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Presentation Notes
Policy Governance® - a board management system created by John Carver
It is the only conceptually whole governance model in existence.
It has been actively used by organizations since the 1980’s.
It is being used by all types of organizations, but has been accepted to a greater degree by non-profits.



What i1s Governance

e The Board’s primary job Is to assure
that the organization produces the

results expected by its owners using

acceptable means.
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The board needs to determine what benefits they will provide
To whom those benefits will be provided to
And at what cost


Board Governance

Responsibilities

 Connect to and represent owners
o Clarify organization’s purpose

e Establish board self-management
processes

 Delegate to executive
« Assure performance
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Boards have a number of responsibilities.
Policy Governance is one, if not the only, governance approach that recognizes the true role of owners.
Policy Governance creates more that a Mission; it creates a broader, more inclusive purpose to which people can connect.
Policy Governance allows Boards to become proactive about their own actions rather than being reactive and pragmatic.
Policy Governance creates a more effective and efficient method for delegation.
Policy Governance creates a methodology for assuring organizational performance, board performance and executive performance.


Whom Does the Board Serve?

Stakeholders
@

Users
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Boards have been given numerous entities that it can consider serving.
Some of those are broadly defined as in “stakeholders” or more narrowly defined as in “customers.”
For most Boards, it is unclear whom they serve, often leaving the board to see their role as serving the organization.



Whom Does the Board Serve?

 Parmers  [Rammng  Organization

Customers, Partnerships,
Alliances, Community
Sponsors, Vendors, etc.

An End Result: A Who,
a What (a Benefit), and a Priority
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In Policy Governance, the Board’s role is to serve the moral owners of the organization.
To understand who the moral owners are, consider a fair.
The owners are the community as a whole.
The different groups that partake in the fair, as actual participants or even as customers are beneficiaries
The beneficiaries are the people who receive the benefits from the programs or services offered.
The moral owners define the return, or good that the organization should do, not the beneficiaries.
This is a new concept for most fair boards.
To complete the picture, there is a third group to consider.
That group is called “partners.”
It is made up of organizations and individuals with whom the organization interacts, but are not moral owners or chosen beneficiaries.
This group could include customers, regulators, vendors and community partners.


Ownership Focus

Ends

The positive difference that an organization
should make in the lives of people.
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So what is Fair ownership?
It is the community as a whole that insists that a positive difference is made in people’s lives.



Organization Purpose

 Ends: Three Elements
A group of people
* The benefit they should receive

« An acceptable level of cost for the benefits
produced

 Ends are different and independent
from Means
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An End is more refined than a Mission Statement.
There are three elements involved in an End Statement.
There is a “Who” – a group of people that should benefit because the organization exists.
There is a “what” – the benefit or positive difference that is made in people’s lives.
There is an “at what cost” or “priority.”
Ends are different and independent from Means.
For example Means are often defined as the way in which the Ends are achieved, but shouldn’t be considered as the Ends themselves.
When organizations hold themselves accountable to Ends, then simply doing things that look like they will create the Ends is not enough.
The organization only succeeds when the Ends are accomplished.
Most Mission Statements include Means and hence are not true Ends Statements.



Ends and Means

« What are Means and how are they
different from Ends?

 For what part of the Means is the
Board responsible?

 For what part of the Means is the
Executive responsible?
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Now that we have defined what are Ends, we are left with figuring out what are Means.
We also need to be able to figure out which Means belong to the Board and which Means belong to the Executive.




Reverse Proof

e Sherlock Holmes’ Approach
* You have 3 suspects to a crime
* You can prove that 2 aren’t guilty
* The third person must be guilty
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The best way to understand Policy Governance is to understand what a reverse proof is.  
A reverse proof is different from a direct proof.  
Most of us are familiar with reverse proofs from Sherlock Holmes.
A number of the Sherlock Holmes stories were not direct proofs but rather reverse proofs.
For example there were 3 suspects that could have committed a crime.
Sherlock can prove that 2 aren’t guilty.
Which means that the third person must be guilty.
It is not a direct proof that the third person committed the crime, but rather a reverse proof by eliminating all other possibilities.


What are Means?

Anything that is not an End
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By using a reverse proof, what are “Means?”
Anything that is not an End or Ends.
Once the Ends are defined, everything else is a Means.
If it is not an Ends, then it must be a Means.
As an aside, this is not the traditional definition of Means.
Means are usually the specific action taken to achieve the Ends.
In Policy Governance, Means are “all” the possible actions that could be taken to achieve the Ends.
In Policy Governance, Means are a misnomer.  



Means: Board & Executive

Executive

Means Means
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Clearly there are Board Means and there are Executive Means.
How does an organization separate the two?
Which is which?



What are Executive Means?

Executive
Means

Means

Anything that is not a
Board Means
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What are Executive Means?
Anything that is not a Board Means.
This means that the Board first defines what it is going to do, and whatever is left belongs to the Executive.  



Acceptable Executive Means?
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A difficulty with giving all non-Board Means to the Executive is that not all non-Board Means are acceptable.
There are some Means to which they would say “no.”
There are Means that are unacceptable.  



Two Approaches

to Board
Delegation
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There are two approaches to delegation.


Two Approaches to

Delegation

 Approval - do nothing unless given
permission
* Theory X

 Limitations - do whatever It takes to
achieve the Ends, unless restricted
or required
 Theory Y
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The first, Giving Approvals is the one with which we are most familiar and is most commonly used.
The second, Setting Limitations is not well understood but is a more effective way to delegate.



