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Introduction

A) Asserting a Civic Engagement Bias

The purpose of this paper is to lay the foundations for an informed governance discussion within Santropol Roulant (SR).  Although SR has developed into a highly successful non-profit organization (NPO), delivering low-cost and nutritious meals to dozens of isolated Montreal residents, an internal governance review process has been initiated to ensure the long-term vitality of SR as a community institution.    

Governance can be broadly defined as the processes and structures through which: 1) stakeholders articulate their interests; 2) decision-making authority is distributed and exercised; and 3) decision-makers are held accountable in the pursuit of an organization’s mission.  Governance is both an explicit and implicit exercise that extends beyond written legal parameters (statutory requirements and organizational bylaws) to embrace the construction of everyday relationships.

Often forgotten in the complexity of NPO governance discussions is the simple fact that  individual participation in associations like SR builds a healthier democratic society.  SR is not simply a meals-on-wheels service provider – it is also an educational vehicle.  To varying degrees and in different ways, the SR’s interactive processes (from kitchen work to committee meetings to meal delivery) teach its staff, volunteers, board members and clients the basics in active citizenry.  Civic competence and engagement is at the core of pluralistic democratic theory, which presupposes the citizenry’s ability to form associations and to aggregate their interests.
  Thus, whether acknowledged openly or not, SR is laying the groundwork for political equality simply by virtue of its existence as an association.

In his foundational analysis of U.S. democracy, Alexis de Tocqueville famously emphasized how associations connect people “however they may be naturally kept asunder by age, mind, and fortune”.
  While meal delivery may be the operational focus of SR, promoting intergenerational connectivity and bridging the gap between disaffected demographic groups is also a central organizational objective.  As SR’s current Executive Director argued in a recent position paper: “Youth-driven solutions and initiatives in the voluntary sector are crucial to a long-term goal of an engaged and conscious citizenry and healthy third sector in Canada.”
  Thus, any discussion of renewed SR governance structures ought to recall the organization’s crucial function of developing more competent and participatory human beings. 
B) Structure of the Paper

The paper will be subdivided into the following sections: Part 1 will situate the governance discussion by recounting the history of SR, from incorporation, through transitional growing pains until its emergence as a more systematic and mature NPO.  After discussing the broad trends affecting the voluntary sector, Part 2 will highlight the landscape of voluntary sector governance issues, focusing on the political context and discourses in which corporate governance in the “third sector” has arisen.  Part 3 will then explore the various legal vehicles (beyond the chosen non-profit corporate form) through which SR might have decided to organize itself, notably the charitable trust, the cooperative and the unincorporated non-profit association.  
Acknowledging SR’s particular interest in the corporate structure, Part 4 will distinguish the for-profit and non-profit corporate logics.  Part 5 will examine SR’s current “hybrid traditional” governance framework through the lens of other governance models, focusing especially on the existing relationships between SR’s Board of Directors (BoD), and management.  Part 6 will build on this discussion by critically re-evaluating the purpose and importance of SR’s membership, focusing on the ways in which NPO membership might be better understood as an exercise not in corporate shareholding but in enhanced citizenship.  In this vein, broader SR stakeholder participation is also examined as part of the “messy, consultative democracy” versus “efficient and effective” decision-making debate.
At the end of this exercise, the SR Governance Committee will have a document that:

· Situates SR as a corporate entity within a complex web of relationships: stakeholders, government, the private sector, and the broader NPO community

· Speaks to the different constituencies that are actively engaged with or affected by SR: clients, volunteers, donors, management, directors and the local community

· Assesses the legal relationships between SR’s management (officers), BoD, and  membership

· Highlights the different (and often competing) value sets that might inform NPO governance renewal, including:

