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Following the 2008 financial crisis, most non-for-profit 
organizations looked inward to preserve mission-critical 
programming and to weather the economic fallout. With a 
recovery now under way, the focus of the board of directors 
is beginning to shift out of survival mode and toward a vision 
of long-term sustainability and, in many cases, growth. This 
shift creates opportunities and challenges for leadership intent 
on delivering mission-critical programming within a fiscally 
responsible and transparent governance framework. 

The eighth edition of the National Board Governance 
Survey for Not-for-Profit Organizations provides insights into 
key issues at the board-of-directors level in 2012. Renewed 
focus, structural improvements and training are being tackled 
at varying degrees, along with key planning initiatives around 
strategy, enterprise risk management and reserves allocation.  
An increasingly important aspect of governance is reputational 
risk management due to heightened public and private scrutiny 
of the not-for-profit community. 

At Grant Thornton LLP, we are committed to providing 
insight on the industry’s best practices and supporting the not-
for-profit sector as it faces these challenges and opportunities. 
Our Not-for-Profit practice is one of the largest in the country, 
with over 40 partners and 400 professionals serving over 4,000 
nonprofit entities. Grant Thornton professionals are at the 
forefront of assisting clients with regulatory, tax accounting, 
business and governance developments in the not-for-profit 
sector. Please feel free to contact us with any questions regarding 
this survey or other matters. 

 

Frank L. Kurre
National Managing Partner
Not-for-Profit and Higher Education Practices

 

Foreword



According to  
the results from  
this survey,  
approximately  
half of respondents are  
confident with their  
programs and brand.
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The 2012 edition of the survey is based on responses received 
via an online questionnaire from 706 board members and 
senior management of higher education institutions; trade and 
professional associations; social and human service organizations; 
religious organizations; cultural organizations; health care 
organizations; and foundations.

Not-for-profit organizations are emerging from the recent 
economic downturn stronger than ever. Over the past four 
years, significant numbers of not-for-profit organizations 
have implemented new strategic plans, restructured their 
organizations and made their programs more efficient as they 
weathered the difficult economy. According to the results from 
this survey, approximately half of respondents are confident 
with their programs and brand. Fewer still are convinced they 
have achieved the right expense structure or that revenue is being 
maximized. Confidence in staffing, structure and communication 
is even lower, as the following chart illustrates. 

There are a number of possible explanations for lagging 
confidence, including continued fallout from the nation’s 
financial meltdown, and recent staff reductions and structural 
changes that may need more time to settle in. In some 
organizations, further work is necessary to distinguish 
themselves in the new competitive landscape. Whatever the 
reasons, we should see a rise in industry confidence as financial, 
operational and strategic activities gain speed and direction. 

Some nonprofits have maximized revenues, but there is still 
room for improvement. A majority of respondents believe their 
boards are effective at a high level, rating them a 4 or 5, with  
5 being the highest rating. Only about one in three boards 
perform annual self-evaluations, though. Self-evaluations help  
to provide a continuous feedback loop into the effectiveness 
of the governance process. When the board and management 
team feel they are fulfilling their roles, confidence within the 

Executive summary

Overall, how confident are you that your organization’s strategy* 

Delivers programs optimally 54%

Has a strong brand 48%

Minimizes/right-sizes  41%
non-program expenditures 

Optimizes the structure 40%

Maximizes revenue 38%

Optimizes staff levels 36%

Communicates with external 36%
constituents effectively 

None of the above 6%

*Participants were able to select more than one answer.



organization rises. Beyond self-evaluations, organizations also 
benefit when management, employees or other constituents are 
given the opportunity to rate the effectiveness of the board  
for upward feedback. 
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How do you rate your board’s effectiveness? 
(1 = Not effective, 5 = Very effective )

 1 – 3%

 2 – 11%

 3 – 28%

 4 – 44%

 5 – 14%

Does the board perform an annual self-evaluation?

