse for breaching
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this duty.

The good news: nonprofit healthcare
organization directors are rarely named in
lawsuits. The bad news: if you are, it's a
hassle. You must be loyal, careful and
obedient; if someone feels that you're
not, they can sue. In an increasingly liti-
gious society, and given heightened stan-
dards of board accountability, such actions
are becoming more common. My intentis
not to scare you. However, because
board membership comes with potential
personal liability, it pays to be prudent.

As a director you typically have two
protections: !' indemnification and direc-
tors and officers (D&O) insurance. Nei-
ther is automatic. The first must be pro-
vided (typically via your board’s bylaws),
the second has to be purchased by the
organization on whose board you serve.

Organizations can choose to indem-
nify directors (i.e., offer protection against
liability and financial loss), although spe-
cific provisions vary considerably. If a di-
rector is named in a suit arising out of
board service he/she may be reimbursed
by the organization for expenses incurred
(including attorney’s fees) and in specified
instances for judgments, awards and
fines. Typically, expenses are paid by the
organization during the action, not after
it’s resolved. The common standard for
such indemnification is: the director acted
in good faith and in a manner he/she be-
lieved to be in the best interest of the or-
ganization and its stakeholders; and (if
the action is allegedly criminal), the direc-
tor had no reasonable cause to believe
his/her action was unlawful.

Additionally, an organization may
purchase liability insurance that reim-
burses expenses incurred due to actions
for which its directors and officers are

1 In some states there are three; those that have
enacted legislation providing the directors of certain
charitable nonprofit organizations limited indemnifi-
cation (or immunity). The provisions of such legisla-
tion vary so widely, I've chosen not to discuss them
here. My recommendation: ask the organization’s
counsel for a briefing.

covered (e.g., the cost of indemnifica-
tion); but certain types of claims are typi-
cally excluded. D&O insurance covers the
organization, not directors directly.

directorship

e To learn more about your legal fiduci-
ary duties, I recommend: The
Board’s Fiduciary Role: Legal Respon-
sibilities of Health Care Governing
Boards by Fredric Entin, et. al.

Loyalty

e Insist that your board is reminded of,
and “re-briefed” by counsel regarding,
its duty of loyalty prior to considering,
deliberating about and voting on ma-
jor issues, big deals and large finan-
cial transactions.

e With respect to issues coming before
your board, acknowledge any poten-
tial conflicts-of-interest and seek an
opinion regarding their materiality. If
the conflict is judged to be material,
totally remove yourself from discuss-
ing, deliberating, exercising any influ-
ence regarding, and voting on, the
matter. This is critical to fulfilling
your fiduciary duty of loyalty, as ma-
terial conflicts are among the most
common causes of breaching it. See
Maxim #25 where this is addressed in
more depth.

e Never talk with outsiders about in-
formation/matters deemed to be sen-
sitive or confidential. See Maxim #26
where this is addressed in more
depth.

e Ensure that the independent/external
auditor reports to the board any con-
cerns regarding private inurnment ar-
rangements that might jeopardize the
organization’s charitable purposes
and nonprofit status.

Care

e Insist background materials are dis-
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tributed an adequate amount of time

prior to board/committee meetings so

directors can carefully review and re-

flect upon key issues before address- °
ing them.

e Expect analyses prepared by staff and
consultants thoroughly/accurately
portray both the positives and nega- °
tives of proposed initiatives.

e You must be present and contribute
to exercise due care; attend board

before dealing with important matters
and big deals.

If you’ve not done so recently, review
the organization’s articles of incorpo-
ration and charter in addition to your
board’s bylaws.

Request a book containing all board
policies (updated continuously) be
provided to you; then periodically re-
view them.

meetings and participate. Liabilities and Protections

e Come to every board/committee °
meeting prepared, having carefully
read agenda materials and propos-
als/recommendations up for discus-
sion and vote.

e Always ask for additional information
and clarification when you do not un-
derstand an issue.

e Insist that adequate time is allocated
for questions, elabora-
tion/clarification, discussion, delibera-
tion and debate prior to votes ... es- °
pecially on important agenda items.

® Prior to votes on important matters,
ask for an assessment by counsel re-
garding whether your board has exer-
cised its duty of care.

e Don’t be pressured by apparent ]
overwhelming agreement. In light of
the facts, after listening carefully to
your director colleagues plus taking a
stakeholder perspective, be prepared
to vote “no.” See Maxim #31 where

These matters are very important,
complex and technical. Accordingly,
each year, request the organization’s
counsel brief your board on potential
risks and legal liabilities in addition to
the nature/scope of protections avail-
able. If your board’s indemnification
provisions and D&O insurance cover-
age haven’t been reviewed by an ex-
perienced governance/corporate at-
torney in the last several years, re-
quest this be done.

You might want to have your personal
attorney review the board’s indemni-
fication policy and D&O insurance. As
an extra layer of protection and com-
fort, ask your attorney for a referral
to counsel experienced in govern-
ance/corporate law.

Your best protection against the po-
tential legal liability that comes with
board service is to understand your
job and do it conscientiously ... and, I
might add, heed these 40 maxims!!

this is addressed in more depth. 16. Understand your board’s govern-
ing responsibilities.
Obedience
The substantive work of governing
e Request that periodic educational ses- entails fulfilling responsibilities. The core
sions are held on legislative, legal and ones for nonprofit healthcare organization
regulatory developments in addition boards are:**

to their implications for your board.

e Ask for the opinion of legal counsel

12 This model was originally introduced in Really
Governing: How Health System and Hospital Boards

regarding the applicability of key Can Make More of a Difference by Dennis Pointer and
laws, regulations and court decisions Charles Ewell. It was elaborated and expanded in:

- page 15 -
© Dennis D. Pointer

www.BoardFood.com



specifying
ORGANIZATIONAL
ENDS
ensuring ensuring
EXECUTIVE FINANCIAL
PERFORMANCE PERFORMANCE
ensuring
QUALITY OF

CARE

Only the briefest synopsis of these re-
sponsibilities are forwarded here as
they’ve been a major focus in four of my
previous books.

Ends

Ends are destinations and paths
taken. Both are choices, and among the
most important organizations make.
Formulating/approving them is a board
responsibility.

In attending to ends, your board de-
fines the organization: what it is and
isn’t; what it will and will not become.
Governance begins here. Other responsi-
bilities (for executive performance, quality
of care and financial performance) all flow
from this one.

To fulfill this responsibility, your
board must:

e provide input regarding, assist in for-
mulating and approving the organiza-
tion’s vision

e review/approve key organization-wide
goals™

e ensure management strategies™ are
aligned with the vision and key goals

e monitor/assess how well the vision is
being fulfilled, key goals are accom-
plished and strategies are being pur-
sued in addition to expecting correc-
tive action if problems are detected

Executive Performance

Board Work: Governing Health Care Organizations,
Getting to Great: Principles of Health Care Organiza-
tion Governance and The High Performance Board:
Principles of Nonprofit Organization Governance all
by Dennis Pointer and James Orlikoff. The model
has become a standard framework for describ-
ing/prescribing the responsibilities of nonprofit
healthcare organization boards. See, for example:
Building an Exceptional Board, Report of a Blue Rib-
bon Panel on Health Care Governance (Center for
Healthcare Governance, American Hospital Associa-
tion); and Board Roles and Responsibilities: Ele-
ments of Governance (The Governance Institute).

13 Highly successful organizations share one thing in
common: they have distinctive, explicit, precise,

A board has one direct report, the
CEO; he/she is its agent and delegated
authority to manage the organization’s
affairs.

The board-CEO relationship is intri-
cate and complex because the CEO: is
simultaneously the board’s “subordinate”
(hired and fired by it) and a colleague di-
rector (in over 80 percent of health sys-
tems and hospitals); and exerts a signifi-
cant influence over the amount/type of
information the board receives and its
agenda.

Your board is responsible and ac-
countable for the CEQ’s performance; it
must:

¢ recruit and select the CEO

e assess the CEO’s performance

e adjust the CEO’s compensation

fine-grained and empowering visions. The reason is
simple: an organization cannot achieve that which
its leadership is unable to envision. Visions spell the
difference between purposefully moving into the fu-
ture versus aimlessly wandering there. A vision
specifies what an organization should/must become
in order to maximize stakeholder benefit. The best
way to formulate and codify a vision is not a prose
statement, but rather a list of specific characteristics
regarding what the organization should look like, at
its very best, in the future.

14 Goals are the most important things an organiza-
tion must accomplish for its vision to be fulfilled;
they increase a vision’s specificity and “density.”

15 Strategies are specific plans for deploying an or-
ganization’s resources (fiscal, human, facilities,
equipment, supplies, etc.) to achieve key goals.
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¢ and, should the need arise, terminate
the CEO’s employment relationship
with the organization

Quality of Care

The responsibility for ensuring offer-
ing quality is unique to boards of organi-
zations that provide healthcare services.'®
Other nonprofit organization and commer-
cial corporation boards can delegate this
to management.

Healthcare quality is multi-
dimensional and encompasses clinical
quality, patient safety and customer-
patient/guest satisfaction. This aspect of
governing typically causes directors their
greatest trepidations because: of the
complexity and mystique of medical work;
and most, lacking clinical expertise, find it
unreasonable to be asked to assume re-
sponsibility for processes they’ll never
fully comprehend.

To fulfill this responsibility, your
board must:

o formulate/approve organization-wide
quality objectives

e credential the medical staff (ap-
point/reappoint practitioners and
specify their privileges)

e ensure necessary quality, utilization
and risk management systems are in
place and functioning effectively

e monitor/assess the quality of care
provided and expect corrective action
if problems are detected

Financial Performance

Nonprofit healthcare organizations are
simultaneously community benefit institu-
tions and business entities. As the latter,

16 Healthcare organizations, via the authority vested
in their boards, bear ultimate responsibility and ac-
countability for the quality of care due to: a long
series of court decisions; Federal legislation; regu-
latory mandates; and accreditation requirements.

they must: accumulate and productively
deploy fiscal resources; engage in value-
added economic transactions; and pro-
duce positive margins, as nonprofit
doesn’t mean no-profit.