· Efficiency and manageability 

· Participatory decision-making, cooperation, and civic engagement

· Public trust: accountability, disclosure, and transparency

· Continuity and stability 

· Points to different possibilities for SR governance innovation

Part 1 - The History of SR

A) An Idea Transformed into Incorporation

In 1994, two young waiters at the venerable Montreal institution, Café Santropol, came upon the idea of delivering their community’s warmth, trust, and a sense of belonging to isolated members of society.  Keith Fitzpatrick and Chris Godsall, with the endorsement of Café co-owner Jim Solkin, successfully pitched their meals-on-wheels concept and contracted a $160 000 Youth Service Canada grant from Human Resources Development Canada.  With funding approved in April 1995, the three men accepted HRDC’s recommendation to incorporate as an NPO under the federal Canada Corporations Act (CCA) in order to create the legal entity that governmental funding required.  On May 31, 1995, Santropol Roulant Inc. was legally born as a corporation without share capital, after being issued its Letters Patent (Ministerial permission to incorporate) by the federal Minister of Industry.  It subsequently registered as a charity under the federal and provincial governments.

As a condition of non-profit incorporation under the CCA, SR defined in its application the objects of the organization:

1. To provide a community, non-profit, food delivery service to persons experiencing a temporary or permanent loss of self autonomy;

2. To provide quality, nutritious and balanced meals to needy recipients;

3. To provide other programs from time to time to relieve poverty and assist needy or incapable persons in the community.

SR’s unique combination of bicycle meal delivery, isolation reduction, and youth employed (mandated by the HRDC grant) unwittingly struck a chord with contemporary intergenerational social services literature.
  With the two founders coordinating the energies of twenty-two “at risk” youth and connecting them to citizens suffering from a loss of autonomy, SR quickly became the Plateau’s poster child of community-building organizations.  SR emerged as one solution to the government’s fiscally restrained home care services, cooperating with provincial social service agencies to help feed Montreal’s elderly, sick, and disabled.  

Eight years and some 200 000 meals later, SR has trained over 1100 volunteers and given 150 youth meaningful employment.  Along the way, it has developed local credibility and national reputation (an identity), earning the Globe and Mail’s nomination as "One of Canada's 10 Best-Run Charities", the prestigious Peter F. Drucker Award for Nonprofit Innovation, and the Teleglobe Award for Community Service.    

B) Growing Pains at SR: The “Jeans to Jackets” Transition 

As SR’s profile grew, so did the budgetary, staff and volunteer resources expand, leading eventually to the first governance challenge faced by the organization. Although SR’s initial HRDC grant was renewed, it progressively decreased in size over a four-year period.  While different (and less lucrative) federal funding sources were accessed, SR increasingly turned to local Anglophone foundations and corporations for support.
  As well, SR changed or adopted certain programs to tap into project-oriented funds.  By the 2000-2001 fiscal year, SR’s budgetary revenues had risen beyond $400 000, and for the 2003-2004 period they have reached $600 000.  

Along this path of financial growth, SR experienced what the Institute on Governance would label a “jeans to jackets” transition.
  Several factors contributed to SR’s progressive shift from a less formal way of delivering community service to a more systematic approach towards day-to-day management and governance:

1. Leadership Burnout and Replacement Difficulties – When the exhausted original co-founders departed within a year of each other in 1998, they were replaced by a former SR staff member who passed away the following year.  This created a management leadership vacuum, resulting in the emergency return of one co-founder to establish and oversee an external hiring process.  At this point in SR’s evolution, the BoD was highly involved in the organization’s management (as is common in fledgling NPOs), and the entire hiring process was coloured by factionalism and a lack of BoD participation in the hiring process.  In sum, SR’s first leadership transition was a rocky one.

2. Accounting Crisis – Related to the transitional leadership vacuum, and due in large part to an overall lack of formal documentation procedures, SR ran into debt problems in 1998.  Operating without any accounting system, SR discovered that it owed tax and employment benefit monies to the federal government.  The BoD dealt with this liability by obtaining a consolidated loan from the Montreal Community Loan Fund, for which the directors personally assumed financial risk.  

3. High Staff and Volunteer Turnover – Another factor affecting the overall stability of SR was the constant changing of personnel.  This was due, in large measure, to the federal grant requirement that youth employees not be re-hired after a defined period.  The constant process of training and re-training hindered the development of organizational memory, precluded long-term, trust-based relationships between board members and staff, and contributed to the lack of documentation management.      