 Yes  36%

 No  64%

Is your organization structured in a manner that enables it to 
optimally deliver on its mission?

 Yes  80%

 No  20%

Commitment to mission is also high among respondents.  
The vast majority (80%) of the surveyed not-for-profit 
organizations are structured to optimally deliver on their 
mission, reflecting strong focus on execution throughout the 
industry. On the other hand, one in five organizations do not 
optimally deliver on their mission, suggesting they lack the 
leadership and administrative capabilities to build and support  
an institution capable of meeting its mission. 
  



Board focus
In 2012, the focus of not-for-profit boards of directors is largely 
the same as it was in 2009. According to the survey, three issues 
continue to dominate board discussion: strategic planning, 
fundraising and effective programming. The economy, by 
comparison, is less of an issue because organizations have taken 
steps to correct problems. The 2012 data reveal a sharp increase 
of perceived focus on management performance, having roughly 
doubled compared to the 2009 survey. However, only about 
38% of respondents report that their boards are truly engaged 
in the issues at hand, leaving room for some board members 
to be more actively involved in the fiduciary and governance 
obligations of their roles. 

Board focus, structure and training
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What is the most important focus for your board today?

 2012 Board Governance Survey responses
 2009 Board Governance Survey responses

Strategic planning 27%
  30%

Fundraising 22%
  21%

Ensuring effective programs 19%
  19%

Management performance 9%
  4%

Planning beyond the  7%
economic downturn 8%

Protecting reputation 5%
  3%

Recession/economy 3%
  6%

Cash management 3%
  3%

Investment management 2%
  4%

Enterprise risk management 2%
  2%

What percentage of your board members do you believe are 
truly engaged?*

 Less than 25%  9%

 Between 25% and 49%  23%

 Between 50% and 74%  31%

 Between 75% and 99%  28%

 100%  10%

*Responses do not total 100% due to rounding. 



Committee structure
The board committee structure in 2012 is similar to that in 2009. 
The top three most common committees are the executive, 
finance and audit committees. According to our respondents, 
in 2012 fewer boards relied on executive and strategic planning 
committees than in 2009, which may indicate that some 
responsibilities are either being borne by the governance 
committee or spread among others. 

Board training
Training at the board level continues to be an important element 
of not-for-profit governance. A majority (70%) of not-for-
profits provide training to their boards at some level compared 
to 53% in 2009, an increase largely due to a sharper focus 
on governance development. Training in many other areas is 
down, however, suggesting that boards are shifting part of their 
focus from operational to governance issues to ensure adequate 
planning, accountability, and consistent management as well as 
cohesive policies, procedures, and processes. 
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Which of the following board committees does your organization have?* 

 2012 Board Governance Survey responses
 2009 Board Governance Survey responses

Executive committee  82%
  88%

Finance committee  82%
  83%

Audit committee  69%
  65%

Nominating committee  64%
  58%

Development/ 53%
fundraising committee  55%

Investment committee  43%
  42%

Program committee  36%
  39%

Compensation committee  34%
  35%

Strategic planning  25%
committee  32%

Governance committee  34%
  31%

Human resources committee 17%
  21%

*Participants were able to select more than one answer.

What type of training does your board receive?*  

 2012 Board Governance Survey responses
 2009 Board Governance Survey responses

Governance 81%
  72%

Financial 60%
  70%

Strategic planning 60%
  63%

Programmatic 40%
  56%

Industry trends 32%
  53%

Fundraising 40%
  51%

Regulatory 24%
  35%

Risk management 23%
  30%

Performance metrics 26%
  23%

Tax 8%
  21%

Technology 8%
  19%

*Participants were able to select more than one answer.



The uptick in governance training is widely attributed to 
an increase in public scrutiny afforded by the revised Internal 
Revenue Service Form 990. Form 990 asks a significant number 
of governance questions, driving not-for-profits to implement 
additional governance policies and protocols in order to be able 
to check the Yes box on the tax return. For example, having a 
separate audit committee, a whistleblower policy and a conflict-
of-interest policy are important check boxes on Form 990. 

