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Abstract

Organizational effectiveness is a term without a single definition about the nonprofit community;
it is difficult to define, much less measure, due to the wide disparity in that community.
Inconsistency in the sector leads to an array of hypotheses in the literature addressing
organizational effectiveness. Through a comprehensive examination of a single nonprofit
organization, this qualitative case study examines the gap between the expectations of board
performance by the nonprofit organization’s senior leadership and the board members’ self-
perception of their governance role. The dominant self-perception of the board of directors is
that their value as a governing entity is in their willingness to work hands-on in whatever
volunteer roles are necessary to sustain the organization. Organizational governance is
secondary to this self-characterization as a working board. This lack of focus on formal
governance has resulted in a governing structure with minimal development, even as the
organization itself continues to enjoy success. The case study of a single nonprofit entity suggests
some recommendations for the practice of nonprofit governance in general as well as future
research in the domain of nonprofit organizations that are either embryonic or have limited
means available for the professional development of the board.

Keywords: nonprofit governance, board member perception, strategic planning, advisory board

community representatives who function as stewards of the public trust by exercising a legal and

fiduciary responsibility (Kendall, 2009; Wolf, 1999). Nonprofit directors in the United States are, with
few exceptions, unpaid volunteers. Green and Griesinger (1996) found most nonprofit organizations
lacked commitment to board member training and development. The lack of time available for
volunteers, combined with little board member development, contribute to a sector administered by
individuals who have minimal relevant knowledge.

I ndividuals serving as nonprofit board members are the organization’s ambassadors, advocates, and

Organizational effectiveness is a term without a single definition in relation to the nonprofit community;
it is difficult to define, much less measure, due to the wide disparity in that community. Inconsistency in
the sector leads to an array of hypotheses in the literature addressing organizational effectiveness.
Callen, Klein, and Tinkelman (2003) argued that no single criterion of organizational effectiveness is
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viewed equally in the nonprofit community. Others indicate an explicit mechanism behind a well-
performing board and an efficient organization does not exist (Mwenja & Lewis, 2009). Mwenja and
Lewis (2009) stated that organizational performance is ultimately a social construct—one that,
combined with poorly articulated goals, makes the development of a single model of measurement of
nonprofit effectiveness virtually impossible.

Nonprofit organizational effectiveness, suggested Herman and Renz (2008), is multidimensional and a
matter of comparison. They offered nine traits to consider when examining nonprofit effectiveness:
always comparative; multidimensional; related to board effectiveness (although how is not clear) and to
the use of correct management practices; a social construction; universal “best practices” are unlikely to
exist; organizational responsiveness is an effective organizational-level measure; distinctions among
nonprofits must be made; and the depth and breadth of the analysis must be considered. Herman and
Renz (2000) also claimed that nonprofit organizational effectiveness was directly related to the efficacy
of the board of directors. However, O’'Regan and Oster (2005) maintained the difficulty of empirically
measuring the relationship between organizational success and the effectiveness of the governing
board.

There is no definitive answer as to what constitutes an embryonic nonprofit organization in the
normative or academic literature, although it may be defined by certain measurable milestones, such as
achieving charitable status as recognized by the Internal Revenue Service, the publication of an annual
report, or receiving an external financial audit. However, none of these milestones speak to the growth
and development of an organization’s board of directors and the ability of that board to effectively
govern. While deeming an organization embryonic is a subjective interpretation, | labeled my case study
research subject in this way based on the literature, combined with my own experience as a nonprofit
practitioner and professional over a 20 year period.