C) Emerging From Crisis Transition to Systematic (Pre-meditated) Transition

All of the above factors contributed to the maturation of SR’s governance regime.  SR developed into an NPO where the BoD’s role became distinguished from the role of the management.  Instead of complementing and overlapping staff efforts, the BoD began to define a distinctive and supplementary role in relation to the management.  More formal governance systems began to emerge.

Through the new hiring policy, the BoD chose a new Executive Director to lead SR’s management.  Although this individual left in 2000 for health reasons, an acting ED was put in place and the BoD assumed full responsibility over the hiring process with management input.  In 2001, the current Executive Director, Vanessa Reid was hired and the SR governance processes were further consolidated. 

A formal accounting process was instituted, and SR commissioned the services of an external accountant to produce an annual financial statement.  This year, in response to the demands of Centraide (a key funder), SR has commissioned a full audit.  Furthermore, a Finance Committee, a Human Resources Committee, and a Governance Committee were established.  Clearly, there was a transition towards BoD accountability, a greater recognition of its legal responsibilities, and a more detailed articulation of its long-term policy role.  In this latter regard, the BoD has recently assumed the task of developing (with management input) the organization’s harassment policy and a client confidentiality policy.   

Another part of the transition toward institutional stability was achieved by shifting away from an unsustainable situation of staff transience to a more permanent management team.  Core staff positions were created, including a volunteer coordinator, a kitchen manager, a fundraising director, an intergenerational project director, a client manager, and a strategic planning director.  Once individual responsibility for specific duties was solidified, the management core was able to create group cohesion, foster better information sharing, and engage in a conscious team effort with the BoD to deal with further transition.
 

Reporting mechanisms from management to the BoD were instituted to help the tri-annual (regular) board meetings.  In addition, monthly Executive Committee meetings were established where 4 board members meet with core staff to prepare for regular board meetings, and to ensure more consistent updates from “on the ground”.  

Finally, a “strategic planning process” with two-year goals was initiated to ensure board/management collaboration on issues of internal management systems (including policies and guidelines), governance, funding, and program development.  This process, which has involved consultation with other NPO organizations, typifies the systematized manner in which SR management and board members are approaching governance.

Part 2 -  Background: The Landscape of Voluntary Sector Governance Issues

A) Introduction

The lack of systematic research into NPO governance is linked to the fact that only recently have such collective activities been considered important enough to warrant the status of a “third sector”.
  Of course, this designation retains all of the problems inherent in distinguishing between the other two sectors, the public (government) and private (the market).  No bright line can be drawn between the two, and adding a “third sector” only complicates matters.  The challenge of defining a voluntary or “third sector” in any meaningful way relates also to the variety of organizational purposes and structures that exist.  The federal government’s attempt to differentiate voluntary sector organizations (see Box 1) speaks to the above mentioned difficulties.


Although quantitative estimates of Canada’s NPOs and registered charities vary, recent studies indicate that their combined total amounts to over 175 000.  According to the 1999 Broadbent Report, the voluntary sector employs 1.3 million Canadians, roughly 9% of the country’s labour force and pays over $40 billion annually in salaries and benefits.
  Between 1991 and 1999, the charitable sector grew by 26.4%.
  Some scholars have asserted that the growth of the voluntary sector signals 

an “associational revolution” as important as the rise of nation states in earlier centuries.
 
Although Canadians annually donate an estimated 1 billion person-hours to voluntary activities (equivalent to more than 500,000 full-time jobs)
, the latest statistics available from the 2000 National Survey on Giving, Volunteering and Participating indicates overall declines in the percentage of citizens volunteering and the total number of volunteer hours.  Similar trends were found in terms of youth volunteering, which accounted for a total of 154 million hours - nearly 15% of all volunteer hours.  Only 29% of youth volunteering in 2000 (down from 33% in 1997), giving an annual average of 130 hours each in 2000 (up from 125 hours in 1997).