Annual board retreats 
In addition to training, annual board retreats give directors and 
trustees a forum away from day-to-day pressures and allows 
them to focus on their organization’s mission and on the activities 
necessary to achieve that mission. Over half (54%) of survey 
respondents hold an annual board retreat, up seven percentage 
points from 2009. The state of the economy has forced boards to 
spend more time planning and strategizing to meet their mission. 
Boards also generally work closely with management and take 
time to review risk management issues. Those organizations that 
do not have a board retreat may want to consider planning one 
to properly vet the strategic cornerstones of their governance 
— multiyear budgeting, strategic planning, enterprise risk 
management and reserves planning. 
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Do you have an annual board retreat to discuss the strategy 
of the organization?

 Yes  54%

 No  46%



With a slow economic recovery under way, many organizations 
are shifting more of their focus to forward-looking planning 
activities, including strategic planning, enterprise risk 
management and reserves planning.

Strategic planning
Strategic planning is the main focus of the boards at one in four 
nonprofits, according to our respondents. Most boards have a 
strategic plan in place (87%), but that plan means different things 
to different organizations. For some, strategic planning is a once-
in-every-five-years exercise that loses relevance over time. Plans 
designed before the onset of the recession may not be valid any 
longer. For others, strategic planning is a response to a problem 
rather than a proactive tool to avoid problems in the future. 
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Strategic governance cornerstones

Does your organization have a strategic plan?

 Yes  87%

 No  13%

Leading organizations see strategic planning as a framework 
for moving forward. A rolling three- to five-year strategic 
planning process is the best way to capture changes in goals and 
risk as they unfold. As the current year drops off, a new year is 
added to the back-end of the planning process. Once finalized, 
the strategic plan should be embedded in the budgeting process 
for annual and multiyear capital and operating budget purposes. 
In this way, the strategic planning process and the plan itself 
becomes a dynamic document constantly being revisited, reviewed 
and revised in a changing environment. All units within the 
organization are able to move in the same direction and toward 
the same goals, and the management team’s strategies are aligned 
with the governing board. Successful strategic plans involve 
both the board of directors and senior management working in 
partnership to develop, implement and monitor the plan. When 
self-evaluations feed into the strategic planning process, issues are 
more easily identified and dealt with in real time. 

Leading organizations 
see strategic planning  
as a framework for 
moving forward. 



Among those organizations with strategic plans, most believe 
their plans are adequate, current, enterprise-wide and integrated 
with operations. All constituents within an organization — 
from the board and senior management to employees, donors, 
volunteers and clients — should take part in the planning 
process for greater buy-in and better outcomes. Organizations 
are looking for balanced perspectives among constituents. 
When all constituencies are heard and decisions are made based 
on organization-wide input, blind spots may be averted and 
priorities appropriately targeted.

Sustainable growth is more focused on long-term 
stewardship of the organization and on making decisions that 
will benefit the organization over time. Short-term decisions 
must not adversely affect the long-term viability of the 
organization. For example, competition among colleges and 
universities for full-pay students and donations is significant. 
Institutions of higher learning with a strong brand and cutting-
edge technology have more stable access to students and donors 
over time than those without similar assets.

Although common to for-profit organizations, only one in 
three not-for-profits (37%) update their strategic plan annually, 
and less than one in three organizations maintain the optimal 
three- to five-year rolling strategic plan. In the not-for-profit 
community, strategic planning is often not an annual process, 
with 44% of respondents updating their strategic plans every 
two or more years. Furthermore, one in 10 respondents either 
did not know or were not aware of a strategic plan in place at 
their organization. 