Through a comprehensive examination of a single nonprofit organization, this qualitative case study
examines the gap between the expectations of board performance by the nonprofit organization’s
senior leadership and the board members’ self-perception of their governance role. My anecdotal
experience indicated most nonprofit governing boards operate more from their historical basis than
from any governance standard defined in the normative or academic literature. Additionally, small or
embryonic nonprofit organizations do not have the financial resources to invest in training,
development, and strategic planning as do larger and more established organizations. An identified need
exists in the field of nonprofit governance research to examine multiple levels and units of analysis, and
the emerging nonprofit is an underresearched domain (Renz & Andersson, 2014). My perspective is that
no one board of directors governs its nonprofit organization in a pre-defined manner. A single theory or
hypothesis capable of addressing the challenges of nonprofit governance is nonexistent. Each nonprofit
must evaluate the available options and select a path based on its collection of personalities, culture,
and external pressures (Brudney & Murray, 1998; Ostrower & Stone, 2009). Regardless of the theory,
model, or framework of governance, the organization must identify governance challenges requiring the
interaction of the board of directors and the chief executive officer (Kreutzer, 2009).
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Board development “entails the range of activities related to building and maintaining an active board of
directors” (Brown, 2007, p. 303). Carver (2006) identified that the responsibility for board development
rests with the board of directors itself; other responsibilities noted by Carver included job design,
discipline and performance evaluation. Although board of director development and training is standard
in the nonprofit community, little evidence exists to support any empirical impact on board
performance (Holland & Jackson, 1998). It is rare that a board of directors sets clear expectations and
standards for its membership and applies those expectations to its own dynamic (Holland, 2002). Most
boards, according to Holland, are satisfied to neglect the same standards for themselves that they
established for the executive or leadership team.

Historically, it has been the norm for board of director training and development to consist of a meeting
with the executive director, a review of documents associated with mission and history (e.g., bylaws and
minutes), and a tour of the physical plant (Green & Griesinger, 1996). Board development needs to be
long-term and not consist only of a retreat or general development during board meetings (Holland &
Jackson, 1998). To be a high-performing board, argued Jansen, Kilpatrick, and Cvsa (2006), the
membership must be willing to examine its performance on a regular, if not continual, basis, while
identifying improvement opportunities and making the changes needed for organizational betterment.
It is the responsibility of the board of directors itself to manage its development, discipline, and job
performance, and these goals should be formulated by individual diagnostic assessments and action
plans (Carver, 2006; Holland & Jackson, 1998). Initial and recurring board training potentially enhances
board performance and effectiveness (Abben, 2011; Brown, 2007; Green & Griesinger, 1997). In a study
of nonprofit organizations with revenues of more than $1 million, Brown, Hillman, and Okun (2011)
found that continued board member training predicted board member participation in both resource
development and organizational monitoring roles. Barriers to improving overall performance identified
by Holland (1998) include a lack of clear expectations, failure to understand the need for change,
previous change failures, and difficulty in putting aside past practices in favor of new initiatives.
Organizations, as well as individual board member candidates, should examine the potential motivation
for service on a particular nonprofit governing board (Inglis & Cleave, 2006).

Nonprofit organizations vary considerably in size, scope, and complexity. Board members are often
selected based on the perceived stature of the organization and not necessarily for identified skills or
nonprofit experience. The majority of nonprofit organizations have no direct governance guidance other
than the paradigm established by the organizations’ boards of directors. Given the lack of external
agreement, nonprofit organizations are left to decide what constitutes effective board development and
governance, with each nonprofit evaluating options and selecting a path based on its collection of
personalities, culture, and external pressures (Brudney & Murray, 1998). Judy Freiwirth (2012)
summarized the governance challenge: “It has become increasingly clear within the nonprofit sector
that traditional governance models are often inadequate in effectively responding to the rapidly
changing environment and other challenges faced by many nonprofits and their communities” (p. 183).
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Method

The purpose of this case study was to explore the self-perception of the governance role by the board of
directors. The single case study research of TSI Rehabilitation offers an opportunity to gain, as described
by Flyvbjerg (2006), a nuanced view of the reality of the governance of a fledgling nonprofit
organization. Case study research of a nonprofit organization allows “for immersion in the meeting
environment and deep exploration of the experiences, roles, and motivations of individual members”
(Beck, 2014, p. 103). Conducting individual semi-structured interviews with the participating board of
directors, the executive director, and primary benefactor(s) of the organization provides an opportunity
to gain a level of intimacy and depth not available through a quantitative approach. My goal is to utilize
the knowledge attained through this research effort to assist in the development of a process-based
analysis model to aid emerging nonprofit organizations in their governance efforts.

