Demystifying Policy Governance

This article is about beginning to demystify Policy Governance-separating perception from reality and uncovering real pitfalls.  This article is not intended to cover every aspect of Policy Governance.  However, it is intended to provide an overall perspective and shine a light on some aspects that cause confusion.  Even the most passionate advocate of this governing system will gain added insight and perspective and that even the most passionate skeptic will find a place to be with it! 

A tool for owner accountability

To begin, Policy Governance is fundamentally a tool, designed to satisfy a specific purpose.  When you view a tool with regard to the work it was designed to facilitate, the tool makes sense.  A tool makes best sense if you are clear about the work it does. 
Policy Governance was specifically designed to ensure that an organization produces value for its owners, consistent with owner interest.  It was designed to satisfy an organization's accountability to its owners.  The Board of Governors is the owners' agent, entrusted with seeing that the organization has produced specified value within ethical and prudent guidelines.  Thus the board's focus is to think and operate in a manner consistent with what it is to own the organization-distinct from thinking and operating in ways that are consistent with what it takes to effectively run the organization.  This is a subtle distinction in thinking yet one that produces a significant shift in the board's ability to be accountable to the owners.  Owner accountability is a critical factor in cooperative success.  Being accountable to owners is solely the board's responsibility.  Policy Governance is fundamentally a tool designed to focus the board on its accountability to owners, distinguishing that work from other work it could be doing for the organization. 

Thus, when Policy Governance is seen from the perspective of satisfying owner accountability, understanding and using its precepts makes sense.  When a board thinks and operates from the standpoint of owning the organization, points of confusion can easily be clarified.  Boards gain insights and an ability to create ways of working with Policy Governance.  The context is decisive!  Currently, Policy Governance is known for empowering management and for ensuring performance.  It allows the board to focus on and define the future while being assured current operations are going well. It clarifies board and management responsibilities, allowing the organization to meet board-stated priorities.  Policy Governance has shown itself to be the tool for strengthening the board/CEO relationship.  Enhancing the working relationship between the board and CEO has reaped positive benefits for organizations, especially those that have dealt with internal conflict or confusion about the roles of Board and management. 

However, when viewed primarily from this purpose, other important aspects such as owner linkage and defining parameters of executive activity (Executive Limitation policies) can be overlooked.  Let's explore these areas of possible confusion through the lens of owner accountability. 

Owner linkage

As a whole, communicating with a large constituency is a daunting task, and it often is put off or not adequately addressed. It's an area that boards say they need to work on but lack clarity around how to accomplish.  How do boards link with owners? 

Certainly, finding out what others have done is useful.  However, if a board begins by being clear about what it is out to accomplish in its role as the owners' agent, it can resolve a lot of questions on its own.  This first requires distinguishing "linkage." 

"Owner linkage" is a specific concept in Policy Governance identifying the connection between the board and the group to whom the board is accountable, the owners.  From the view of communicating with someone you are accountable to, what would you need from them and what would they need from you?  You'd likely need to know what they expected.  They would want to know that their expectations were met. 

Now factor in that the group you are communicating with, the organization owners, may not know or agree on what you are reporting.  You'd then want to educate them on 1) your role, 2) what you need from them, 3) what and when they can expect to hear back from you.  This then encompasses owner linkage, the board's relationship with owners, and satisfies the board's owner accountability.  From there, the board can create how to satisfy its link with its owners.  The primary focus of owner linkage is the communication between the owners and the board as the owners' agent.  This linkage is distinct from other relations the organization may have with owners, such as their benefits, educating them on the organization values, membership drives, etc.  Now, the board may be interested in getting owner input via owner linkage activities about the underlying values that will shape these other relations.  This owner input would then inform board discussion in crafting policy to empower those other relations to owners. 

The important point here is that by viewing its relationship to the owners from the perspective of owner accountability, the board clearly knows what relationship will satisfy its accountability to owners, distinct from any other relationship with them.
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