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The board is responsible for both the governance and the 

management of the NPO.

The senior staff person is designated the chief executive officer 

(CEO) of the organization and is accountable to the board for 

the management of the organization. 

The senior elected volunteer is the chair of the board.

The board is responsible for determining all governing policies 

of the organization; the CEO is responsible for determining all 

administrative policies of the organization. 

The board defines and approves a Code of Conduct for the 

directors and a separate Code of Conduct for the CEO.

Three types of committees or task forces may be used.

Four monitoring options are available to the board.

The board makes an annual written appraisal of the CEO.

The governance committee coordinates written appraisals of all 

volunteer directors on the board.

Board training is a priority, budgeted item.
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The board is responsible for both the 

governance and the management of the NPO.

Common law has long held that volunteer boards of directors are responsible not only 

for the governance of their organization but also, in a comprehensive way, for the 

effectiveness of the management of the organization.

Many statutes and government regulations, such as those dealing with labour 

standards, sales taxes, and unpaid employee wages, hold volunteer directors liable for 

management failures in these areas. Therefore, to suggest that NPO volunteer directors 

should work exclusively at the policy level can leave those directors exposed both legally 

and financially.

Directors need to acknowledge and accept their overall responsibility for both 

governance and management.

The Complementary Model of Board Governance is built upon a defined set 

of ten principles. These principles lay out the fundamental conventions within 

which the organizational structure, the duties, roles, and responsibilities of the 

directors and the staff, and the operation of the NPO will function. The 

governing board must have a clear understanding of the ten principles and 

must accept them completely in order for the governance model to be 

successful.
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During the 25 years that I have worked and consulted in the NPO community, no 

single question has been answered with so much hesitation or uneasiness as the query: 

“Who is the chief executive officer of your organization?” Sometimes the response is that the 

senior volunteer is the CEO; others consider the senior staff person as the CEO; while many 

others simply decline to address the issue. The Complementary Model requires that the 

fundamental issue be dealt with once and for all – and that the senior staff person be given 

the title CEO. When this action is taken, significant benefits ensue for both the volunteer 

board and the senior staff person.

However, before listing the benefits, let’s look at the rationale for the principle. The 

Dictionary of Business Terms defines “Chief Executive Officer” as follows:

The senior staff person is designated the 

chief executive officer (CEO) of the 

organization and is accountable to the board 

for the management of the organization. 
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The Chief Executive Officer (CEO) is the officer who has ultimate 

management responsibility for an organization. The CEO reports directly 

to the board of directors [and] appoints other managers … to assist in 

carrying out the responsibilities of the organization.1 

This definition, in fact, describes the role of the senior staff person of an NPO with 

pinpoint accuracy. Once there is agreement that the senior staff person is, indeed, the CEO 

of the organization, it allows the board of directors to hold that individual solely and 

completely responsible for managing every aspect of the operation of the NPO. Also, 

because titles convey authority as well as descriptive meaning, experience has 

demonstrated time and again that the senior staff person will grow into the responsibility of 

the new position title and rise to meet the demands of that role. 

As chair of the board of directors, the senior elected volunteer is entrusted with all the 

responsibilities inherent in that position, including meeting and agenda preparation and 

meeting management. In addition, the chair is responsible for co-ordinating the activities of 

the board in developing the association’s strategic plan, approving the annual budget, 

monitoring the performance of the organization, and determining the compensation of the 

CEO. 

The senior elected volunteer is the 

chair of the board.



10 Principles of Complementary Governance

The mantra that “boards make policy and the executive officer executes it” has been 

accepted within the NPO community for decades. However, as Drucker writes, “The trouble 

with this elegant answer is that no one knows (or has ever known) what policy is, let alone 

where its boundaries lie. As a result, there is constant wrangling, constant turf battles, 

constant friction.”2

This principle brings clarity to the policy-setting role of both the board and the CEO, 

and it sets the boundaries for them both. The board’s responsibility is to debate and decide 

upon policies related to governing matters of the NPO, such as the model of governance to 

be adopted, the mission and strategic goals of the organization, and how the board will 

monitor organizational effectiveness. 

However, policies that are purely administrative in nature, such as office hours, 

banking arrangements, human resources, and payroll administration, are established by the 

CEO. So, while the board has significant responsible for policy determination, that 

responsibility does not extend to defining administrative policies. Policy matters that are 

purely administrative should not be on the agenda for discussion at board meetings.

5

The board is responsible for determining 

all governing policies of the organization; 

the CEO is responsible for determining all 

administrative policies of the organization. 
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When a board of directors articulates its expectations of directors by establishing a 

Directors’ Code of Conduct, three positive outcomes follow. First, directors are not 

subsequently surprised by the requirements of their position because they have been 

advised in advance what is expected of them. Second, directors can be held accountable for 

their volunteer performance. Third, there is a greater probability that their performance will 

rise to meet the expectations that have been established.