Context of the Study

Observation of behavior in everyday situations provides a depth of knowledge not readily available in
guantitative research, especially in social settings or activities viewed from the perspective of the
participants (Bloomberg & Volpe, 2008; Rossman & Rallis, 2003; Silverman, 2000). While qualitative
research has its roots, at least in part, in empiricism, qualitative researchers strive to give a voice to the
subject (Rossman & Rallis, 2003). According to Maykut and Morehouse (1994), the qualitative
researcher must engage in what they termed “indwelling,” which requires an empathetic relationship
with study participants.

As described by Creswell (2007), qualitative research will “let the voices of our participants speak and
carry the story through dialogue” (p. 43). The voices of members only speak when examined through
context. The reality is socially constructed; hence, individuals develop subjective meaning about their
personal experiences that may only be understood through immersion in the reality of the participants
in the world where they live and work (Bloomberg & Volpe, 2008; Creswell, 2007; Maxwell, 1998). A
gualitative approach is necessary to discover the perceptions of nonprofit board members within the
context of their organizational governance paradigm.

The subject of the study is a nonprofit entity providing therapeutic riding and hippotherapy to
individuals with disabilities. Hippotherapy is a physical, occupational, and speech therapy treatment that
utilizes equine movement. The assets of this organization are limited for an operating nonprofit
organization; from 2010 to 2011, net assets decreased from $18,048 to $5,582 due to an operating loss
of $12,466 in FY 2011. Revenue decreased by 27% in FY 2011, primarily due to a decrease in fundraising
of more than $11,000. This was coupled with a 24% increase in expenses, primarily in contracted labor
for the provision of direct therapy services to program recipients. TSI Rehabilitation (pseudonym) relies
upon Medicaid fee-for-service revenue.
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Procedures

Interviewing nonprofit board members is one part of the qualitative data collection process. |
anticipated direct observation of board meetings of the subject nonprofit might yield a dynamic
different from that offered in the interviews or clarify the relationship between the board and the chief
executive officer. Next, the chief executive of the organization was interviewed separately from the
members of the board. To analyze the role of nonprofit board members solely from the perspective of
board members would present only a single side of the relationship. Not all board members participated
in the interview process, but the majority provided both initial and follow-up interviews.

The data pool drew upon multiple resources, including observation of board meetings, review of
organizational documents (by-laws, articles of incorporation, board meeting minutes, and Internal
Revenue Service Form 990), web presence, and publicity publications. | triangulated data from multiple
sources to confirm the validity of potential outcomes (Tellis, 1997). Glaser and Strauss (1967) used the
term “slices of data” to identify the results of the use of multiple sources of data and the variety of data
and views produced from varying vantage points.

Data Analysis

The fieldwork generated significant raw data that was coded and evaluated to uncover any dominant
themes. After data reduction and codification, the qualitative data yielded patterns reviewed through
triangulation of the sources. Emergent patterns developed into potential explanations of the perceived
roles of nonprofit board members. During the coding process, | remained aware of my personal bias and
was willing to question all findings due to my previous experience in nonprofit corporations. However,
my experience as a practitioner in the nonprofit community was a considerable asset to data collection
and analysis.

At the completion of the coding process and reviewing the data collected from supporting documents
and observations, | developed a tentative set of categories. The names allocated to each group were
influenced by my anecdotal knowledge of the nonprofit sector as a professional and practitioner, as well
as my review of the academic and normative literature. Merriam (2009) noted the names of categories
are typically derived from the researcher, the participants, and subject resources, but they are most
often what the researcher sees in the data. Merriam (2009) also stated that the themes derived from a
research effort must not only be responsive to the research question or questions but also as sensitive
to the data as possible; exhaustive enough to encompass all relevant data; mutually exclusive (a relevant
unit of data placed in only one category); and conceptually congruent (all categories are at the same
conceptual level).

Findings

At the conclusion of my category development process and a review of the data, | constructed six major
themes. The themes were (a) a lack of consensus of the meaning of nonprofit governance, (b)
establishing credibility and pursuing sustainability-driven decision making, (c) the influence of a non-
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governing advisory board, (d) organizational reliance upon a single benefactor, (e) evidence of resource
dependency governance, and (f) absence of strategic planning.