A) Politicizing the Voluntary Sector

The relevance of the above statistics is often translated through such ideologically charged concepts as “social capital”
 and “social cohesion”
.  Although both concepts speak to the decline of cooperative norms, volunteer networks and civic engagement, they collide in their policy prescriptions that alternately emphasize the importance of the welfare state or volunteer sector revitalization through individual action (freed from the shackles of the welfare state).
  


Given the context of government social service cutbacks (program review) during the 1990s, the so-called “rise of the third sector” has been understood by some to be part of an “elitist neo-conservative campaign to dismantle the welfare state and constrain democratic decision-making”.
  From this perspective, the exponential growth of the voluntary sector is part of a “small” government agenda, whereby formerly governmental responsibilities are devolved to “less bureaucratic” and “more responsive” organizations.
  For its part, the federal government has responded to these political currents by establishing the Voluntary Sector Initiative (VSI), to strengthen the sector's capacity, to enhance its relationship with the sector, and to improve the legislative and regulatory environment within which the sector operates.
  
C) Corporate Governance as an Emerging Issue

Regardless of one’s political stance on the voluntary sector/welfare state relationship, the rise of private organizations (both for-profit and non-profit) has undeniably heightened the salience of corporate governance issues.  While reference to such matters is by no means original
, the highly publicized scandals at Enron, Worldcom, and the Canadian Red Cross have served to raise the public profile of governance issues across all sectors.  

Indeed, Canada’s volunteer sector has responded to public opinion, in particular through the recently published Broadbent Report, commissioned by a group of Canada's major national voluntary organizations and coalitions.
  The Report recommended for all NPOs and their Boards a “good practice guide” as the basis of a governance code.  This new governance standard would require organizations to look more closely at their internal management and governance structures, their planning, evaluation and financial management protocols, and their public disclosure practices.  

However, given the broad nature of the Report’s recommendations
 and its lack of distinction between different types of corporate NPOs, the specific applicability of the “good practice guide” to an SR context is limited.  Before examining the notion of “good governance” however, it is appropriate to engage in a brief discussion of the different organizational forms NPOs could choose to adopt.

Part 3 - Choosing a Legal Model: SR’s Corporate Decision

A) Introduction

There exist many different legal vehicles through which collective action can be organized.  Although most Canadian NPOs take the form of corporations, the provision of goods and the supply of community services (whether for-profit or not) can be achieved through other mechanisms.  The question that each NPO must ask itself is: What is the most effective legal form to achieve its social service and governance objectives?  As the discussion below highlights, it is not true that the corporate model provides the only (or optimal) starting point.  However, the limited liability protection gained through incorporation is unmatched by other models, effectively limiting SR’s choice as a complex and relatively well-funded organization.

B) Charitable Trust

The charitable trust is the oldest common law vehicle for non-profit organizations, although it is less popular today due to lack of familiarity with the form and uncertainty about the rules associated with it.  A trust is “a property-holding institution in which a trustee holds property for the benefit of one or more beneficiaries.  The trustee is subject to a range of onerous obligations which ensure the benefit of the property accrues to the beneficiaries…”.
  The first disadvantage is that the law governing trusts is complex and informed by the history of property law (not by a modern policy goal of facilitating NPO organizational law).  Consequently, the form is not well suited to many modern transactions.  The second disadvantage is that trustees (directors) are held to a higher standard of fiduciary responsibility than corporate directors.  For these reasons, trusts are most commonly employed in the areas of long term financial and land ownership management.

B) Co-operative

The co-operative, in existence since the early 19th Century, is unique insofar as members voluntarily own and control the organization, while simultaneously using the good or service that it provides.
  This dual “investor/patron” model has been employed in the context of day cares, grocery and outdoor adventure equipment retailers (MEC), credit unions (Caisse Populaire), and agricultural marketers (e.g. Sunkist oranges).  Although most co-operatives are businesses (operated on either a non-profit or cost basis), there is no reason to suggest that social service NPOs such as SR could not have initially chosen to be organized in this manner.  