Delegation

 Responsibility

« Tasks and Results

o Authority

 The right to make decisions

 Accountability
* Responsible to fix it
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First, in order to understand delegation, it is important to understand some concepts.
There are three concepts on which to have agreement: responsibility, authority, and accountability.
Responsibility identifies who is required to complete certain tasks or accomplish certain tasks.
Authority identifies the level of decision making ability an individual has.
Accountability is the least understood and often the most mismanaged aspect of delegation.
Often, responsibility and authority are delegated but not accountability.
Accountability identifies who is responsible to fix or correct something.
Policy Governance enables a Board to align accountability with responsibility and authority.
In traditional governance or management, accountability is usually out of alignment with responsibility of authority.
In traditional governance or management, if something goes wrong, the responsibility to fix it is misplaced, out of alignment with who has responsibility or authority.  


Ends

Board
Means

Approved Executive
Means

Creates a parent-to-child relationship
requiring permission and forgiveness
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The tradition approach is to give approvals.
This is seen in two widely accepted approaches: recommendations to the Board and the job description.
Executives make recommendations to Boards, which are then approved or declined.
Boards predefine responsibilities and authorities in a job description.
The problem with approvals isn’t with what is approved, but what is not approved.
Most executive actions or results do not completely match what was approved.
The actions or results are almost always to some degree off from what was recommended.
The difference may be small or large.
The question is when is the difference large enough to be unacceptable?
 How far off is too far off?
It is already too late to give guidance as that actions or results are already completed?
In this situation, the Executive is continuously asking for either permission or forgiveness and this establishes a parent-child relationship between the Board and the Executive.




Unacceptable
Executive
Means

Acceptable
Executive Means
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Defining Limitations is a more powerful and more effective method of delegation.
Limitations define what are unacceptable Means.
Through the process of reverse proofs, if all the unacceptable executive means are identified what is left are acceptable.
What are acceptable Executive Means?
Anything that is not unacceptable.



Board Policy Manual

The Written Voice of the Board
e Ends

 Board Means
 Board Self-Management
 Board-Executive Relationship

e Executive Limitations

Based on and adapted from
John Carver, Boards that Make a Difference.
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The mechanism to define the Ends, the Board Means, and Unacceptable Executive Means is a Board Policy Manual.
There are four sections to it: Ends, Board Self-Management and Board-Executive Relationship, and Executive Limitations.
Putting these Board decisions in writing is critical to performing well as a Policy Governance Board.
The Policy Manual provides the document that defines the Board’s voice.


Means Ends

Process

Resources Modification Products

of Services gﬁ;ﬂﬁ;ﬁ
resources Programs y
Goals
>99% <1%
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Another way to think about Policy Governance is through the Outcome Chain which comes from the Quality Movement.
It helps identify what are Ends and Means.
There are Input, Processes, Outputs, and Outcomes.
Outcomes are the Ends and everything else is a Means.
The Outcome Chain also illustrates the confusion that exists about goals.
Goals are at best a mix of Means and Ends.
This disconnects the organization from Ends, placing the emphasis on Means.
In fact the vast majority of goals are Means.
Often there are no goals at all that relate to Ends.



 Creates Accountability

 Limitations create a clear line for corrective action
* Monitoring ensures that corrective actions are taken

« Little monitoring happens in traditional
governance approaches
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Accountability is directly related to monitoring.
When monitoring doesn’t occur, accountability is drastically reduced.
The board needs to monitor the CEO to ensure accountability
Ends and Limitations provide minimum levels of performance rather than desired levels of performance.
Desired levels are usually wishes and hopes, rather than required.
Required levels of performance identify when corrective actions need to be taken.
Ends and Limitations allow a more organized and effective communication of information to the Board.
Monitoring is a new skill for Boards.
Boards have had little experience with Ends and Limitations or the monitoring that goes along with them.



Unacceptable
Means

Choice produces significantly Monitor
greater ownership and
accountability
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Monitoring, along with the separation of Ends and Means, Board and Executive Means, and Acceptable and Unacceptable Executive Means provide for significantly greater ownership and accountability.
Instead of Boards dictating specific actions, Executives are given the broadest range of choices from which they may choose.
Choice increases ownership and accountability.
Policy Governance is the most effective process for Boards to provide choice to Executives.



« What is the board responsible for?
* Its own development

* Its own job design

* Its own discipline

* Its own performance
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“He that would govern others, first should be the master of himself.” (Massinger, 1979)
The CEO cannot tell a board what to do and when to do it, it just doesn’t work.  Governance cannot be excellent under these conditions.
The board has to take responsibility for itself


e Speaking with “one voice”

* Deliberate in many voices, but
governin one

 There can only be one CEO

* The executive either works for the
board as a whole or does not
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The entire group speaks as one because the board is the boss, not any individual director
No individual board member or officer can have any authority over the CEO or staff.
If the CEO must answer, at any time, to the president of the board then the president is the CEO


 Board Dysfunction
e Governance Committee

* Understanding Roles &
Responsibilities

« Speaking with one voice

* Ethics

* Board Meetings

* Proper behavior

 Board members dating staff
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“He that would govern others, first should be the master of himself.” (Massinger, 1979)
The CEO cannot tell a board what to do and when to do it, it just doesn’t work.  Governance cannot be excellent under these conditions.
The board has to take responsibility for itself
A Governance Committee can take responsibility, that often gets passed to the CEO, to ensure the board governs properly


Resources

 John Carver — Policy Governance

 “Boards that Make a Difference”

» “Reinventing Your Board — A step-
by-step guide to implementing
Policy Governance”
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