Board members’ perception of governance. During the data collection process, it became
apparent that there was no clear consensus among board members as to the meaning of nonprofit
management within TSI Rehabilitation’s framework. The executive director indicated board members
did not primarily constitute TSI Rehabilitation’s decision-making forum: “Some of the things we do at
our meetings are informative. Less about making decisions and more about informative—I’'m giving you
information.” She further noted ambiguity with the meaning of nonprofit governance: “And what does
governance mean? And what would you define as governance? Because, obviously, in my mind,
governance may mean something different than what another board member may think.”

The role of the board in governance is a theme that continued to emerge throughout the process. Board
members struggled with the idea of moving away from a working board of directors, a board directly
and heavily involved in all activities of the organization, to a governing board.

| think later, down the road, just me, | would say much later down the road . . . | can see that
transitioning over, | can see some of the working board still being there and bringing on other
people to do the work and the board to govern, since they’ve been there and experience speaks
volumes with me. (Sloan)

It probably eventually should, is what I’'m thinking. You know, where you have enough people
underneath that can do all of this stuff that we’re doing. To me, it makes sense to me that that
would by the natural progression. But, | imagine that if it's the same board members, they
probably like to get their hands dirty if they can. (Doug)

A statement provided by a founding board member five years after TSI Rehabilitation’s establishment as
a nonprofit corporation articulated the organizational mindset: “We are still getting off the ground. Even
as successful as we are, we really are.”

Establishing credibility and pursuing stability. Credibility, combined with stability, are critical
components to the survivability of an embryonic nonprofit organization. In the case of TSI
Rehabilitation, financial resources were limited, and relatively substantial financial expenditures had to
be carefully weighed. The board determined it necessary to invest in a financial audit for two reasons: to
establish external credibility and to become eligible to apply for local United Way funding.

| was about to use the word “credibility.” We might be the smallest organization that
ever applies for some of these grants but because of the protocol, we have the same
credibility as the American Cancer Society. We’ve done all the same things for that level
of grant application, and so, but we don’t have the money. (Robert)

One board member offered a different perspective regarding the audit from a cost versus benefits
viewpoint: “And there was a discussion about it, because it came down to do we pay for feed or do we
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invest in this?” Another member of the board viewed organizational credibility from an entirely different
angle: “Our inefficiency comes from the fact that we don’t have a celebrity status member or a celebrity
status promoter.”

In both the for-profit and the nonprofit sectors, sustainability is a factor for long-term growth. A
component of achieving stability is articulating the needs of the organization. The executive director
identified capital expenditures with need: “And I'd like to have more office space and I'd like to have a
horse shelter, and it’s all about growth. That’s how | see it.” One board member articulated funding as
the key need of TSI Rehabilitation: “If we could get some regular cash flow coming in that would sustain
it, it would be the main goal right now.”

A statement by the board president indicated the level of the disconnect between the staff and the
governing body regarding expenditures:

When | asked . . . at one point, what’s it cost for a year’s worth of therapy for a child, she came
up with a number of like $250, which was the first scholarship amount. Once they did that
[examined actual expenses], they found that the cost was closer to $1,000, for a year.

Sustainability will remain a critical challenge for the organization if its leadership cannot articulate the
financial cost of meeting the mission. The executive director summarized the organization’s operating
financial position: “But we need to figure out how to make it next month.” Erin expressed her
frustration with the economic instability: “We’re almost like the local animal shelter on that trying to
raise money here. It's just the financial end is very difficult.” Finally, a board member made a
connection between economic instability and a lack of financial planning: “I mean, it’s almost like we
haven’t found that magic formula to make everything run smoothly. Like you said to tune up the car so it
runs. So, | think that fits what we need to do. It’s just finding that magic formula.”