There appear to be two problems with the cooperative model.  First, although a cooperative has legal personality, there would appear to be no limited liability for its members.  Second, given that SR received its federal start-up grant on the basis of being non-profit entity, a non-distribution constraint prevents it from distributing earnings or operating profits to fiduciaries or members.
  Thus, the “distributive” cooperative model would appear not to mesh with SR’s non-profit philosophy, unless sophisticated legal counsel structured the organization to skirt the distribution constraint.    

C) Unincorporated Non-Profit Association

The unincorporated non-profit association (or the non-profit partnership) is easy and inexpensive to set up, somewhat analogous to the partnership and the sole proprietorship in the commercial sector.  It is governed by a simple contractual arrangement setting out the purpose of the organization and its operations.  However, unlike partnerships, the unincorporated association does not have separate legal status (only agency, and not partnership law applies), preventing it from owning property, entering into contracts, or suing in its own name.
  Without legal personality, individual members of a non-profit partnership are not entitled to limited legal liability for the actions and financial failures of the organization.  This vulnerability provides strong incentive to incorporate, making this model is most appropriate for small, strictly voluntary groups of short duration. 

D) Non-profit Corporation

The final option is to incorporate as a non-profit corporation under a provincial Societies Act or Companies Act, or federally under the Canada Corporations Act (CCA).
  Although the corporate model involves higher costs of entry and maintenance, it has certain distinct advantages.  The non-profit corporation possesses legal personality, perpetual existence, separation of ownership and management, and limited liability – all key features of the for-profit corporation.
  However, it is the latter feature that ensures the dominance of this organizational model.  Limited liability protects members, management and directors of an NPO by ensuring that the corporate patrimony answers to civil obligations incurred by the organization.  

SR was incorporated as a “corporation without share capital” under the Canadian Corporations Act in 1995.  As with Ontario and Quebec legislation, the CCA contains a small section that applies specifically to corporate NPOs (see Annex 3), with the general statutory provisions applying as well.  The fundamental non-profit requirements are contained in section 154.1 of the CCA: 1) a “non-distribution constraint” to prevent the distribution of net earnings to members or fiduciaries; 2) a prohibition against profit-motivated activity as a principal activity; and, 3) the requirement of  “objects” as defined broadly under the Act (implying the existence of prohibited purposes of commercial activity).

The non-profit corporation as an organizational model has been the subject of limited academic discussion in comparison to its for-profit equivalent.
  Likewise, there are few judicial interpretations dealing with this type of organization.  As highlighted by the Broadbent Report, most observers agree that the statutory framework in this area is flawed, outdated and undeveloped.  These defects are due, in part, to the adoption without sufficient thought of legislative models designed with the business corporation in mind.  Contemporary needs and realities of voluntary organizations are not addressed, such as the entering into service contracts or conducting business activity.  

Reform of organizational law has hovered on (and off) the agenda for a generation in Canada.  Extensive reviews have been undertaken in many provinces, including an Ontario Law Reform Commission review in 1997.  However, with the exception of Quebec, British Columbia and Saskatchewan, little reform has actually been implemented.
  At the federal level, there have been four attempts in the past 25 years to replace the CCA and each has died on Parliament’s order paper.  Currently, a draft Not-for-Profit Corporations Act is ready, but the decision seek Cabinet approval (so that it can be introduced to the House of Commons as a bill) has yet to be made by the Minister of Industry.
  
Part 4 - Transcending the Economic: Distinguishing the For-Profit and NPO Corporate Logics

Corporate governance discussions have traditionally been framed in terms of the extent to which firms should regulate their own affairs, as opposed to letting the market economy do it for them.  For example, the influential American economist Ronald Coase understood the bounds of a for-profit firm as the range of exchanges over which the market system was suppressed.
  From this perspective, corporate governance accomplishes the internal resource allocations through authority and direction, to the extent that such dealings are more economically efficient than available external (market) options.   

In the NPO context, however, different organizational boundaries may be appropriate.    The law of supply and demand and the centrality of a “price mechanism” cannot hope to encompass the non-financial goods and services delivered by an NPO.  In sum, the transcending of strictly economic criteria is a key starting point in comparing for-profit and NPO corporate governance logics. 