Your board is responsible and ac-
countable for the organization’s financial
performance and condition; it must:

o formulate/approve organization-wide
financial objectives

e ensure financial/capital plans are
aligned with, and will likely accom-
plish, financial objectives

¢ monitor/assess financial perform-
ance/condition and expect corrective
action if problems are detected

e ensure the organization’s credit wor-
thiness

e ensure necessary internal controls are
in place

e oversee the independent/external
audit and ensure financial statements
fully/fairly reflect the organization’s
financial condition

Responsibilities Overall

These four core responsibilities are
grounded on, and flow from, board legal
fiduciary duties (see Maxim #15). That is,
for your board to be both loyal (to
stakeholders, representing their interests)
and careful (overseeing the organization’s
affairs) it must attend to ends, executive
performance, quality of care and finances.
There are other things your board might
choose to do, but fulfilling these responsi-
bilities are things your board must do.

Focus

Anecdote: When conducting retreats
I often ask directors to take out a sheet of
paper and write down the most important
responsibilities of healthcare organization
boards; the key things they must do,
their critical functions. The responses are
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always quite varied. Although there’s oc-
casional overlap on a few individual items,
there’s never general agreement about
the basics.'” Richard thinks boards should
be doing A, B, Cand D; Mary thinks it
should be B, D, H, J and R; Dan feels the
most important responsibilities are B, H,
P, U and W; Jane isn't sure and Glen
hasn’t given it much thought.

Peter Drucker defines effectiveness as
“doing the right things” (in contrast to ef-
ficiency which is “doing things right”).
Your board cannot be effective unless
there’s agreement among directors re-
garding the right things they must do.
Without this your board will: not have a
coherent framework for allocating its most
precious resource, director attention; lack
focus; waste time, energy and effort;
and drift toward peripheral and tangential
issues ... increasingly, sheer activity re-
places productive work.

Laser-like focus on responsibilities is
essential for a board to be effective. Not
only does this define what your board
should be doing; but equally, if not more
important, specifies what it shouldn’t.
Willie Nelson (one of my favorite philoso-
phers) says: “If the next pot of chili taste
better than the last, its probably due to
what'’s left out, not what’s been added.”

directorship

e It's critical that directors have a
shared and explicit/precise definition
of your board’s core responsibilities;
the substance of governance work.
Achieving this will require some time
and effort. A few suggestions:

- Circulate readings regarding the
core board responsibility model to
directors taken from Board Work
(Chapter 4) and Getting to Great:
Principles of Healthcare Organiza-

17 Tve conducted this exercise hundreds of times,

always with similar outcomes. If you doubt the re-
sults, or would just like to replicate the experiment,
try it at your next board meeting.

tion Governance (Chapter 4).

- Discuss this model at a special
board meeting or retreat. See if it
makes sense and explore its impli-
cations (e.g., board meeting
agenda planning and management,
committee structure).

e If you'd like to see an illustrative
board charter crafted in-line with this
responsibility model, log-on to
www.BoardFood.com, go to the navi-
gation aids page and download the
document.

17. Acquire an increasingly sophisti-
cated understanding of content
areas underpinning issues your
board will be addressing.

Being a great director demands solid
general intelligence, common sense, good
business judgment, well-rounded experi-
ence and a splash of wisdom. However,
governance is not a competence-free zone;
it requires knowledge in areas ground-
ing/framing issues with which your board
will be dealing. Among the most important
are:

e the structure and functioning of the
U.S. healthcare industry

e factors that affect/drive a healthcare
organization’s strategic and competi-
tive advantage

e factors that affect/drive a healthcare
organization’s operational effective-
ness and efficiency

o factors that affect/drive healthcare
quality (including clinical quality, pa-
tient safety and service quality)

e the nature/challenges of contempo-
rary medical practice and different
physician — healthcare organization
relationship options

e factors that affect/drive a healthcare
organization’s financial performance
and condition
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You don’t need to master all this immedi-
ately. But, let there be no doubt about it,
your success as a director will ultimately
depend on how well you understand this
stuff.

directorship

e Work with the board chair and/or CEO
to design a custom-crafted develop-
ment plan to begin acquiring these
competencies. A reading program
can be a good way to start. Here are
some of my top picks:

- the healthcare industry - The U.S.
Health Care Industry: A Primer for
Board Members by Dennis Pointer
and Stephen Williams; and The
U.S. Health Care Delivery System:
Fundamental Facts, Definitions and
Statistics by Sara Beazley, et. al [if
you'd like to review the table of
contents for The U.S. Health Care
Industry: A Primer for Board Mem-
bers, log-on to
www.BoardFood.com, go to the
bookshelf page and download the
document]

- healthcare organization markets
and strategic/competitive fitness -
Health Care Strategy for Uncertain
Times by Marion Jennings (editor)

- healthcare organization operating
fitness - The Well-Managed Health
Care Organization by John Griffith
and Ken White [This is a textbook
for graduate students in health
administration and not a light read.
But, in one volume, every facet of
a hospital’s operation is covered;
it's a great overview and refer-
ence.]

- quality of care - The Quality Ad-
vantage by Julianne Morath; 10
Powerful Ideas for Improving Pa-
tient Care by James Reinertsen and
Wim Schellekens; and If Disney
Ran Your Hospital: 9%> You Would
Do Differently by Fred Lee

- page 19 -

- physicians and contemporary
medical practice - Learning to Play
God by Robert Marion; The Next
Generation of Physician — Health
System Partnerships by Craig
Holm; and “How to Improve Hos-
pital-Physician Relationships” (in
Frontiers of Health Services Man-
agement) by Joe Bujak

- financial fitness - Best Practice Fi-
nancial Management: Six Key Con-
cepts for Healthcare Leaders by
Kenneth Kaufman

If you'd like to have a copy of The Es-
sential Governing Bibliography, 10g-on
to www.BoardFood.com, go to the
bookshelf page and download the
document.

One of the easiest (and most fun)
ways to develop your governing
competencies is to attend educational
events designed specifically for
healthcare organization directors.
There are several options:

- Many state hospital associations
include sessions for directors on a
wide variety of topics at their an-
nual meetings. Make it a point to
ask your CEO to be kept informed
of these programs.

- Several organizations specialize in
providing board development and
director education. Among the
best are: Center for Healthcare
Governance, American Hospital As-
sociation (www.americangovern-
ance.com); the Estes Park
Institute (www.estespark.org);
and the Governance Institute
(www.governanceinstitute.com).
Each offers three-four day confer-
ences multiple times throughout
the year at a variety of locations
across the country. Most of the
content areas noted previously are
covered in their curricula. They
feature first-rate presenters and
you’ll have the opportunity to in-
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teract with directors from other or-
ganizations. Ask your board chair
and CEO about attending. I've
found, the greatest benefit occurs
when a group of directors, in addi-
tion to the CEO (and/or another
executive team member), attend
together.

- The Institute for Healthcare Im-
provement (www.ihi.org) is, in my
judgment, the Nation’s premier or-
ganization dedicated to enhancing
clinical quality and patient safety.
They conduct: an Annual National
Forum on Quality Improvement in
Healthcare (which, drawing over
6,000 attendees, is now the largest
professional meeting in the indus-
try); a five day healthcare quality
improvement workshop for teams
of healthcare organization direc-
tors, executives and physician
leaders; and atwo day confer-
ence, “From the Top: The Role of
the Board in Quality and Safety.”
Their website is the go-to location
for high quality (and free) re-
sources: white papers, mono-
graphs, articles, guides, video clips
and annotated bibliographies.

18. Develop (or enhance) your
healthcare organization-specific
financial literacy.

Bluntly stated: it’s impossible to be a
good, let alone a great, healthcare organi-
zation director without possessing basic
financial literacy. The areas of accounting
and finance'® provide the means for: re-
cording all sorts of (but not all) activity
taking place in an organization; quantify-
ing transactions, both internal and be-
tween the organization and external enti-
ties; depicting an organization’s financial
status/condition; and planning for the fu-
ture.

18 The discipline of accounting records economic
transactions and summarizes them in financial
statements; it focuses on an organization’s past.
The discipline of financial management uses account-
ing information to analyze and plan; it focuses on an
organization’s future.

Healthcare organizations are social
institutions; critical components of their
community’s infrastructure. Simultane-
ously, they are large and complex eco-
nomic entities whose financial activity ex-
ceed hundreds of millions, and often bil-
lions, of dollars. Accounting/finance is the
“language of business.” Without fluency in
this language, directors are rendered sight-
less, hearing impaired and speechless in
the boardroom. Your board will want to
have a few members who are account-
ing/finance pros; but, all directors must
possess basic literacy. If you are a finan-
cial neophyte, you’ll need to build some
competencies from scratch. If you've
taken undergraduate or graduate courses
in this stuff or had some practical experi-
ence in other sectors, you’ll need to ac-
quaint yourself with the distinctive aspects
of healthcare accounting and finance.

You must:

e understand factors that affect/drive a
healthcare organization’s financial
performance and condition (ad-
dressed in Maxim #17)

e be able to read, analyze and interpret
the organization’s basic financial
documents including the reve-
nue/expense statement, balance
sheet and statement of cash flows

¢ understand the basics of financial
planning and be able to participate in
reviewing/approving the organiza-
tion’s annual financial plan

e understand the basics of capital plan-
ning and be able to participate in re-
viewing/approving the organization’s
capital plan in addition to specific pro-
jects

e be able to participate in monitoring
and assessing the organization’s fi-
nancial performance/condition

¢ understand factors affecting the or-
ganization’s credit worthiness

e understand the internal audit function
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and be able to participate in ensuring
appropriate controls are in place

e understand, and be able to participate
in, ensuring the organization’s finan-
cial integrity/credibility through the
annual independent audit

All these competencies are absolutely es-
sential to fulfilling your fiduciary duty of
care (see Maxim #15).