Strategic planning. TSI Rehabilitation will remain operationally challenged without consistent
and reliable sources of funding for mission delivery. Funding is one area the organization could address
with a strategic planning process, but strategic planning is nonexistent within the organization. When |
asked the president of the board of directors if TSI Rehabilitation engaged in strategic planning, he
replied, “As a board? No.” William added the organization continued to operate without a business plan
in place: “We don’t have a formal business plan yet. It will probably take me having the time to sit down
and just start writing it, which | don’t mind.” Members of the TSI Rehabilitation board of directors
consistently expressed the need for organizational strategic planning for future sustainability and
growth but admitted day-to-day operational survival was the priority:

So, no matter what organization you are and how big you are, or anything else, if you don’t
continue to grow and change and adapt, then you are going to have a problem. (Erin)

Not really. We—I think | might remember one kind of strategic planning meeting that sort of
addressed that issue, but when you are faced with again, how are we going to pay the light bill?
(Tyler)
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My thing is maybe to help us work more efficiently to the point where we can set the long-term
goals and it’s not so the firefighting. . . It's been suggested that we have a strategic planning
session, but it just hasn’t happened yet. (Doug)

The board of directors does not have the background or experience in nonprofit governance to make
the critical connection between strategic planning and long-term sustainability. The key concern
expressed is short-term survivability, with little thought having been given to long-term sustainability.

The presence and influence of a non-governing advisory board. The executive director and
board members referenced an advisory council during the interview process. If the second group of
individuals guided TSI Rehabilitation, | wanted to know who they were and what role, if any, they played
in the governance domain. The relationship between TSI Rehabilitation, the advisory board, and the
executive director is complicated. In addition to the benefactor relationship with TSI Rehabilitation,
Susan is the primary employer of the executive director outside of her role as executive director. Susan
owns and operates a therapy clinic where the executive director is employed. TSI Rehabilitation
contracted with Susan’s therapy clinic to provide the hippotherapy delivered at the arena and to invoice
the state Medicaid program for reimbursement.

Because of the unique relationship of the benefactor couple with TSI Rehabilitation, my initial questions
to the executive director focused on any conflicts of interest, real or perceived. The benefactor
addressed her advisory role: “I just can’t be a board member because I’'m a property owner. So, advisor
counsel kind of lets me—we bounce ideas off each other.” She was very aware of the danger of a
conflict of interest perception regarding her therapy business and its role with TSI Rehabilitation. She
quickly clarified that her relationship with TSI Rehabilitation, although proprietary as a provider of
therapy services, was not financially beneficial to her therapy clinic: “We’re not making any money off of
it. It’s actually costing us money, but so, it’s not the financial gain, its the mission.” The benefactor
discussed at length her desire to ensure there was a clear distinction between her two roles, purposely
maintaining a distanced relationship with the board of directors: “Well, this is part of, maybe the area |
need to grow in, but | really need to stay out of the picture because of the revenue | receive. | really
don’t know all of the board members.”

Through her speech and body language during the interviews, the benefactor’s deep passion about
hippotherapy and its benefits to individuals with developmental disabilities were very apparent. Given
the explicit financial commitment of her and her husband, | asked how she might feel if TSI
Rehabilitation outgrew their adjacent property. The benefactor replied, “I would be ok if they outgrew
our place and had to relocate. | would be ok with that. They were outgrowing our little 10 acres, so we
went ahead and invested in the land behind us.” She explained she and her husband purchased the
additional ten acres adjacent to their own at a price above market value solely for the benefit of TSI
Rehabilitation.

TSI Rehabilitation, as a nonprofit organization, relies heavily on the generosity of these husband and
wife benefactors and their role as an advisory body. This reliance upon a single donor for the delivery of
day-to-day operations raised not only questions about sustainability, but also survivability. | asked each
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board member if this reliance presented any degree of risk to TSI Rehabilitation. Board members
expressed concern about their lack of knowledge of any legal agreements between the benefactors and
the organization regarding the use of the land and equipment and it was apparent that they perceived a
risk: “Without really knowing the legal structure that’s been set up — yeah, | think it’s risky. If there’s
ever a falling out, | mean—I confess, | don’t really know that the legal structure is.”

| asked William, the board president, if he believed this reliance upon a single donor was in some way
restricting the growth and development of the organization. He responded: “I believe that if they took
more of the micromanagement aspect to it or if we had to continually go back and get more money
from them, then, yes, it would hold us back. . .. So, | don’t believe that they are holding us back. | don’t
think that they have limited us. | think that we are limited by our own resources. We're not limited that
badly.”