Efficiency is not the only, nor necessarily the most important barometer of effective governance.  Although NPO corporations still seek to reduce the costs of coordination and cooperation, the traditional for-profit corporation’s focus on agency costs and 

efficient transactions loses primacy once it is acknowledged that NPOs are founded on purpose, and not profit.  And although NPO agency costs are reduced by the deterrent  effects of the common law (fiduciary obligations of directors) and the disciplinary impact of market forces (funder’s prerogative), these mechanisms operate differently in corporations without financially-interested members.   

Intimately related to both its limited liability foundation and the principle-agent dilemma, the corporate model is premised on a “separation of powers” logic that is held together by the proprietary interests of

shareholders (members).  Corporate law self-consciously prescribes checks and balances, organizing the relationships between the BoD, officers and shareholders (members) in order to protect the financial stake of shareholders.  However, the lack of fiscal incentive for NPO members runs headlong into Mancur Olsen’s logic of collective action (and inaction).
  In a nutshell, the governance of NPOs tends not to respond to one set of concentrated interests, but rather to a diversity of diffuse beneficiaries.  Since the cost-bearers of inadequate performance at SR include those who donate time and money, as well as those beneficiaries of the meals-on-wheels service, the exercise of control by these variously interested parties becomes more complex.  Since SR members, unlike shareholders, are not empowered by the “free transferability of their interest in the corporation”, they cannot simply sell a share in the NPO and invest elsewhere.
      

Perhaps not surprisingly, scholars have struggled over the basic issue of whether or not nonprofits are accountable to anyone, and if so to whom?
  Given that membership rights in corporate NPOs do not protect a financial interest, and given the variable (and multiple) purposes of each NPO, the task of recommending a particular governance model becomes more complex than in the for-profit context.  

Part 5 – SR’s Governance Framework

A) Introduction: Governance Models as Heuristics, Not Panacea Templates

Once the corporate organizational form has been adopted, the governance discussion turns to the structures and processes through which authority is both allocated and exercised.  Often, this discussion is contemplated within the discourse of “models”, an approach to defining coherent systems of governance policies and practices that has been popularized by “governance experts” such as John Carver.
  From this perspective, governance tends to become an exercise in identifying the appropriate template of power distributions and role definitions between the legally relevant actors (BoD, officials and members).

However, considering the diversity of sizes, purposes, and fiscal realities of each NPO, there is considerable debate as to the relative usefulness of a model-based approach to governance.  As a heuristic, models are informative; as a prescription, models may be restrictive and unresponsive to individual NPOs.  In keeping with the Institute on Governance’s “mission-based” approach to governance evaluation, models are acknowledged as useful reference points in understanding SR’s implicit and explicit governance relationships.  To this end, Annex 5 reproduces the IOG’s recent attempts to categorize the different types of governance models, and will be referred to as appropriate.

Once again, it is important to recognize that the purpose of this foundation paper is not to arrive at a set of discrete governance recommendations, nor to prescribe a specific governance model for SR.  Rather, the goal is to consider: 1) the mechanisms through which the BoD and management cooperate and make decisions; 2) the selection and function of members within SR; and 3) the processes by which SR’s stakeholders articulate (and have received) their interests.  These considerations will be approached from the perspective of understanding SR’s governance as a web of relationships between all SR stakeholders, from directors, clients, staff, volunteers, donors and the broader Montreal community.
B) SR’s Board of Directors: Duties and Functions

As discussed earlier in the section outlining SR’s history, the BoD has undergone a “jeans-to-jacket” transition as financial resources have increased.  This implies a shift towards a more systematic governance framework in which the BoD distinguished its role from that of the SR’s management.  No longer are BoD and staff responsibilities overlapping, catalyzing conflict through conflated duties in times of crisis.  Instead, processes to ensure board collaboration with core staff are being solidified, and distinct roles identified.  In IOG governance model parlance, SR is in the latter stages of a transition from an “operational” to a hybrid “traditional” model: the BoD is comprised of distinct personnel who govern and oversee SR operations (aided by committees), having delegated management functions to the Executive Director who maintains a primary reporting relationship to the BoD.
The NPO literature focuses heavily on BoD responsibilities or “functions” as the lynchpin of a successful governance framework.  To a certain degree, the centrality of the BoD stems from their position of legal responsibility, otherwise understood as their 

fiduciary duty to act loyally and in the best interests of the corporation.  However, beyond assuming liability for fiduciary breach
, the BoD is responsible for what the Broadbent Report identified as the “stewardship” or “active oversight” of the organization.  