I estimate that less than 50 percent of
the typical community hospital’s directors
possess basic financial literacy (the knowl-
edge and skills noted above), It's higher
for boards of healthcare systems. Unques-
tionably, this significantly impairs govern-
ing performance and contributions. One
way to solve the problem is to recruit only
directors who are financially literate, and
some governance pundits have suggested
doing so. In my judgment, this bad idea
dramatically reduces the overall experi-
ence, skill and perspective diversity of
healthcare organization boards. Better to
recruit broadly and then develop the finan-
cial competencies of directors early in their
term of service. The “fly in the ointment”
is that most boards don’t have well de-
signed and executed director-focused fi-
nancial development programs in place.

directorship

e The first, and essential, step to devel-
oping a competency is recognizing a
deficiency exists. Review the list of
knowledge/skills above and do an
honest assessment of yourself. How
do you stack up? What are your ar-
eas of strength and weakness?

e For a good start and overview, I rec-
ommend Essentials of Health Care
Organization Finance: A Primer for
Board Members by Dennis Pointer and
Dennis Stillman. This is a collabora-
tive effort between a governance guy
(me) and a accounting/finance pro
(Stillman is a faculty colleague of
mine at UW, was the chief financial
officer at University of Washington
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Medical Center, is a CPA and Fellow of
the Healthcare Financial Management
Association). We wrote this because
there was no director-friendly and
governance-focused finance book
available. It's less than 180 pages,
covers all the basics and no previous
accounting/finance knowledge is as-
sumed. If you'd like to review the ta-
ble of contents for this book, log-on
to www.BoardFood.com, go to the
bookshelf page and download the
document.

As you read Essentials, consider
meeting with the chief financial officer
(or someone else in the finance de-
partment that can transcend “CPA-
speak”) and do a few tutorials, apply-
ing the concepts addressed in the
book to your organization’s financial
statements. Perhaps, there are a few
other directors who’d like to join you
for such sessions.

Suggest that some finance-focused,
in-service educational programs be
conducted for your board. If folks in
the finance department have neither
the inclination nor teaching skills to
undertake this, check with the ac-
counting firm who does the organiza-
tion’s independent audit.

Often, the type of financial informa-
tion presented to boards is pulled di-
rectly from the organization’s man-
agement information system. This
stuff provides executives (all of whom
are financially savvy) what they re-
quire to manage the organization, but
it's generally not what directors need
to govern. Suggest that all key finan-
cial documents presented to your
board (e.g., revenue/expense state-
ment, balance sheet, statement of
cash flows, operating statistics, an-
nual budget, annual financial plan,
annual capital plan and capital pro-
posals) be customized for it, in terms
of format/form and level of detail.
Essentials has numerous illustrations
of how this should be done. The
point is an important one: often di-
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rectors, who are non-financial pros,
have trouble understanding and in-
terpreting the organization’s financial
documents ... not due to their lack of
basic financial literacy, but because
they aren’t designed/prepared for
consumption by directors; they're
just not board-friendly.

e If something isn’t clear, always ask.
Chances are you're not alone.

19. If you're the board chair, learn
how to run effective and efficient
meetings.

Governance work gets done at meet-
ings. How and how well they’re planned
and conducted has a huge impact on a
board’s performance/contributions.

One of the most important determi-
nants of meeting effectiveness/effidency is
chair knowledge/skills in the areas of
agenda planning and process facilitation.
This is not acquired naturally or by just
chairing meetings repeatedly. Practice
alone doesn’t make perfect.

directorship

e Here's some great books:

- First Aid for Meetings by Charlie
Hawkins

- Meeting That Work! A Practical
Guide to Shorter and More Produc-
tive Meetings by Richard Chang
and Kevin Kehoe

- How to Conduct Productive Meet-
ings by Donald Kirkpatrick

- Meeting Excellence: 33 Tools to
Lead Meetings that Get Results by
Glen Parker and Robert Hoffman

e Most universities and colleges offer
courses/programs on meeting design,
management and facilitation. Check
them out. This can be an effective,
efficient and low cost way to develop
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essential skills.

When combined with either or both of
the above, the best way to improve
your chair skills is through coaching.
Get the organization to retain some-
one with the necessary expertise and
experience (e.g., university faculty
member or consultant). Have them
observe board meetings (usually six-
eight sessions are needed) and, at
the conclusion of each, sit with you
for about an hour to analyze/assess
the meeting (“replay the game films")
and offer advice regarding how it
might have been de-
signed/managed/facilitated differently
and better.

I recommend allocating 15 minutes at
the end of every board meeting for
reflection, evaluation and perform-
ance improvement action planning.
Questions that might be asked and
discussed are:

- How well prepared and “on target”
were the meeting’s preparatory
materials? What should be done to
improve them?

- What percentage of meeting time
was spent just listening to brief-
ings, reports and background pres-
entations? What proportion of this
was really necessary? Are there
alternative ways to convey thisin-
formation?

- How much time was spent dealing
with relatively low-leverage, pe-
ripheral matters/issues? What
were they? What could be done to
reduce this in the future?

- How equal was director participa-
tion? What might be done to even
it out?

- Overall, to what extent was this
meeting an effective/efficient use
of our valuable time?

- Ask each director to respond: “If I
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20.

could change just one thing about

this meeting to improve its effec-

tiveness/effidency/creativity, it

would be L

- Ask each director to respond: “To
improve this meeting, I should
have "

- Ask each director to respond: “To
enhance meeting effective-
ness/efficiency, the chair should
consider altering his/her style of
facilitation by __ " [If this
is deemed too threatening to dis-
cuss openly, each director might
write his/her recommendation on a
piece of paper.]

Expect some initial resistance. The
first half-dozen meetings this is un-
dertaken, it will be uncomfortable and
not very productive (as it takes time
to build the trust required for candor
and specificity). But, with persever-
ance, it will bear valuable fruit.

If you'd like to have a board meeting
quick-assessment form, log-on to
www.BoardFood.com, go to the navi-
gation aids page and download the
document.

Do your homework.

Come to meetings prepared, fully un-

derstanding agenda items and ready to
discuss, deliberate and vote on them. 1
recommend three activities:

First, crack the agenda book and skim
through all of it. Get a general feel
for what’s likely to be the meeting’s
ebb and flow.

Second, go back and carefully
read/digest material dealing with the
key agenda items; those that will be
actively discussed by your board
and/or voted on. Ido this with a hi-
liter in hand.

Third, make marginal notes capturing
your observations and questions.

Plan on spending some serious time
preparing for the meeting in order to
effectively participate in it; thisis a
necessary and valuable investment.

directorship

e Many times directors don’t thoroughly
read and digest board meeting back-
ground materials because they’re too
voluminous, poorly pre-
pared/organized and arrive late. Ex-
pect the agenda books for your board
to be:

- professionally designed, prepared
and written

- parsimonious - providing the mini-
mum necessary amount of infor-
mation you need to understand
and weigh-in on an issue; I like
one page summaries prepared for
all key agenda items

- delivered an adequate amount of
time before the meeting; I rec-
ommend about one week (early
enough that you have time to at-
tend to it, not so early that it gets
“misplaced” at the bottom of your
inbox)

e After reading through the agenda
book, if you have any questions or
reservations regarding an item, con-
sider raising them with the board chair
before the meeting. Sometimes, all it
takes is a brief phone conversation.
Several things are accomplished:
First, you get additional information
and/or clarification. Second, the chair
is provided with a heads-up that you
have a concern. Third, this avoids
throwing a “hand grenade” during the
meeting.

21. Show up.

The prerequisite of faithful/effective
directorship is attending board and com-
mittee meetings. You can attend and con-
tribute little; but, it's impossible to con-
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tribute if you're not at the table.

Actions always speak louder than
words. Your absence says to colleagues
that other commitments are more impor-
tant and it robs the board of your contri-
butions. Additionally, you are accountable
(and potentially liable) for actions under-
taken when you're not present.

Absenteeism is a significant problem
that saps board strength and diminishes
effectiveness, efficiency and creativity.
Surveys indicate that approximately 20
percent of directors are absent from regu-
larly scheduled board meetings. Given the
typical healthcare organization board has
15 members, that’s three people every
meeting. The big problem: it's never the
same folks. Recall that governance is a
team sport. With rotating absenteeism,
the team’s composition is always changing.
This makes it difficult to maintain focus
and momentum. First, either extra time is
required (at every meeting) to bring those
who were AWOL up to speed, or the board
moves ahead without everyone in the
same place. Second, the board’s collective
memory is compromised because, no mat-
ter how good the review of what transpired
at a past meeting, complete-
ness/detail/nuance is inevitably lost.

directorship

® Most boards schedule their meetings
on a set day of the month and specific
time (e.g., the third Tuesday at 7:00
PM). Once your board’s meeting
schedule is set for the year, enter it
into your calendar, PDA or what-ever
... immediately, then hold these dates
sacrosanct.

e [ presently sit on a board, which con-
venes four times per year for 1.5
days per meeting. No excused ab-
sences are granted, with the excep-
tion of dire personal emergencies.
Missing a meeting is a trip wire for a
serious conversation with the Presi-
dent/CEO/Chair. Miss two meetings
during the year and you’re on your

way out. This is just one of many
ways the board reinforces its expecta-
tion of professional directorship (see
Maxim #4).

e Boards want to attract the very best
people. But these folks are very busy
and have a host of other commit-
ments (typically business travel).
This is a “catch-22" and dilemma.
One partial work-around is to make it
easier for directors to occasionally
participate in board meetings at-a-
distance. Several things are re-
quired:

- First, the bylaws may have to be
amended to allow telephone con-
ference participation equivalent to
physical presence.