When it comes to planning strategy, not-for-profit 
organizations are similarly focused on organizational 
effectiveness and sustainable growth. Organizational 
effectiveness relies on providing the most efficient and effective 
program services to the greatest number of constituents. With 
cutbacks in government and donor funding in certain subsectors, 
many organizations have had to cut some of their general and 
administrative expenses to sustain their core programs. In some 
cases, organizations have even reduced or eliminated non-core 
programs to focus on their primary mission and programs. 
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Please indicate if your plan is...*

Adequate for your  68%
organization’s needs 

Up-to-date 65%

Adopted across the  63%
entire organization

Reflected in bottom-up  50%
operational plans

Not applicable 7%

*Participants were able to select more than one answer.

What are the main objectives of your organization’s strategy?*

Organizational effectiveness 79%

Sustainable growth 78%

Improved constituent  60%
services 

Strengthened competitive  43%
position

Other 18%

*Participants were able to select more than one answer.

How often is your strategic plan updated?

 Annually  37%

 Every two years  13%

 Infrequently  31%

 First one or first in many years  9%

 Don’t know  6%

 Not applicable  4%
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These results seem to indicate that many nonprofit 
institutions need to work on changing the mindset and 
emphasizing strategy on a continuous basis. Moving from a 
multiyear to annual strategic planning process must be driven 
by leadership. According to our results, in three out of four 
organizations (73%), the primary driver of the strategic planning 
process is the CEO/president or executive director, often in 
conjunction with the management team or governing board. 
Most not-for-profits do not have a separate strategic planning 
committee made up of members of senior management and/
or the governing board. In general, more can be done to make 
sure that both senior management and the governing board are 
engaged and aligned in the strategic planning process. 

Who is responsible for developing the strategic plan?*

 CEO/president/executive director  73%

 Management team  63%

 Governing board  61%

 Other  11%

*Participants were able to select more 
  than one answer.

Enterprise risk assessments
Enterprise risk assessments are performed at one of every 
three organizations who responded to this survey. Among 
these, less than half (46%) update their assessments annually. 
Without annual updates, an enterprise risk assessment can 
become outdated quickly and is less reliable. Similar to strategic 
planning, enterprise risk management should be a dynamic 
process that continuously assesses and monitors the risks an 
organization is facing. 

Have you performed an enterprise risk assessment?

 Yes  30%

 No  70%

If yes, how often do you refresh your risk assessment?

Annually 46%

Infrequently (> every two years) 18%
 
Every two years 15%

This is our first 14%

Don't know 7%

Insurance is a subcomponent of enterprise risk management 
and should be regularly evaluated for premiums, coverage, limits 
and the need for any additional umbrella coverage. Our survey 
revealed that about the same number of organizations regularly 
review their need for directors’ and officers’ (D&O) insurance 
as those that do not. Over 35% of nonprofits carry D&O 
insurance of $1 million to $2 million, while some of the largest 
organizations have D&O insurance of up to $25 million. 

Does your board regularly review the organization’s need for general 
liability and D&O’s liability insurance?

 Yes  51%

 No  49%



There is no general rule of thumb for how much D&O 
coverage to carry. The dollar amount of liability coverage should 
be based on the risk profile of the organization, with higher-
risk organizations carrying more insurance than lower-risk 
organizations. Board members should also consider additional 
coverage in the form of a blanket (or umbrella) liability insurance 
policy. These relatively inexpensive policies further protect 
the board members in the event of a lawsuit in which they are 
personally targeted.
 

10  2012 National Board Governance Survey for Not-for-Profit Organizations

What is the dollar amount of your D&O’s liability insurance?

 Less than $1M  14%

 $1M–4,999,999  37%

 $5M–9,999,999  15%

 $10M and above  18%

 Not available  16%

...over half of the 
survey respondents 
continue to carry  
six months or less  
in reserves.