Similarly, when boards of directors communicate their expectations of the CEO by 

establishing a CEO Code of Conduct, the same benefits result. In my experience, too often 

there is a gap between the expectations of a volunteer board and the performance of the 

directors or between the expectations of a CEO and the CEO’s actual performance simply 

because the board has not clearly articulated its expectations. The definition of separate 

codes of conduct avoids such misunderstandings. 

The board defines and approves a Code of 

Conduct for the directors and a separate 

Code of Conduct for the CEO.
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The Complementary Model identifies three alternative organizational components for 

assisting in the governance and the management of the organization:

• Board statutory committees (also known as board committees or standing committees)

• Policy task forces

• CEO working committees

Board statutory committees

Board statutory committees are established by the board of directors, and the chairs of 

those committees regularly report on their activities to the board. They are mandated to deal 

with responsibilities that are outlined in the bylaws or enabling legislation of the organization, 

for example, member discipline, member ethics, board nominations, or the audit of the NPO. 

These committees are always chaired by a board director and can be compromised of both 

directors and non-directors. They are ongoing and provide written reports at each board of 

directors’ meeting. (See sample terms of reference in Chapter 8.)
5

Three types of committees or task forces 

may be used.
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Policy task forces

Policy task forces are established by the board of directors and regularly report on their 

activities to the board. They are always chaired by a board director, are compromised of 

members of the board itself, and are mandated to examine and develop recommendations 

on board policy matters. These task forces have a limited time horizon, a defined “sunset” 

clause in their mandate, and are required to provide written reports for each board of 

directors’ meeting until their task is completed. (See sample terms of reference in Chapter 

8).

CEO working committees

CEO working committees are established by the CEO and report to the CEO. They are 

mandated to deal with operational or management matters, such as administration of the 

organization’s conferences, professional development programs, or fundraising. The chair of 

a CEO working committee is appointed by the CEO and may be either a staff member or a 

volunteer. The committee can comprise staff, directors, and/or non-directors. Its composition 

is entirely at the discretion of the CEO. It is important for directors saving on CEO working 

committees to recognize that in this committee capacity they are not serving primarily as 

directors of the organization, but serving at the request of the CEO. Reports on the activities 

of CEO working committees are provided at each board meeting through the CEO Report. 

(See sample terms of reference in Chapter 8).

5
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One of the most important responsibilities of the board of directors is monitoring the

performance of the organization – and taking the appropriate corrective action if things are

not progressing as the board had planned. The Complementary Model establishes four

methods for the board to use in meeting this responsibility:

• The CEO report 

• Task force reports and board statutory committee reports 

• External reports 

• Financial reports 

The CEO report

In preparation for each meeting of the board of directors, the CEO provides a written report

outlining the status of the projects for which the CEO is responsible, the activities of the

CEO working committees, instances where the CEO has breached the CEO Code of

Conduct or Conflict of Interest policy, and any other matters for which the board has

requested updated information. Importantly, this report is in writing and is distributed prior to

the meeting – verbal reports are not permitted. The report is not read at the meeting, but the

CEO does respond to questions from the directors about its contents.5

Four monitoring options are available to 

the board.
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Task force and board statutory committee reports

In preparation for each meeting of the board of directors, the chairs of the various task 

forces and board statutory committees provide the CEO with a written status report on the 

activities of their groups. These reports, too, are in writing and distributed prior to the board 

meeting – verbal reports are not permitted. They are not read at the meeting, but the task 

force/committee chairs do respond to questions from the directors about their contents. In 

addition, if necessary, the task force/committee chair can request the board’s assistance or 

direction on particular issues. 

External reports

The board of directors may, at any time, engage an independent third party “expert” to 

review a management or policy issue or area of the organization. This person or firm will be 

hired by the board (or task force acting on its behalf ), will receive terms of reference from 

the board, and will report directly to the board. For example, if the board had a concern that 

government remittances were not being properly handled, an independent accountant could 

be engaged to review this financial administration area and report findings to the board. Or, 

if the board had a concern that human resource policies were inconsistent with community 

norms or legislation, it could engage an independent third party specialist to review these 

administration areas and likewise report. At no time, however, would individual directors be 

permitted to conduct such a review on behalf of the board.

Financial reports

The directors will review periodic financial reports prepared by staff and submitted to 

the board. While it is important to acknowledge that the financial skills of individual directors 

may vary considerably, it must also be recognized that all directors have a responsibility for 

the financial health of the organization. Consequently, directors have every right to require 

from the CEO financial reports that permit them to meet their custodial responsibility. 

5
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Unfortunately, traditional statements such as the organization’s balance sheet, income 

statement, and cash flow statement, often do not enable directors who have neither 

bookkeeping nor accounting experience to determine the financial status of the organization. 

A far superior report for the board to review and monitor is a variance report that compares 

actual revenues and expenses to the approved budget of the organization. This type of 

statement should highlight divergences from the organizational budget that was approved by 

the board and provide directors with sufficient information to monitor the financial health of 

the NPO. (See sample financial report, Chapter 7.) 