- Second, an investment will need to
be made in state-of-the-art tele-
phone conferencing equipment in
the boardroom (not stuff bought at
the local discount electronics
store).

- Third, to really do it right,
PowerPoint presentations and other
materials displayed in the board-
room will need to be video-
streamed in real time via the inter-
net to directors on their laptop PCs
in distant locations. There are a
number of companies that provide
these services. See for example:
www.gotomeetings.com and
www.gatherplace.net.

22. Participate.

Don’t be a spectator. Contribute your
knowledge, skills, experience and per-
spectives ... and above all, wisdom ... re-
garding matters coming before your
board.

Effective participation requires four
real-time activities:

e understanding issues, plans, propos-
als and recommendations forwarded
to your board
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e Jistening to the views of colleague di-
rectors, fully comprehending what
they are saying

e thinking/reflecting - processing infor-
mation and juxtaposing/integrating it
with what you already know, think
and believe

e talking - sharing your ideas and opin-
ions articulately (simply, clearly,
crisply) so they’re easily understood

The best boardrooms are characterized by
vigorous discussion, deliberation and de-
bate; engaged, active, energetic and
thoughtful participation.

Anecdote: My office at the University
of Washington overlooks the channel be-
tween Lake Union and Lake Washington.
Early in the morning, UW skull crews are
out practicing. Everyone has their hands
on the oars and are rowing hard. Winning
skull crews and boards have a lot in com-
mon when it comes to participation.

directorship

e Great boards spend most of their
meeting time talking, not passively
listening ... to background briefings,
updates and reports from manage-
ment, the medical staff and their own
committees. Could your board really
govern if it spent 100 percent of its
time just listening? Of course not!
What's your board’s relative percent-
age of listening to talking? If listen-
ing exceeds 50 percent (and for most
boards it does), the limited amount of
active, engaged participation is prob-
lematic.

e Suggest your board try video or audio
taping some briefing/background re-
ports and sending them out with the
agenda book. The CEO’s board up-
date might be a place to start. In the
meeting, with all directors having
viewed/listened to the tape, valuable
face-to-face time can then be devoted
to Q&A and discussion of the content.
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If it works, this can be extended to
board committee reports. Think of
the amount of precious boardroom

time that will be made available for
discussion rather than just listening.

Director participation should be
roughly equal. No one dominates the
discussion, nobody checks-out. How
characteristic is this of your board?

Don’t grandstand, talking just to flex
your cerebral muscle. This will turn
off your colleagues, wastes precious
meeting time and deflects the board’s
attention.

Be one who draws out, and encour-
ages, other members’ participation.

Fabricate and share half-baked ideas.
Fully-baked ones are tightly struc-
tured, fleshed-out and complete;
typically, they can only be accepted
or rejected pretty much as-is. Half-
baked ideas are a mosaic of ingredi-
ents that can be rearranged, tossed
out or added to; they’re ready-made
for modification by others’ contribu-
tions. Group process research shows
that creativity is increased as more
half-baked ideas are forwarded.

If you have the inclination and talent
(and it takes a lot), play the role of
summarizer. The best boardroom de-
liberations unfold at a blistering pace;
ideas, facts, opinions and questions
abound. It’s helpful to have someone
review the discussion: the sequence
of what’s been said, how ideas are re-
lated to one another (or don’t) and
what has been left out. Groups need
short-term memories and maps.

Demand deliberative patience. Espe-
cially for big issues, ensure everyone
has a chance to ask questions, ex-
press concerns and say their piece.
Silence is typically not the best gauge
that things have been fully discussed.
It's best to ask those who have not
said anything to weigh-in: " ,
you‘ve been quiet. What do you think
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about this? I respect your opinion
and would love to hear from you.”

23. Question.

One of your most important director
tasks is to ask questions. A flurry of
plans, proposals and recommendations fly
through the boardroom; from manage-
ment, the medical staff and board com-
mittees. Your board’s job is to vet them.

veteting (vet’-ing); Subjecting
something to thorough/careful
examination and scrutiny in or-
der to ensure its soundness.

Issue/initiative vetting is done by
asking probing questions; here are some
good general ones:

e Why is this on the agenda? Why does
it warrant our attention?

e What are the desired/anticipated out-
comes - strategically, financially, op-
erationally, clinically?

e From a stakeholder perspective:
What are the anticipated benefits and
potential liabilities?

e What are the most critical assump-
tions and estimates on which this is
based? How were they made and
tested?

e What other alternatives were consid-
ered? Why were they rejected?

e What are the most likely things that
could go wrong? What might be their
consequences?

e What implementation planning has
been undertaken? What are the most
significant execution challenges?

directorship

e There’s an inverse square law of gov-
ernance: The amount of time a board
spends discussing and deliberating an

issue is often inversely proportional to
its complexity + importance. Why?
Simple and less consequential things
are easy to understand and analyze.

e Don’t be timid. When your gut tells
you that things aren’t well thought-
out, probe until your reservations are
resolved.

e Don’t be put off by smoke and B.S.;
ill-conceived proposals are usually
blanketed and riddled with it.

e The ability to ask on-point, probing
questions is one of the most impor-
tant skills of a great director. I
strongly recommend: The 7 Powers
of Questions by Dorothy Leads;
Leading with Questions by Michael
Marquardt; and Making Questions
Work by Dorothy Srachan.

24. Play devil’s advocate.

Two separate teams are appointed by
the Vatican Curia when preparing a pro-
posal for the Pope to beatify or canonize
someone: a proselytizer, who makes the
positive argument; and a devil’s advocate
who argues against it.

As a governing tool, a devil’'s advo-
cate makes the contrary case ... not nec-
essarily because he/she is opposed to the
initiative, but to ensure: complete explo-
ration and thorough analysis; full investi-
gation of alternatives; deliberative reflec-
tion; and consideration of potential nega-
tive consequences/impacts. It's the ulti-
mate check-and-balance mechanism that
ensures a board is fulfilling its duty of care
(see Maxim #15).

Plans, proposals and recommendations
requiring board discussion/action come
fully staffed-out: well prepared, complete,
weighty, lots of supporting data with ar-
guments persuasively constructed and
ready to be approved. It's management'’s
job to proselytize. Your board’s role is to
be a bit skeptical (but not paranoid); chal-
lenging, questioning, fleshing-out and ana-
lyzing what’s being proposed.
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An editorial opinion: I'm convinced
that most major organizational debacles
that have received above-the-fold cover-
age in the press (of which Enron and
AHERF were the “poster children”)'® could
have been avoided by institutionalized
board devil’s advocacy. Itis an absolutely
essential characteristic of empowered and
effective boardrooms. Recent governance
history teaches us that boards must be far
tougher and more skeptical than they’ve
been in the past.

directorship

e Every director should, occasionally,
play the role of devil’s advocate. This
is an extension of your responsibility
to question (Maxim #23). Recognize
it’s lonely and always difficult to do;
it's far easier to go with the flow.

e Your board will be occasionally faced
with really big deals such as a:
merger or acquisition; disposition of
a major asset; significant alteration
in course (vision and strategy); bond
financing; and large capital invest-
ment decisions. In such cases, sug-
gest the board appoint several direc-
tors to function as a formal devil’s
advocate team. They must be pro-
vided with the time, resources, staff
assistance and (possibly) consulting
support to perform their role well.
Then, their contrary case must be
heard and entertained by your board.

1% Enron and AHERF (Allegheny Health Education
and Research Foundation, a health system that op-
erated in the Pittsburg and Philadelphia markets) are
the largest U.S. commercial corporation and non-
profit organization bankruptcies in history. The role
of governance in these organizations’ demise has
been the subject of much study. See, for example:
The Role of the Board of Directors in Enron’s Col-
lapse (Permanent Subcommittee on Investigations,
US Senate); and“The Fall of the House of AHERF”
(Health Affairs) by Lawton Bums, et. al. If you want
a copy of the Senate report on Enron, log-on to
www.BoardFood.com, go to the other resources page
and download the document.

25. Acknowledge conflicts-of-interests
and totally disengage when you
have one.

Because of the fiduciary duty of loy-
alty (Maxim #15), you're expected to act
in the best interest of the organization
plus its stakeholders and, accordingly, are
prohibited from using your membership
on the board for personal gain or the
benefit of others. In order to potentially
influence your judgment, a conflict must
be material (i.e., important, not inconse-
quential or peripheral). Recognize that
existence of a material conflict per se, not
whether it actually affects your decision, is
what’s important.

There are two types of conflicts: gen-
eral and limited.