Reserves planning
Protecting an organization from unexpected events, economic 
uncertainties or lean funding periods with adequately 
accumulated reserves is a critical element of governance. The 
old rule of thumb for reserves — setting aside six months to a 
year of operating expenses for a rainy day — proved to be an 
inadequate safety net when the economy entered a recession that 
lasted much longer than the set-aside period. As a result, many 
organizations went through very difficult times with significant 
staff and program reductions. Despite these realities, over half of 
the survey respondents continue to carry six months or less in 
reserves. Moreover, organizations are evenly split on the need for 
defining and maintaining a formal reserves policy. 

For how many months would your reserves be able to cover 
operational expenditures?

 Less than 1 month  2%

 1–3 months  25%

 3–6 months  25%

 6–12 months  28%

 12–36 months  16%

 36–72 months  2%

 More than 72 months  2%

Has your organization defined a financial reserves policy?

 Yes  49%

 No  51%
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Many nonprofits are feeling the pressure to right-size their 
reserves allocations relative to the level of risk undertaken due to 
donor, government and charity watchdog scrutiny. Too much 
funding in reserves may mean too little funding being allocated 
to mission-critical programs, a reality that may threaten the 
organization’s sustainability. Organizations without a defined 
reserves policy would benefit from knowing what the right level 
of reserves should be relative to risk, and from having a plan in 
place for getting to their targeted reserves level.   

Among those organizations with a formal reserves policy, 
63% see additional room for improvement within the policy. 
Some organizations may have only a verbal policy. Others may 
have a written policy designed by management but not approved 
at the board or committee level. For others, the existing reserves 
policy may need to be broadened to take into consideration 
specific funding vulnerabilities, the likelihood of achieving 
reserve contribution targets under what-if scenarios or other 
factors, including the following:

•	 mission	and	long-term	plans	or	strategies;
•	 specific	industry	subsector	risks;
•	 corporate	structure;	
•	 physical	plant	investment;
•	 debt	structure;
•	 current	and	future	commitments;
•	 funding	sources;
•	 program	types;
•	 self-insurance;	and
•	 workforce	compensation	and	benefits	issues.

Do you believe there are opportunities to improve upon your 
organization’s reserves policy?

 Yes  63%

 No  37%

In order to afford greater attention to governance issues, it 
is critical to maintain adequate levels of reserves. Boards and 
management teams should establish a formal reserves policy that 
clearly articulates a funding level for sustainability. This policy 
should also be approved by the governing board. Management 
should also consider establishing a comprehensive reserves plan 
linked to the annual operating and capital budgeting processes 
as well as the strategic plan. The formalized policy should be 
communicated to both internal and external constituencies as 
justification for why specific funds have been placed in reserves.

Once in place, reserves policies should be updated annually. 
Our survey revealed that only 22% of organizations currently 
do so. A similar number (24%) update their policy infrequently 
(e.g., every 10 years). This indicates that among institutions with 
a reserves policy, a large number do not adjust the policy for 
changes in risk on a regular basis, and may be missing out on 
the primary benefit of a risk-based reserves policy.  Similar to 
multiyear budgeting, enterprise risk assessments and strategic 
planning, reserves policies should be dynamic documents that 
need to be revisited on a consistent and continuous basis. All 
four planning elements — budgeting, enterprise risk assessment, 
strategic planning and reserves policy — should be part of a 
continuous process. 

How often is your reserves policy updated?

 This was our first  5%

 Every two years  6%

 Annually  22%

 Infrequently (more than 
 two years)  24%

 Don’t know  43%



Functional expense allocation 
Reputation risk is of growing importance to the not-for-profit 
community due to increased financial and operational scrutiny 
by the public and private sector. A key ratio to watch is the 
functional expense allocation between programs, administration 
and fundraising. Measuring and monitoring the functional 
expense allocation is not a universal practice among nonprofits. 
Only 56% of the surveyed organizations have reviewed their 
functional expense allocation methodology in the past year. 
A functional expense review provides information about how 
effective the organization is in fulfilling its mission. Donors, 
government grantors and charity watchdogs rely on this key 
metric to assess the health and mission success of nonprofit 
organizations. About 30% of surveyed organizations have not 
revisited how they allocate expenses within the past three years 
and are at greater risk if related expenses are allocated incorrectly. 
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Reputational risk management

When was the last time your organization reviewed its functional 
expense allocation methodology?*

 Within the past year  56%

 1–2 years ago  14%

 3–5 years ago  5%

 More than 5 years ago  8%

 Don't know  18%

*Responses do not total 100% due to rounding. 