5

A major cause of confusion and misdirection within NPOs is a sheer lack of 

documentation. Committee terms of reference may not be clearly spelled out; job 

descriptions may not exist for directors; there may be no written strategic plan. Similarly, 

there may be no written set of strategic goals or a workplan for the CEO and subsequently, 

no written appraisal of the performance of the CEO. 

However, two important questions for the CEO are: “How am I performing?” and “How 

can I do a better job in my role as CEO?” A board of directors is doing no one any benefit by 

avoiding these questions. Consequently, the Complementary Model requires this type of 

feedback to be provided to the CEO every year. 

Completing an annual written appraisal of the CEO does not have to be a tortuous 

event, full of unexpected surprises. It should, in fact, be a summary of the CEO’s successes 

over the past year, as well as a review of goals that were missed or only partially met. All of 

this information is reviewed, comprehensively, annually, so that the expectations are clear 

for the ensuing year. It is important for the board to realize that the process of completing 

the CEO’s appraisal for any year actually began the previous year when the strategic plan 

for the NPO was approved by the board. 

The board makes an annual written 

appraisal of the CEO.
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“How are we performing?” and “How can we do a better job in our volunteer role?” are 

two equally important questions for NPO directors. Drucker writes, “Many of these ... 

volunteers insist on having their performance reviewed against preset objectives at least 

once a year. And increasingly, they expect their organizations to remove nonperformers.” 

Just because volunteer directors may not be paid for their board service does not mean that 

the NPO should have no performance standards for them. If the organization wants them to 

do a good job, then the volunteers need feedback on their performance as much as anyone 

else. Hence the place of this principle of the Complementary Model and the need for 

performance feedback to directors at least annually. The trend is clearly in this direction. 

According to an annual survey conducted by Association Management Consultants Inc. in 

2004, only 8% of NPOs completed volunteer appraisals;4 in the 2010 survey that had 

increased to 29%.5 

Responsibility for completing this work should be included in the terms of reference of 

a governance committee. An effective volunteer appraisal system will help that committee 

identify candidates for future, more senior roles on the board. In addition, the evaluations 

can identify training needs for the board members. For example, if most directors respond 

that they have difficulty understanding the financial reports provided by staff to the board, 

the solution to this problem may well be to arrange for a seminar for the entire board on that 

subject.

The governance committee coordinates 

written appraisals of all volunteer directors 

on the board.
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Your board may prefer to begin the process of introducing volunteer appraisals by first 

implementing an evaluation system for the board as a whole rather than for individual 

directors. Then later, after they become familiar with the process and benefits of volunteer 

appraisals, they may be more confident in expanding the scope to the board members. 

In Chapter 7, we provide sample templates that your organization can use to help get 

your organization started on the road to performance appraisal. 

Drucker writes of this issue:

What do these unpaid staff people [volunteers] themselves 

demand? What makes them stay – and, of course, they can 

leave at any time. The first and most important demand is that 

the nonprofit have a clear mission, one that drives the 

organization…. The second thing this new breed [of volunteers] 

requires, indeed demands, is training, training, and more 

training.6 

Board training is a priority, budgeted item.
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Most NPO directors agree that a clear mission is vital for the organization (see Chapter 

5), and many boards spend considerable time, effort, and money ensuring that this is 

accomplished. Far fewer NPOs, however, appreciate the correlation between volunteer 

training and volunteer performance. The linkage between effective board training and 

effective board performance should not come as a surprise. If your directors are not told 

what their role in the organization is, and if they are not provided with the training and other 

support necessary to fulfil that role, why should anyone be surprised if they are not 

successful and happy directors? Attention must, therefore, be paid to this principle. 

The most effective training program will be built on the foundation provided by a 

Directors’ Manual. More information about the contents of this document appears in Chapter 

9. 

1 Dictionary of Business Terms, accessed at http://www.allbusiness.com/glossaries/chief-executive-officer-ceo/4957142-1.html.

2 Drucker, 222.

3 Drucker, 213.

4 2004 Confidential Compensation and Operations Report of Association Executives Employed in British Columbia (Vancouver, 

BC: AMC, 2004). 

5 2010 Confidential Compensation and Operations Report of Association Executives Employed in British Columbia (Vancouver, 

BC: AMC, 2010).

6 Drucker, 213.



This booklet was adapted from the chapter ’10 Principles of Complementary 

Governance’ in ‘The Complementary Model of Board Governance’ book. If you 

enjoyed this booklet, you can learn a clear, cooperative, and comprehensive 

way to govern and manage your not-for-profit organization using the concepts 

outlined in this book.

In ‘The Complementary Model of Board Governance’ we cover building an 

effective partnership between the volunteer board and staff.

The Complementary Model of Governance outlines a policy-based model of 

governance and management that can be readily adopted within not-for-profit 

organization (NPOs)

The 10 Principles Are Only The Start

LEARN MORE

http://www.amcnposolutions.com/the-complementary-model-of-board-governance-ebook/
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can realize their vision, mission and strategic goals.
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