General conflicts are so pervasive and
consequential that they compromise your
ability to serve as a director who faithfully
represents organization/stakeholder inter-
ests. For example, you are a nonprofit
healthcare organization director and si-
multaneously a:

e board member of a like-type competi-
tor organization

e principal (director or senior executive)
in the firm that’s the organization’s
investment or commercial banker

e partner in a law firm that does all of
the organization’s extramural legal
work

e executive or director of a health plan
that has major contracts with the or-
ganization

Limited conflicts are those that could
affect your judgment regarding specific
issues coming before the board. For ex-
ample, you're a director and simultane-
ously a:

e executive, director or major share-
holder/owner of a firm that is bidding
on a contract to install a new com-
puterized clinical information system
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in the organization

e spouse of the CEO of a firm that has a
large outsourcing contract

e physician who is an owner/partner of
a enterprise (e.g., ambulatory surgi-
cal facility, reference laboratory) that
competes with the organization in a
specific line of business

Ponder this: Would you want your
board composed entirely of individuals
who have no potential limited conflicts-of-
interests? If you think about it for a mo-
ment, I think your answer is “no.” If so,
directors would neither be connected to,
nor involved with, other important organi-
zations/institutions. Your board wants
directors with limited (not general) con-
flicts; but must have a way of ensuring
they don’t materially influence its decision
making.

directorship

e General conflicts-of-interest are so
pervasive that, if you have one, you
should: not accept appointment to
the board; or, if already serving,
tender your resignation. Before doing
so, consult with the organization’s
counsel and your own attorney to
make sure that a conflict really exists.
If it does, and you accept a board ap-
pointment or continue as a director,
you put the organization and yourself
in potential jeopardy.

e When a limited conflict-of-interest
arises, you should request an opinion
from the chair or full board regarding
whether it’'s material. If judged to be
so, you should not participate in any
dealings of your board regarding the
matter, including: discussions with
executives and other directors; par-
ticipation in board or committee
meetings (you should leave the
room); and board vote. Note: the
recommendation is total withdrawal,
not just abstaining from the vote.

e Prior to board discussion and delib-
eration regarding really big deals,
someone should ask: “Does anyone
have a potential material conflict-of-
interest?”

e Given the present climate of account-
ability and transparency, it's prudent
to have a board conflict-of-interest
policy and associated guide-
lines/attestation for directors to list
(at the time of initial appointment and
renewal of term) potential material
ones. If you'd like to see an illustra-
tive conflict-of-interest protocol, log-
on to www.BoardFood.com, go to the
navigation aids page and download
the document.

® Legal counsel should brief your board
on conflict-of-interest issues and di-
rector requirements annually.

26. Keep sensitive information confi-
dential.

As a director, you will be privy to con-
fidential information, defined as: that,
which if shared with outsiders could po-
tentially jeopardize the organization’s abil-
ity to act in the best interests of its
stakeholders. This includes data, ideas,
analyses, opinions, plans and decisions
whether communicated to you in docu-
ments or verbally. Your fiduciary duties of
loyalty and care (see Maxim #15) requires
you keep such information confidential,
not sharing it with any unauthorized per-
sons/groups, either intentionally or acci-
dentally. This duty is in-force not only
during your tenure, but also after you
leave the board.

Things that might be considered con-
fidential include, but are not limited to,
information about:

e certain medical staff credentialing and
disciplinary action support materials

e CEO and executive team performance
evaluations

¢ risk management and pending mal-
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practice claims/litigation
e market and competitors analyses
e strategic, financial and capital plans

e contract terms for the provision of
services (with health plans and insur-
ance companies)

¢ analyses/recommendations regarding
pending mergers, acquisitions and
disposition of major assets

¢ analyses/recommendations regarding
pending land and facilities purchases

e contracts with major vendors

e contracts with physicians and medical
groups

directorship

e It's both prudent (from the organiza-
tion’s perspective) and helpful (for
you) to have a formal confidentiality
agreement signed by directors upon
initial appointment and renewal of
term. This agreement should spell-
out: the expectation of confidentiality
plus its importance to the organiza-
tion and its stakeholders; a general
definition, and illustration, of the
types of information/materials
deemed to be sensitive; and the
need for confidentiality in addition to
its relationship to a director’s legal fi-
duciary duty of loyalty and care. If
you'd like to see anillustrative direc-
tor confidentiality agreement, log-on
to www.BoardFood.com, go to the
navigational aids page and download
the document.

e The biggest challenge for directors is
generally not poor intentions (most
want to do the right thing), but not
knowing what type of information is
confidential. Accordingly, I recom-
mend:

- formally going into “confidential

sessions” when sensitive matters
are being discussed and specifically
noting the reasons for doing so

- marking all board materials,
whether in the agenda book or dis-
tributed during a meeting, that are
confidential

e If you have any questions about what
information and materials should be
treated as confidential, always ask
and seek clarification.

® Legal counsel should brief your board
on confidentiality issues and director
requirements annually.

27. Be ethical.

The ethical aspects of governing have
been accorded little attention in the schol-
arly and professional literature, but
they’ve gotten “above the fold” coverage
in the popular press.

Directors have a legal duty to be
careful and abide by the law, but there
are no requirements to behave ethically.
However, to fulfill their responsibilities on
behalf of stakeholders, directors’ decisions
and actions must be grounded on and
driven by ethical considerations; particu-
larly in nonprofit healthcare organizations.

A lot of ink has been spilled on the
topic of ethics, and even the briefest
treatment is beyond the scope of this
book. The discipline deals with what is
“good” (as contrasted to what's legal
and/or prudent). Good is defined and
principles for achieving it are formulated.
Ethical principles are based on rules of
logic and differ from morals and norms.*°

20 Morals and norms also deal with what is good,
but: Morals are religiously derived admonitions and
prescriptions; they are considered to be transcen-
dent and handed down by a super-ordinate spiritual
entity; acceptance of them is based on faith. Norms
are expectations and rules of a specific social system
(e.g., family, group, organization or society); they
denote what is considered to be appropri-
ate/acceptable behavior within that system; adher-
ence is based on affiliation, membership and affinity.
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Most of what’s been written is pretty
dense and not composed in lucid prose;
but when distilled, it's very helpful.

Ethical directorship is about: having
good intentions, behaving in good ways,
achieving good outcomes; and deliber-
ately/consciously employing some time-
tested principles as guides for making de-
cisions and acting.

The Ethical Pyramid is a model many
boards have found helpful for increasing
their governing quality:**

The Ethical Pyramid

4. best self

3. publicity

2. Kant’s question

1. golden rule and
its obverse

e This model lays out four ethical tests
that are progressively stringent.

e For a decision/action your board is
contemplating, subject it to each of
the tests in sequence.

e (1). Does the proposed deci-
sion/action abide by the Golden Rule
and its obverse? That is, in making a
decision or undertaking an action are
we: doing unto others as we'd like
done to us; and/or are we not doing
unto others that which we wouldn’t
like done to us? These ethical princi-

All this said, ethical principles are often adopted as
morals and norms.

21 initially developed this model as a teaching tool
for my graduate-level courses in organization behav-
ior and management. It condenses, and facilitates
the application of, a number of hard-to-grasp ethical
theories. When I started using the pyramid in board
retreats, directors said it made sense.

ples are based on the notion of posi-
tive and negative equity: “What goes
around should come around.” It'sin-
defensible, unjust, unfair and illogical
to do something to another party that
we wouldn’t tolerate being done to
us.

e (2). Kant's*®* question asks: Are we
willing to make the premise on which
the decision/action is based into a
universally applicable principle?
Here's an example: Say you don't
declare cash revenue on your per-
sonal income tax return. Is this ethi-
cal? It isif you'd be willing to extend
the premise and allow everyone else
to do like-wise; it's not if you
wouldn’t.”

¢ (3). How would we feel if others were
aware of the decision/action in addi-
tion to the intentions and motivations
underlying it? Would it withstand
public scrutiny? That is: If a tran-
script of the board’s deliberation of
the matter were published on the
front page of the local newspaper;
would we be proud?**

e (4). Is this decision/action compatible
with the image we have of our orga-
nization and board at its very best?
Are we holding ourselves to the high-
est standard demanded of those en-

22 Immanuel Kant (1734-1804) was one of the
“founding fathers” of the deontological school of eth-
ics; holding that the relative goodness of deci-
sions/actions is determined by the nature of the
process employed to arrive at them (rather than
intentions or outcomes per se).

23 This simple principle can be applied to all types of
decisions and actions. Ethical behavior (from Kant's
perspective) should increase the probability of hu-
man survival by reducing social chaos. Being willing
to “extend the premise” on which a contemplated
decision/action is based beyond the self, as an ethi-
cal test, does this. Kant’s principle is a more general
and sophisticated specification of the golden rule.

2% Anecdote: As Associate Director of UCLA Medical
Center (from 1975 to 1986), I had the honor and
pleasure of working for a phenomenal man: Baldwin
Lamson, MD. "“Baldi” had an overarching principle he
demanded his executive team heed in conducting
business: “We'll say or do nothing that we wouldn't
be proud to see reported on the front page of the Los
Angeles Times.” And he walked the talk.
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trusted with our community’s health
and well-being?

Organizational ethics begins with your
board setting and demonstrating the right
tone at the top.

directorship

e Ethics is something rarely discussed
openly and explicitly in boardrooms.
Your board might take some time at a
meeting or retreat to talk about: fea-
tures of the ethical dimate/culture it
wants to build and sustain; and the
ethical expectations it has for itself
and directors.

e Suggest your board discuss how it
could employ the pyramid model to
assess the ethical quality of proposed
decisions and actions. It's probably
wise to restrict a formal analysis to
only the biggest and most important
issues and deals.

e As a director, I apply these ethical
tests to most important matters I'm
asked to consider and vote on in the
boardroom. I find it to be a useful
“gut check.”

e Given the current crisis of confidence
regarding organization and govern-
ance ethics, your board should seri-
ously consider formulating a code of
conduct for directors and officers. If
you want some advice and back-
ground materials, consult:

- Ethics Resources Center; Develop-
ing a Code of Conduct for a Corpo-
rate Board of Directors — A Map
www.ethics.org/resources/articles-
organizational-ethics.org.

- The Business Roundtable; Insti-
tute for Corporate Ethics
www.corporate-ethics.org

e For more depth on ethics in the
boardroom, I recommend: Ethical
Governance In Health Care — A Board

Leadership Guide for Building an Ethi-
cal Culture by Roger Ritov, et. al;
Emerging Standards for Institutional
Integrity: A Tipping Point for Charita-
ble Organizations by Barry Bader, et.
al; and Organizational Ethics in
Health Care by Philip Boyle, et. al.

28. Do governing work only in the
boardroom.

The only appropriate time and place
for doing governing work is during meet-
ings in the boardroom. This seems too ob-
vious to mention, but I see this maxim vio-
lated all the time. For example:

¢ An important issue is avoided, glossed
over or tabled. Then, it’s dealt with by
a few powerful directors in the parking
lot after the meeting has ended.

e A controversial proposal is on an up-
coming agenda. Several days prior to
the meeting, the chair convenes her
kitchen cabinet via telephone confer-
ence call to form a consensus so the
board’s leadership can lock arms and
facilitate acceptance of the proposal
by other members when it comes up
for discussion and vote.