At a minimum, organizations should consider the 
following on an annual basis: allocation of salaries; fringe 
benefits; consulting expenses; depreciation expense; program 
expenses; and interest expenses. Also, the methodology used 
to calculate occupancy expenses and nonrecurring expenses 
should be regularly reviewed. This type of review can be 
particularly important in measuring the effectiveness of expense 
reductions on non-core programming and supporting services. 
Organizations that successfully undertake these measures should 
see improvements in their program ratio. 

Assessing functional expense allocations and related 
methodologies may provide support for why expense ratios are 
changing or identify areas that need improvement. For example, a 
not-for-profit organization may be using a 20-year-old outdated 
occupancy expense allocation methodology on square footage 
on a space that it no longer occupies. As a result, the entity may 
report a functional expense ratio very different from reality. 

Organizations with higher program ratios are in a stronger 
competitive position to attract funding and meet their mission. 
They demonstrate efficiencies by operating with low overhead 
costs. For example, an organization with a program ratio of 90% 
has a competitive advantage over an organization serving similar 
constituencies with a 65% program ratio. In such a scenario, 
donors would rather choose to support a nonprofit organization 
that allocates 90 cents of every dollar to various programs over  
a peer institution that allocates only 65 cents.

Measuring and monitoring the 
functional expense allocation 
is not a universal practice 
among nonprofits. Only 56% 
of the surveyed organizations 
have reviewed their functional 
expense allocation methodology 
in the past year. 
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Board independence
Roughly half of reporting organizations include their CEO on 
the board of directors, and roughly half of the CEOs who serve 
on nonprofit boards are voting members. The IRS requires not-
for-profits to report both their total number of board members 
and the number of independent board members (i.e., volunteers 
who do not receive payment from the respective institution as 
an employee or vendor). As a result, boards may try to limit the 
number of nonindependent board members to their CEO to 
avoid criticism over lack of board independence.

If yes, is your CEO a voting member?

 Yes  50%

 No  50%

Is your CEO a member of the board of directors?

 Yes  52%

 No  48%

Conflict of Interest
Annual conflict-of-interest surveys are circulated and signed by 
92% of governing boards and 52% of senior management teams, 
according to our respondents. Few volunteers are required 
to sign conflict–of-interest statements. Board members and 
committee members, regardless of their role on the board of 
directors, should be signing conflict-of-interest statements, as 
should all individuals with purchasing or hiring power within 
the organization. Some nonprofits are also beginning to require 
vendors to sign such statements, a practice expected to increase. 

Does your organization circulate annual conflict-of-interest statements 
for signature to any of the following?*

Members of the governing board 92%

Senior management 52%

Members of committees,  38% 
whether or not these individuals 
are board members 

All employees 31%

All management 27%

Volunteers 6%

*Participants were able to select more than one answer.



Does your board formally approve Form 990 prior to filing each year?

 Yes  74%

 No  26%

Often the board of directors or audit committees are  
the final arbiters on conflicts of interest. Arbiters are part of 
a process for evaluating potential conflicts and deciding on a 
course of action. Some organizations may have a policy where 
the audit committee first vets an issue. If unresolved at the audit 
committee level, the issue may go to the full board of directors 
for consideration. Other organizations may send board-level 
conflicts through a board arbiter process, and employee-level 
issues to senior management. 
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Who is the final arbiter of a conflict of interest?*

 Board of trustees  47%

 Audit committee  17%

 Legal counsel (internal or 
 external)  16%

 President/executive director  11%

 Other  10%

*Responses do not total 100% due to rounding. 