To bring the concept full circle, | asked the benefactor if she believed the generosity of her and her
husband enabled the leadership of TSI Rehabilitation and indirectly restricted organizational growth. She
replied, “Yeah, I've never looked at it from that relationship concept — enabling them to be dependent.
You know, because I’'m sitting back hoping they grow. | want them to grow. I'd love them to stay here,
but if they don’t, we're going to have a really nice barn.” The benefactor acknowledged the organization
was not yet financially stable or independent, and its long-term future and sustainability were not yet
assured.

Discussion

The findings indicate there is no consensus about the meaning of nonprofit governance among the
board of directors of TSI Rehabilitation; this directly relates to the board members’ perception of their
role in governance and operations. There is limited research on the key roles expected of nonprofit
board members; these limited findings suggest a broad range of functions and responsibilities among
board members and their organizations’” management (Liu, 2010; Stone & Ostrower, 2007). A board
member’s perception of effectiveness correlates with role ambiguity, which is measured by how well a
board member understands what he or she is supposed to do, as well as the relationship of these
actions to organizational goals (Doherty & Hoye, 2011). However, it is not unusual for board members to
experience role ambiguity within the same organization (Liu, 2010).

The emergent theme from the findings is the self-characterization of the board as a “working board,” as
opposed to a “governing board,” which was focused on actions ensuring short-term fiscal viability and
providing the support required to continue operations. The role adopted is not that different from what
O’Regan and Oster (2005) described as the three W’s of nonprofit board members: “wealth (donations
and fundraising), wisdom (monitoring and oversight), and work (operational duties)” (p. 207). The
executive director indicated the dominant theme of most board meetings was informative and not
decision making. She acknowledged that her perception of the governance function of the board of
directors might be entirely different from that of the board members. This contrasts with what
executive directors have identified as critical to board member effectiveness: fund development,
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financial oversight, public relations, commitment and engagement, policy development, and monitoring
the performance of the executive director (Brown & Guo, 2010).

Credibility is critical to the viability of an embryonic nonprofit organization reliant upon fundraising and
the goodwill of the community. TSI Rehabilitation relies on fee-for-service billing for substantive
financial support. However, this revenue is insufficient to provide for growth and program
enhancement. The board of TSI Rehabilitation sees financial management and oversight as one of its
primary governance functions, evidenced by the decision to pursue an independent financial audit
despite its substantial cost. Board members debated as to whether an audit was more important to the
organization than the need to purchase feed for the horses. An independent review was eventually
deemed a necessity for two reasons: to establish external credibility and to become eligible for local
United Way funding.

Sustainability is a function of the combined effectiveness of organizational governance and professional
leadership. Financial viability is the result, but the organization must first articulate its needs. Identifying
needs allows the estimate of an accurate monetary cost, which can then drive budgetary, planning, and
fundraising efforts. A consensus of need between the governing board and the executive director was
not apparent; identified needs included a covered arena to enhance therapy services, regular cash flow,
organizational awareness in the local community, and strategic planning. Neither the board of directors
nor the executive director had sufficient knowledge of base operational expenditures. A nonprofit
organization will likely remain embryonic if it experiences a chronic lack of consistent, reliable funding
for mission delivery; sustainability in this embryonic nonprofit organization will continue to be a critical
challenge if the leadership cannot articulate the most necessary of costs.