Boards are social systems; accordingly,
they’'re subject to political dynamics. But,
when driven by them, board cohesiveness
... and ultimately their perform-
ance/contributions ... is compromised.

What I call “parking lot governance” is
counter productive for several reasons:
First, it's divisive. Factions and cliques are
created within the board. Second, it's cen-
trifugal; director energy and attention is
fragmented, not focused. Third, itin-
creases the probability of minority rule; a
small group comes to agreement about
something and then “steamrolls” other di-
rectors before they can get their act to-
gether.

directorship

e Most governmental boards have poli-
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cies (or are subject to so-called “blue
sky” laws) that prohibit more than
three directors meeting in private to
discuss governance matters. This is
overwrought and difficult to enforce.
However, I recommend your board:
discuss the problems of “parking lot
governance”; and clarify expecta-
tions that governing be done only in
the boardroom.

e Avoid being drawn into significant
outside-the-boardroom deliberations.
Indeed, when approached, suggest
the appropriate place to hash-out
such matters is during meetings with
all directors present.

e Don’t let this maxim inhibit you from
calling, or meeting with, other direc-
tors to clarify issues or seek informa-
tion.

29. Stroke.

Behavioral scientist and management
guru Kenneth Blanchard® often speaks
about the power of strokes (positive feed-
back) in interpersonal relationships and
groups. They’re the ultimate rewards in
all human systems; someone noticed,
cared enough and made the effort to say
something positive. The power of such
“warm fuzzies” are increased because
they’re rare in most professional settings.

directorship

e In a board meeting when a director
colleague makes a point/observation
you find particularly helpful, thought-
ful or enlightening, say so. There's
no need to make a big deal of it.
Your gesture will be heard and
appreciated. As a side benefit, this
type of behavior (and the positives
that flow from it) will catch-onin the
boardroom.

25 Blanchard is the author of such hits as The One
Minute Manager and Gung Ho: Turn On the People in
Any Organization.

e [ make it a practice to shoot-off notes
to the chair, director colleagues, CEO,
and executive team members when
they’ve done or accomplished some-
thing outstanding. In the past I sent
handwritten notes; I now e-mail. I
look for opportunities to do this when
the occasion is appropriate: a great
report/presentation; major project
completion; election to an office in a
professional/trade association; win-
ning an award; personal accom-
plishment; etc., etc.,, etc. Keep
these notes personal and never copy
them to others.

e Strokes too often given can be per-
ceived as self-serving and loose value
over time.

30. Don’t make individual requests of
the CEO and executive team mem-
bers.

This is based on one aspect of Maxim
#11, noting that directors have no individ-
ual authority or power. As a general prin-
ciple: requests directed to the CEO and
other executives should come from the
board; typically the chair, not individual
directors.

If this sounds a bit draconian, think for
a moment about the consequences if the
principle isn’t heeded. The CEO and ex-
ecutives receive a flurry of uncoordinated,
idiosyncratic, un-prioritized and potentially
conflicting requests that would require
their attention and time. The resultis
chaos.

directorship

e Consider discussing the “no individual
director requests principle” and for-
mulating a board policy regarding it.
If this is too formal for your board’s
taste, it should (at a minimum) agree
to the notion as an expectation/norm.
Doing so makes it a bit easier for ex-
ecutives, when approached by indi-
vidual directors with requests, to say:
“I'm not sure this is a good idea.
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Remember the board’s ‘running rule’
regarding this.”

e There must be exceptions. The most
significant are relationships between
board committee chairs and their ex-
ecutive team member counterparts.
For example, the chair of the finance
committee must be able to make re-
quests of the chief financial officer.
In doing so, however, one must keep
in mind that it's easy to create a lot of
work for others by making requests
that are not well thought out.?®

31. Be prepared to vote no.

After you've processed all the
data/information, entertained the recom-
mendations of board committees and
management, listened to your colleague
directors and weighed the needs/interests
of stakeholders ... always be prepared to
cast a no vote. Lee lacocca (former Presi-
dent/CEO and Board Chair of Chrysler)
once said: “The biggest organizational de-
bacles have been prevented when a few
directors had the courage to go against the
crowd and vote ‘no.’ Far too often, man-
agement’s plans and proposals move
through boardrooms like grease through a
goose.” Where were the no votes in the
boardrooms of Enron, Tyco, Global Cross-
ings, AHERF, HealthSouth and United-
Health Group? The answer: there weren’t
any, not one!

I've seen directors who wouldn’t, un-
der any circumstances, vote no. They’d
ask tough questions, raise objections, ex-
press dissenting opinions; but when the
“chips were on the table,” they just didn't
have the fortitude, strength of conviction
or courage to go against the flow.

26 Anecdote: When Associate Director of UCLA
Medical Center, I was having lunch with a staff assis-
tant who reported to me. I casually mentioned that
it would be nice to have an analysis of . Two
weeks later she sent me a beautifully researched and
written 30 page report which I neither really needed
nor wanted. All I was doing during our lunch was
“thinking out loud.” The lesson learned, and which
I've never forgotten: be carefully whatya say, be-
cause people listen and take you seriously.

directorship

e Full/open discussion and deliberation
among members of a well functioning
board will typically precipitate healthy
consensus, thus making the need for
no votes rare.

e When you cast a no vote:

- provide your rationale for doing so,
completely and specifically

- make sure your statement is cap-
tured in the minutes

When the minutes are circulated,
check to ensure the rationale under-
pinning your vote is fully and accu-
rately reflected. If it's not, request
the minutes be amended.

e For really important issues on which
I've cast a no vote, I make it a prac-
tice to file a memo with the board
chair laying-out my rationale, re-
questing it's appended to the min-
utes.

32. Argue in the boardroom, lock arms
when you leave it.

Truly great governance is character-
ized by vigorous/robust discussion,
deliberation, questioning and debate in the
boardroom. However, once votes have
been cast, directors must unequivocally
and unanimously support the board’s deci-
sion; no minority reports, no carping, no
dissention. To be effective and empower-
ing, boards must speak with a coherent
voice. To do otherwise, causes confusion
and precipitates conflict.

This is a hard maxim for many novice,
and some experienced, directors to ac-
cept/heed. But, it's critical for ensuring
optimal board functioning and governing
effectiveness. The best way to demon-
strate this is by considering the alterna-
tive: Each time your board makes a sig-
nificant, tough, and contentious decision a
few directors who voted no actively ex-

- page 33 -
© Dennis D. Pointer
www.BoardFood.com



press their dissent to various constituen-
cies ... perhaps even suggesting they
shouldn’t support it. Such behavior is,
frankly, mutinous and undermines a valu-
able board asset ... one focused and force-
ful voice.

directorship

e Once a vote has been cast, support
your board’s decision even if you dis-
agree with it. Boards exercise
authority through consensus or ma-
jority vote. Once your board has
made a decision, you have no legiti-
mate and credible dissenting voice as
an individual director.

e If there are too many issues where
your conscience does not allow you to
support the board’s decision, resign
and speak your piece.

33. Don’'t engage in personal financial
dealings with other directors or
executives.

The relationships among direc-
tors/executives are complex enough; they
don’t need to be made more so by the po-
tential difficulties introduced by personal
financial dealings. Illustrations (to cite
only a few) include: any type of business
partnership, whether you have a significant
or minority interest; joint ownership of a
physical asset such as a boat or vacation
property; pooling of funds for making in-
vestments; taking investment advice, par-
ticularly involving a significant outlay of
funds; receiving discounts (not generally
available to the public) on goods or serv-
ices purchased; and extending or receiv-
ing loans.

Here are some of the problems:

e First, they will (if only subtly and at
the margin) compromise your objec-
tivity in dealing with the person with
whom you have a financial relation-
ship.

e Second, the relationship could be per-
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ceived as suspect and demonstrate a
lack of good judgment, even if legally
appropriate. Boards, particularly
those of nonprofit organizations, are
being subjected to standards of be-
havior by the public and press that
transcend the “letter of the law.” In
this regard, refer to Maxim #27 and
the ethical pyramid: Would such a re-
lationship pass the test of publicity?

e Third, if the financial deal goes sour,
there’s nowhere to hide. You must
continue interacting with the colleague
director or executive, and this could
be problematic.

directorship

e If you're being considered for board
membership and have such dealings,
disclose them upfront at the earliest
stage of the process. My advice is:
disentangle yourself from them; and,
if you can’t or don’t want to, consider
withdrawing.

e If you're a director and have financial
dealings with other board members or
executives: disclose them immedi-
ately; disentangle yourself from
them; and, if you can’t or don’t want
to, think about resigning.

e Such relationships, and the potential
problems they pose, are off the “ra-
dar screens” for most boards. You
may not agree with my conservative
approach. That's OK. Suggest your
board discuss the matter and then
formulate a policy regarding it. Some
questions you might address are:

- Should such a restriction be im-
posed? Some argue that since it’s
not legally required, there is no
reason to do so. If problems arise,
they can be handled like any other
limited conflicts-of-interest (see
Maxim #25). Personally, I don't
think this does the job. The rea-
son: rarely do these type of rela-
tionships pose direct material con-
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flicts regarding specific issues com-
ing before the board. They’re al-
ways subtle, nuanced and “under
the water-line.”

- Who should be targeted? Directors
are self-defining. Executives will
have to be explicitly specified. I
recommend employing the defini-
tion of “officers of the corporation.”

- Should thresholds be created to
eliminate “minor/insignificant fi-
nancial transactions and relation-
ships”? The answer is an obvious
yes; but this is difficult to specify
and codify.