Form 990 approval
Three out of four boards (74%) formally approve Form 990  
prior to filing with the IRS each year. This finding may 
reflect that some organizations have delegated approval to 
subcommittees, such as audit or finance. Organizations are 
required to check a box on Form 990 as to whether their 
board of directors or a committee has reviewed the return 
prior to filing. Although formal approval is not a requirement, 
organizations that check the box indicating that Form 990 has 
not received formal approval at the board or committee level  
risk increased IRS scrutiny, and may also be perceived as lacking 
an important governance process. 
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Internal audit function
Fewer than half of responding organizations rely on an internal 
audit function. Knowing when an organization is large enough 
or complex enough to benefit from an internal audit function 
is not always clearly delineated. Some organizations adopt an 
internal audit function after attaining a certain revenue or asset 
threshold. Others establish an internal audit function because of 
their risk profile — the more complex and significant the risks, 
the greater the need for an internal audit function. There is no 
hard and fast rule, but generally the largest organizations do have 
internal audit departments, while others establish or outsource 
such functions as needed. 

Do you have an internal audit function at your organization?

 Yes  39%

 No  61%

Among the organizations that rely on internal audit, 40% 
utilize internal staff only, 18% outsource the function, and 
42% use some combination of internal and external sourcing. 
A co-sourced internal audit function is a good development 
in environments where resources are limited. This type of 
arrangement allows internal audit staff with institutional 
knowledge and an understanding of key organizational risks  
to engage specific external subject matter experts to fill 
knowledge gaps. 

If yes, how is the internal audit function staffed?

 Internal staff only  40%

 Internal staff and some outsourced 
 resources  42%

 Outsourced only  18% 



 Not-for-profit sector confidence is on the rise as the focus and 
attention of boards becomes more forward looking. Individual 
organizations are expected to benefit from the increased focus 
on management’s abilities and from the use of self-evaluations, as 
our survey findings revealed. With less time spent responding to 
economic pressures and more time dedicated to governance issues, 
not-for-profits may now have greater capacity to move toward 
an annual planning process for multiyear budgeting, strategic 
planning, enterprise risk assessment and reserves allocation. 

The 2012 edition of our survey demonstrates that 
commitment to mission is paramount among not-for-profits, 
and that planning for operational efficiency, sustainable growth 
and competitive positioning are some of the main strategy 
drivers at the board level. Strategic plans, widely viewed as the 
blueprint for moving forward in an uncertain environment, are 
in place to some degree at most organizations. By comparison, 
though, only one-third of organizations have completed an 
enterprise risk assessment, and even fewer maintain a formal 
reserves policy. These areas demand greater attention in an 
environment where reputational risk is high. Reputational risk 
management is beginning to get its due as organizations move 
to assess and monitor key performance ratios, track conflicts of 
interest and board independence issues, and shore up internal 
audit capacity. 

In all of these areas, the concept of governance in the 
nonprofit world continues to evolve, forcing a more informed 
response from an actively engaged board, particularly  
around strategic planning, fundraising and programming.  
An appropriate governance response limits the risk of heightened 
IRS scrutiny and constituency discontent, and allows the board 
greater latitude to focus on the types of long-term stewardship 
issues that best keep operations and mission aligned.    
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Conclusion
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About the survey
The eighth National Board Governance Survey for Not-for-
Profit Organizations is published by Grant Thornton’s  
Not-for-Profit practice. Responses to the web-based 
survey were received in 2012 from 706 board members and 
senior management of higher education institutions; trade 
and professional associations; social and human service 
organizations; religious organizations; cultural organizations; 
and health care organizations and foundations. The survey  
is not intended to answer specific questions or suggest  
suitability of action in a particular case.

We would like to thank all of the respondents for taking the 
time to complete our questionnaire. The survey would not be 
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