From my perspective, it is not unusual for a nonprofit organization to have an advisory board that
provides insight and mentorship to the executive leadership. Prior research suggests boards must
consider methods of including stakeholders as sources of information and advisory boards supplement
board governance by strengthening relationships with the community (Guo, Metelsky & Bradshaw,
2014; Saidel, 1998). The advisory boards | have encountered during my nonprofit career were not
governing in nature, and the guidance provided to the administration was not binding. The advisory
board encountered at TSI Rehabilitation is different from any other than | have experienced, and it
appears to have been created solely to provide a voice for the organization’s primary benefactor, Susan.
The relationship between TSI Rehabilitation, the advisory board, and the executive director is
complicated: in addition to the benefactor relationship with TSI Rehabilitation, Susan is the primary
employer of the executive director outside of her role with TSI Rehabilitation. The advisory board for TSI
Rehabilitation, while unusual in its structure and membership, exists for a particular purpose. The
benefactors, who also constitute the advisory board, are aware of a potential conflict of interest,
whether real or perceived, due to their multiple connections to the organization. In fact, Susan stated
that it would not be proper for her to serve on the governing board of directors; she did not want to be
seen as expecting to have influence due to her and her husband’s generosity. The organization may
consider expanding the advisory board to include client stakeholder representation to provide a forum
for input on services delivered and to offer a voice in organizational governance (LeRoux, 2009).
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The reliance of TSI Rehabilitation on a single donor for the delivery of day-to-day operations raises
guestions about sustainability and survivability. The consensus among the board was that risk does exist
due to their lack of knowledge of any legal agreement between TSI Rehabilitation and the benefactors,
potential financial hardships to the benefactors that may alter the current arrangement, or a
disagreement between the involved parties. This reliance on a single patron presented a concept | had
not previously considered: did this reliance upon a single donor restrict the growth and development of
the organization? The board president did not agree this relationship limited the organization in any
way; however; he acknowledged the organization is constrained by its lack of additional financial
resources. The executive director indicated restrictions existed. On multiple occasions, the executive
director relied upon the single benefactor to meet short-term financial needs. | posed the same question
to the benefactor: did she believe her generosity was creating a dependency on the leadership of TSI
Rehabilitation on her, thereby restricting its development and growth? She replied she had not thought
of the financial support relationship in that context, stating that she was not certain if her generosity
was or was not enabling, but she was certain the organization was not yet financially stable, and its long-
term sustainability was not assured. In the context of TSI Rehabilitation, the relationship between the
executive director, the advisory board and the governing board of directors is beneficial to the success
the organization has experienced.

A dominant theory of organizational management is resource dependency theory, which states that a
board of director’s primary function is to connect the organization to the sources essential to its survival
and its success by providing board capital, for example, financial resources, potential benefactors,
advice, council, and so on (Brown, 2005). This theory also acknowledges the board of director’s ability to
maximize external connections through the leveraging of personal and professional relationships that, in
turn, enhance the organization’s reputation as well as expand the donor base (Kreutzer, 2009; Miller-
Millesen, 2003; Mwenja & Lewis, 2009). TSI Rehabilitation has demonstrated recent success in
leveraging personal and professional relationships. On March 16, 2013, a benefit featuring Ryan Mallett,
University of Arkansas alumnus and quarterback for the New England Patriots of the National Football
League (NFL), was held at the local high school football field. Mallett is related to a recipient of services
of TSI Rehabilitation, and a member of the board of directors was able to facilitate his appearance. This
local opportunity to meet an NFL quarterback raised $2,900 for the organization in a single afternoon
(personal communication, March 21, 2013). Resource dependency theory requires the board to link the
organization with its environment to maximize the potential resources available because no
organization controls the resources need to survive (Miller-Millesen, 2003). The board of TSI
Rehablitation effectively deployed resource dependency theory governance without knowing it was
doing so.

Strategic planning is virtually nonexistent within the confines of TSI Rehabilitation. The findings clearly
indicate that not only do the TSI Rehabilitation board of directors and executive director not engage in
any formalized strategic planning but that the organization also continues to operate without any
evidence of a business plan. High-performing nonprofit boards have self-identified their responsibility
for strategic planning as implementing a strategic planning process and creating mechanisms to address
issues arising outside of the formal strategic planning process (Jansen et al., 2006). Board members
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consistently expressed the need for organizational strategic planning for future sustainability and
growth but admitted that day-to-day operational survivability was their priority. The need to fundraise
in the short-term outweighed the desire to do long-term planning. The governing board, in its current
membership paradigm, does not have the experience in nonprofit governance to make the critical
connection between strategic planning and long-term sustainability.