- Here’s the big conundrum: Should
exceptions (either general or spe-
cific) be made for physician direc-
tors in their dealings with each
other? Most doctors are involved
in financial relationships with other
physicians. Some are very broad
in scope (such as practice partner-
ships, medical groups/corporations,
IPAs and joint ventures). Hence,
imposing a “no financial interrela-
tionship policy” on physician direc-
tors could significantly restrict the
pool of board candidates. My rec-
ommendation is to assess, and en-
tertain exempting (if warranted),
specific types of financial relation-
ships at the time a physician is be-
ing nominated or re-appointed to
the board.

34. Never do non-governance work

for the organization.

As a director, you should never per-

form non-governance (managerial or op-
erational) work for the organization.

Here are a few examples:

The organization is considering pur-
chasing a piece of commercial real es-
tate to build a new outpatient surgery
center. It needs the property ap-
praised and, outside the boardroom,
this is your line of work. The CEO

asks you to render an opinion.

e After months of analysis, the man-
agement team has narrowed a list of
potential providers for an integrated
information system (IS) to three ven-
dors. You are a senior partnerin a
nationally recognized IS consulting
firm and they’d like your assistance
from you in making the final choice.

e [This one is a real, involving me.]
You're a governance consultant and a
board on which you serve has decided
to undertake a thorough governance
assessment and then (based on the
results) redesign its structure, func-
tioning, composition and infrastruc-
ture. The chair gives you a call and
says: “We'd like you to undertake
this project. You know the organiza-
tion and the board. We've all read
your books. I can’t think of a better
person to do this.”

My recommendation: resist the natural
inclination to be of assistance. Heed this
admonition, even if you're not compen-
sated.

directorship

Why you shouldn’t lend a hand:

e First, in doing so you cross and blur
the line between governing and
managerial/operational work. This
could compromise your objectivity
and relationships with the CEO, ex-
ecutive team and colleague directors.

e Second, it's difficult (if not impossi-
ble) to be a “prophet in your own
house.”

e Third, if you provide bad advice or
make a mistake, your role as a direc-
tor could be jeopardized for some time
to come.

e Fourth, if you are compensated, doing
non-governance work for an organiza-
tion on whose board you serve can
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raise what are called inurnment is-
sues. It’s best to check with counsel
regarding this.

35. Keep your personal relationship
with the CEO at arms-length.

I've seen this too often: The CEO rec-
ommends friends for board appointments
or, over time, several directors become
CEO intimates. This is always a road to
potential problems for directors, the CEO
and the board as a whole.

Clearly, well-oiled professional rela-
tionships between directors and the CEO
are critical for effectively/efficiently func-
tioning boards. The key, however, is the
nature of these relationships; always pro-
fessional, never intensely personal. When
there’s a personal relationship, an appro-
priate/healthy boundary is hard to draw
and maintain over time.

As a director, you will be required to
participate in:

e assessing the CEQO’s perform-
ance/contributions, adjusting the
compensation package and (in rare in-
stances) terminating his/her employ-
ment relationship with the organiza-
tion

e reviewing and approving/disapproving
proposals and plans forwarded to the
board by the CEO

Such tasks require a degree of objectivity
and distance difficult to achieve when you
have a close relationship with the CEO;
even with the best intention of keeping
friendship out of it.

directorship

e If you are approached to serve on a
board where you’re a close personal
friend of the CEO, walk away. If you
accept, sooner or later, your service
will be compromised; in factor in the
perceptions of your director col-
leagues. Seek safer ground. Other

opportunities for board service will
come your way.

e If you're a presently serving director,
keep your relationship with the CEO
cordial, friendly but strictly profes-
sional. If you want to deepen it, re-
sign from the board and do so.

e It's a good idea to maintain only pro-
fessional, and never personal, rela-
tionships with executive team mem-
bers.

36. Provide the CEO advice and coun-
sel when asked, but be careful.

As a director, you may be occasionally
sought-out by the CEO and asked for ad-
vice and counsel. It's natural for a CEO to
consult individuals who are familiar with
the market/competitors in addition to the
organization and its strengths/weakness.
Directors can be helpful sounding-boards.
But there are potential potholes and pit-
falls.

directorship

e Recognize in these situations you're
acting as a counselor, not a director
per se. Advice given can be either
taken or rejected. The “running
rules” are totally different than in the
boardroom.

e Explore the CEO’s motiva-
tion/intention regarding their advice
seeking. Do so by simply asking,
then probe a bit. I'm always wary
about someone seeking my input in
the guise of softening me up regard-
ing a proposal “coming down the
pike” or trying to find out where I or
other directors stand on an issue.
When I sense this, I proceed cau-
tiously or back away.

e [ prefer to talk about only substantive
issues in such sessions; never dis-
cussing, or rendering opinions about,
board process/politics or director per-
sonalities. Doing the later could put
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me in a very uncomfortable and un-
tenable position with colleagues.

e Recall Maxim #28, “Do governing
work only in the boardroom.” A CEO
who meets too often with directors
(individually orin small groups) to
seek their advice is playing with fire.
This can create favorites/cliques, be
divisive and will eventually fragment
a board.

e All this said, there are times when a
CEO really needs someone to talk
with. It's lonely at the top and anin-
formed, one-on-one, director per-
spective can be invaluable.

37. Be prepared to lead.

Great governance requires great lead-

ership. In this regard, I believe there is a
problem, if not a crisis, brewing. Chairing
a nonprofit healthcare organization board
demands a huge commitment of time and
effort. Unfortunately, it’s a role fewer di-
rectors are willing or able to undertake.

The most able are recruited to boards, but
they are also the busiest people. More and

more boards are experiencing difficulty
getting directors to step-up and assume
the role of board chair. As an aside, com-
mercial corporations don’t face this prob-

lem, as most chairs are their organizations’

presidents/CEOs. I don't feel it's wise to

move in this direction,?” but it may become

a forced choice or increasingly attractive
option in some circumstances, absent a
pool of directors who volunteer to lead.

directorship

e Think seriously about arranging your
personal/professional affairs so you
could entertain the possibility of as-
suming the chair role if asked and
when the time is right.

27 Combination of the president/CEO and board
chair roles concentrates too much authority and
power in one position. Commercial corporations
have been increasingly adopting the nonprofit model
(albeit slowly), separating the two roles.

e Most boards do no/little chair succes-
sion planning. This is required so di-
rectors can make their plans and sub-
sequently transition into the position.
Encourage your board to think about
its needs, the pool of potential candi-
dates, who might be encouraged to
serve and when.

e Boards must increase the attractive-
ness and “do-ability” of the chair po-
sition. Two things warrant serious
consideration:

- increasing staff and other re-
sources to support effec-
tive/efficient execution of the role
[critical here is adequate
board/chair staffing; if you'd like
to see an illustrative board coordi-
nator position charter, log-on to
www.BoardFood.com, go to the
navigation aids page and download
the document.]

- compensating the chair, irrespec-
tive of whether other directors are
paid [this is a contentious issue
fraught with challenges; if you'd
like to have a briefing paper, Direc-
tor Compensation in Nonprofit
Healthcare Organizations, log-on to
www.BoardFood.com, go to the
navigation aids page and download
the document]

® Yes, the chair role is demanding ...
but the rewards are many and signifi-
cant. I've stepped up to the plate
several times and have never regret-
ted doing so. The opportunity to ex-
ercise leadership in one of the com-
munity’s most important institutions
is priceless.

38. Be a good board and organiza-
tional citizen.

In the Disney movie, Bambi was told
by his mother: “If you don’t have some-
thing nice to say about someone, say
nothing at all.” Great advice for board
members. As a director, what you say
carries great weight. Don’t say anything
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... by design or accidentally ... that dispar-
ages or discredits the organization, man-
agement, the board, colleague directors,
members of the medical staff, employees,
etc., etc. Indeed, you're expected to be
an organizational advocate and supporter;
seize every opportunity to be one.

Actions speak far louder than words.
Show up for a respectable number of
fundraisers, recognition dinners, golf tour-
naments and silent auctions. Participate
in events where director attendance is re-
quested and expected: employee pan-
cake breakfasts, nurse appreciation days
and new employee orientations.

Most important (if possible), use
YOUR hospital and its medical staff as
your source of healthcare. The directors
of General Motors shouldn’t be driving
Hondas.

directorship

e The stuff of this maxim is often
viewed as peripheral to being a suc-
cessful director. It's not. If you are
perceived to be unsupportive of the
organization on whose board you
serve, your effectiveness will be com-
promised.

39. Prior to the conclusion of each
term, assess your performance
and contributions.

The boards of virtually all organiza-
tions (with varying degrees of diligence
and quality) evaluate the performance and
contributions of their CEOs. However, it's
been estimated that only 15 percent of
Fortune 500 boards assess individual direc-
tors. My experience suggests the figure is
far less for nonprofit healthcare organiza-
tions.

If your board doesn’t have a director
assessment mechanism in place, suggest it
be considered; I won't go into the specif-
ics here as they’ve been discussed in Get-
ting to Great: Principles of Healthcare Or-
ganization Governance by Dennis Pointer

and James Orlikoff (Chapter 7, pp. 126-
128). But, don't wait. Take the “bull by
the horns” and assess thyself.

directorship

e If you'd like to have an illustrative di-
rector self-assessment instrument,
log-on to www.BoardFood.com, go to
the navigation aids page and down-
load the document. Your board can
use this inventory as a point of depar-
ture for designing a process; it will
also provide a check-list for doing
your own personal appraisal.

e Several months prior to the conclu-
sion of your term, do some reflecting.
Take out a sheet of paper and list
your greatest strengths and weak-
nesses from two perspectives: con-
tributions and accomplishments ...
what you've done; and behaviors in
the boardroom and committees ...
how you’ve gone about it. Be honest
with yourself and focus on specifics
(vague generalities will get you no-
where). Contrast yourself with sev-
eral high performing and contributing
directors. Most important, compare
yourself with what you could/should
become at your very best.

e Next (and this takes some courage)
schedule time to talk with the board
chair or a director you most admire
and whom you are likely to get
straight feedback. Share your self-
assessment with him/her. Seek their
observations, perspectives and input.

e Based on your self-assessment and
the feedback received, rough-out an
action plan for the next year to im-
prove your director performance and
contributions. It need not be elabo-
rate, but must be specific and con-
crete. I recommend keeping the list
short; six to eight things you're
highly committed to doing different
and better.
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40. Enjoy the journey and have fun.

Serving on a nonprofit healthcare or-
ganization board should be one your most
rewarding and enjoyable experiences, in
terms of both what you give and receive.
You’'ve been accorded a wonderful oppor-
tunity to:

e learn about a very interesting indus-
try/organization, the provision of
healthcare services

e assume a leadership position in one
of your community’s most important
institutions

o make a difference on behalf of
stakeholders, aligning the organiza-
tion’s resources/capacities with their
needs and interests

e work with a group of talented, com-
mitted and connected individuals

Take full advantage of, and revel in, this
experience!

directorship

e QOver the years, I've come to realize °
that to really make a contribution and
get the most out of board service
(two sides of the same gold coin), the
critical ingredient is being willing/able
to invest the necessary time and ef-
fort. Frankly, there’'ve been occasions
when I was stretched thin. Too much
teaching/consulting/writing and sit-
ting on too many boards. The lesson:
arrange your affairs so you can fully
engage with the board on which you
serve ... and (to borrow an admoni-
tion from Oprah Winfrey), “suck the
bone marrow from this experience.”

e Board service should be empowering
and up-lifting ... the operative term is
FUN. Having it is a powerful and es-
sential motivator. Not having itis
debilitating; making board work

for every activity in which we’re in-

volved. Pay attention to it, particu-

larly when it’s low for any significant
period of time.

Anecdote: Some time ago I had
served on a board for five years
(most of the way through my second
of three terms). The organization
was strategically, operationally, finan-
cially fit and well managed, plus it
was doing important work in an area I
was very interested. My colleagues
were first-rate and I always looked
forward to our quarterly meetings.
When several new directors, very
high-powered CEOs in parallel indus-
tries, were elected the climate
changed dramatically. I won’t go into
the specifics, but the boardroom be-
came increasingly adversarial and
hostile. I shared my concerns with
the CEO, Chair and several lead direc-
tors. They agreed with my observa-
tions, but were unwilling to raise the
issue with the new directors or board
as a whole. My fun meter was regis-
tering lower and lower. So, at the
end of my second term, I decided to
resign.

If you're having fun, spread the joy.

Let the chair, colleague directors and
the CEO know it (recall Maxim #29,

“Stroke”). Often we're too reserved
about such things.

Anecdote: When writing this maxim,
it hit me that I wasn’t practicing what
I was preaching. Several weeks later,
at a meeting of a board on which I
presently serve, I took a few minutes
and expressed: what an honor it was
to be a member of this crew; how
much I was learning from everyone;
how I valued our interpersonal rela-
tionships; and the importance of the
work we were doing together. This
prompted other directors to share
their feelings; it was a meaningful
and empowering experience.

drudgery. We all have an internal

meter that registers a “fun quotient” I hope you’ve found this little book wor-
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thy of your valuable time and the 40
maxims useful for improving the quality
of your directorship plus getting the most
out of serving on a nonprofit healthcare
organization board. Now (using NIKE's
trade-marked tag line), “Just do it.”
Keep in mind Yogi Berra’s words of wis-
dom: "“Ninety percent of this game is
half mental.”
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The Organized Agenda: A Vital Tool for Efficient Meetings

A well-prepared and organized agenda is an important tool for helping groups hold orderly,
efficient meetings. An organized agenda is not thrown together in a few minutes. Thought and
planning are necessary to develop an agenda that provides meaningful information but does
not become a lengthy narrative document. In addition, a carefully prepared agenda can
influence the outcome of a meeting.

Tradition, policy, or law may determine the form of an agenda. Many local government bodies
have a “standard” agenda on file. Several samples of agenda formats are provided at the end of
this fact sheet.

A meeting agenda may be relatively brief and sketchy or longer and more informative. No
matter its form, a good agenda helps members prepare for the meeting, and during the
meeting, it helps participants follow the order of business and provides a place to take notes.

The following steps are essential to developing a good meeting agenda.

e Determine the level of attention appropriate for each agenda item. Questions to
consider include these: Will an announcement be sufficient? Will discussion be in order?
Will a vote be required?

e Carefully consider the order of topics on the agenda. It is important to plan how much
time to allocate for each agenda item, particularly if the group has specific start and end
times. List those items that require immediate attention first, in case time runs short.

¢ Indicate on the agenda which group member is responsible for each agenda item, what
outcome is needed or possible, and any background information that will help members
understand the issues involved. The lllinois Open Meetings Act requires that an agenda
be posted at the office of the public body or at the meeting site 48 hours prior to the
meeting.

Consent Agenda

One way to streamline meeting procedures is to adopt the use of a consent agenda. The
consent agenda, also called a consent calendar, allows groups to take care of routine business
items in one action. Those items that are standard, noncontroversial, and/or self-explanatory
can be consolidated and approved with one motion and vote. Examples of such items include
previous meeting and committee meeting minutes, routine correspondence, office reports, and
confirmation of actions required in the constitution.

Many groups are in the habit of discussing every topic on the agenda. Not all items require
discussion or deliberation. Furthermore, some items may have been discussed and explained
previously, and additional discussion will be repetitive and unnecessary. A consent agenda
guards against unnecessary discussion, thus saving time for the more important issues. As the



name implies, items on the consent agenda assume general agreement, or consensus, on the
approval or vote.

For a consent agenda or calendar to be useful, the agenda and information for each item must
be distributed to the group members well in advance of a meeting. This practice permits
thorough examination of all agenda items without using valuable meeting time. The category
“consent agenda” should be listed as an item on the meeting agenda, and each item covered by
this category should be identified separately in the document. If a group member has a
guestion, it can be directed to the person responsible for that item prior to the meeting. If the
guestion is not resolved to the member’s satisfaction, the member may request, during the
meeting, that the item be removed from the consent agenda and discussed separately before a
vote.

Sample Agendas

Sample 1
Name of Group
Date
Roll Call
Minutes
Treasurer’s Report
Unfinished Business
New Business
Next Meeting
Sample 2

Name of Group
Location
Date - Start Time - End Time

Call to Order

Roll Call

Pledge(s)

Approval of Minutes

Announcements/Communications

Committee Reports — Person to Report — Outcome Desired
Unfinished Business

New Business

Wrap Up (next meeting, assignments, agenda items)



Sample 3

Name of Group
Date

Call to Order

Roll Call

Consent Agenda

Last Meeting Minutes
Financial Report
Committee Minutes
Correspondence

Old Business

New Business

Wrap Up and Adjourn

Sources

Chait, Richard, Thomas Holland, and Barbara Taylor. 1996. Improving the Performance of
Governing Boards. Westport, Conn.: Oryx Press.

Davis, Melissa.1999. “Board Forum—Improving Board Performance: Consent Agendas.”
Discovery YMCA (Spring).



What is a "Consent Agenda?"

At every board meeting, at least a few items come to the agenda that do not need any
discussion or debate either because they are routine procedures or are already unanimous
consent. A consent agenda allows the board to approve all these items together without
discussion or individual motions. Depending upon the organization, this can free up anywhere
from a few minutes to a half hour for more substantial discussion.

What belongs on the consent agenda?
Typical consent agenda items are routine, procedural decisions, and decisions that are likely to
be noncontroversial. Examples include:

e Approval of the minutes;

e Final approval of proposals or reports that the board has been dealing with for some
time and all members are familiar with the implications;

e Routine matters such as appointments to committees;

e Staff appointments requiring board confirmation;

e Reports provided for information only;

e Correspondence requiring no action.

How are consent items handled?

A consent agenda can only work if the reports and other matters for the meeting agenda are
known in advance and distributed with agenda package in sufficient time to be read by all
members prior to the meeting. A typical procedure is as follows:

1. When preparing the meeting agenda, the president or chairperson determines whether
an item belongs on the consent agenda.

2. The president prepares a numbered list of the consent items as part of, or as an
attachment to the meeting agenda.

3. Thelist and supporting documents are included in the board’s agenda package in
sufficient time to be read by all members prior to the meeting.

4. At the beginning of the meeting, the chair asks members what items they wish to be
removed from the consent agenda and discussed individually.

5. If any member requests that an item be removed from the consent agenda, it must be
removed. Members may request that an item be removed for any reason. They may
wish, for example, to discuss the item, to query the item, or to register a vote against
the item.

6. Once it has been removed, the chair can decide whether to take up the matter
immediately or place it on the regular meeting agenda.

7. When there are no more items to be removed, the chair or secretary reads out the
numbers of the remaining consent items. Then the chair states: “If there is no objection,
these items will be adopted.” After pausing for any objections, the chair states “As there
are no objections, these items are adopted.” It is not necessary to ask for a show of
hands.



8. When preparing the minutes, the Secretary includes the full text of the resolutions,
reports or recommendations that were adopted as part of the consent agenda.

How to start using a consent agenda
In order to start using a consent agenda, the board should first adopt a rule of order allowing
for the consent agenda process. The following is a suggested rule:

“A consent agenda may be presented by the president at the beginning of a meeting. Items
may be removed from the consent agenda on the request of any one member. Items not
removed may be adopted by general consent without debate. Removed items may be taken up
either immediately after the consent agenda or placed later on the agenda at the discretion of
the assembly.

It is important to make sure that all directors know what items belong on the agenda and how
to move items to and from the consent agenda. For this reason, instruction on using the
consent agenda should be part of the board orientation program.
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