Conclusion

The governing board of TSI Rehabilitation remains embryonic and developmental six years after its
inception. The dominant self-perception of the board of directors is that their value as a governing
entity is in their willingness to work hands-on in whatever volunteer roles are necessary to sustain the
organization. Organizational governance is secondary to this self-characterization as a working board.
This lack of focus on formal governance has resulted in a governing structure with minimal
development, even as the organization itself continues to enjoy success. TSI Rehabilitation’s embryonic
state is reflected by a minimum attendance requirement of board members, a very low threshold for
establishing a quorum, a lack of rotation in officers of the board, and minimal vetting of potential new
members of the board of directors. The orientation and training offered and provided to new board
members is non-existent. Little evidence exists of informal or formal strategic planning efforts on the
parts of either the executive director or the board of directors. The case study of a single nonprofit
entity suggests some recommendations for the practice of nonprofit governance in general as well as
future research in the domain of nonprofit organizations that are either embryonic or have limited
means available for the professional development of the board.

The primary limitation of this study is that the outcomes of a gap analysis of a single organization
through a case study are not transferable to the nonprofit community as a whole. While the process
may be replicated in conducting the gap analysis, the findings are not generalizable. Second, the
organization selected for this study was a sample of convenience. This sample set was further restricted
to organizations with an established operational history of at least two years, and to organizations that
are current members of the local United Way. However, the convenience sample does enhance the
study through my knowledge of the local community, available resources, comparable services, the local
United Way, and in general, the broader nonprofit community. Results of the study are dependent upon
the responses of members of the board of directors, the executive director (CEO) and additional
relevant individuals, with the assumption that all respondents provided information honestly to me.

My research examined the gap between the expectations of board performance of the nonprofit
organization’s senior leadership and board members’ self-perception of their role in the governance of
the organization as well as any effect that gap may have on organizational effectiveness. The findings
reveal the potential challenges of the board of directors of an embryonic nonprofit organization but also
indicate a need for continued research on the governance of smaller organizations. The normative
literature available to the nonprofit community leans towards a prescriptive approach to governance
that offers either a checklist of best practices or a formulaic approach to governance, which should
result in effective governance but only if properly applied. The academic literature has a
disproportionate focus on large and well-financed nonprofit institutions. The research literature
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proposes theoretical constructs such as agency theory, contingency theory, LMX theory, and so on, and
assessments and strategic training paradigms which may not be accessible or deployable by the small or
embryonic nonprofit corporation. This inability to deploy involved strategic planning mechanisms is
confirmed by my exploration of TSI Rehabilitation as well as my anecdotal experience over a twenty-
year period as a practitioner in the nonprofit community.

TSI Rehabilitation’s leadership and board requested that | provide feedback and recommendations to
the organization upon completion of this study. It is an organization with the desire to evolve in
operational structure as well as governance effectiveness. The general solution | have experienced and,
on occasion, provided is for an organization to identify a need for training for the board of directors,
which results in a litany of best practice recommendations to the board membership. | now find that
approach to be wholly ineffective.

Recommendations for Future Research

The exploration of the governance of an embryonic nonprofit with limited governance experience and
resources identifies significant areas of future research, including (a) Are there governance traits in
embryonic nonprofit organizations not currently identified in academic research? (b) Do governance
development and orientation opportunities not yet discovered exist for organizations with minimal
governance experience and limited fiscal resources? and (c) identifying cost-effective and viable
methodologies for gap analysis in embryonic nonprofit entities. The recommendation is for the practice
of gap analysis as an effective means of evaluating the needs of a governing board of directors of a
nonprofit entity. The consultant must identify the current knowledge base and governance paradigm of
the board combined with the leadership style of executive management. The existing governance theory
must be recognized. The information may be gathered in any number of methods based upon the
assessment of the current framework (e.g., personal interviews, document reviews, surveys, etc.). Only
after the current paradigm and the desired governance outcomes are identified may the consultant
propose a course of action to enhance the overall governance effectiveness of any entity. The primary
caveat to this approach is the development of a methodology that not only provides efficacy but is
feasible in time and financial cost to an organization with limited availability of both.
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