Although BoD functions may vary according to the chosen governance model, SR’s more  “traditional” 

approach lends itself to the recommendations found in both the Broadbent Report, the IOG studies, and the 

academic literature.  A summary of the basic tasks that should (in theory) be accomplished by SR’s BoD follows, along with a point-form summary of the actions taken by SR in each area:

· Select senior management (Executive Director) and supervise performance

( A Hiring Committee has been established to implement SR’s Hiring Policy

( Although subsequently abandoned, performance indicators based on the “Peter Drucker Measuring Performance” document were integrated to evaluate SR’s BoD.  No formal evaluation mechanisms or feedback systems have been employed in the management context, although more informal mechanisms are used consistently.  

· Establish and hone governance framework - from bylaws, committee constitution, budgetary approval, BoD recruitment processes, consultative arrangements 

(A Governance Committee was struck with an agenda to conduct research, establish a speakers program, and organize field visits to other NPOs.

· Develop long-term plan and objectives; implement SR’s mission and objectives 

(SR’s objectives are found in the articles of incorporation and in the bylaws

(A “Strategic Planning” dialogue between staff and BoD is in place 

(As part of the strategic planning process, SR developed a “mission statement” with input from stakeholders, BoD, and staff.  The development of this mission statement took place progressively through Annual General Meetings, and during staff and BoD meetings.  Thus, SR’s Mission Statement has been a topic of constant discussion and has emerged as a tool for inclusive decision-making.  [See http://www.santropolroulant.org/en/mission.html]
· Ensure SR’s financial health through auditing and fundraising

(Fiscal accountability is being achieved through formal, external auditing.

(A core staff position of Fundraising Director was created. 

(Formally and informally, BoD solicits funds through their networks of contacts in the community.  However, directors are not chosen specifically for their ability to raise funds, if more so for other leadership abilities and experiences they possess.  

· Cultivate positive relationships within community, project SR identity through marketing strategy and establish media relations

(This aspect of SR’s promotion is accomplished largely through staff and volunteer leadership, while the BoD takes a more passive role.  From website management, to community events (craft sales, social events, staff/volunteer/client dinners), feature articles in various media, and other publicity-generating events (such as hosting Governor-General Clarkson and G8 Ministers), the SR story is sold and its identity promoted by management. 
· Promote transparency, including communicating to members, stakeholders and the public and making information available upon request;

(Governance Committee – a typically open and communicative process

(BoD processes and decisions available on SR website

(BoD/stakeholders meetings – invitations through email with free dinners

· Ensure re-generation of a BoD that reflects the personality of SR with a mixture of skills from a cross-section of the community
(See discussion Section D

C) Board and Management Relations – The Hybrid Traditional Model

Paradoxically, SR’s gradual development into a corporate NPO that embraces a leadership role for the BoD has been facilitated by strong management leadership.  SR’s unusually strong management presence is exemplified above in the areas of fundraising and community relations, areas where “traditional” BoD’s would normally exert more influence.  

Although SR’s bylaws legislate traditional corporate officers’ roles such as President, Secretary and Treasurer (art. 6.01), they also allow for the creation of other posts within the organization.
  The key to understanding SR’s hybrid “traditional” governance model is to recognize how the offices of Executive Director and President/CEO, as well as the Board Advisory Committees successfully link the BoD to SR’s staff and volunteers.

The positions of President and Chief Executive Officer are combined at SR, and the President serves as the de jure Chairman of the BoD (SR Bylaws art.6.08).  The President supports the Executive Director in representing SR to the broader community, while assuming a leadership role in maintaining the stability of the board.  
Although appointed by and responsible to the BoD, SR’s Executive Director is granted substantial freedom to implement the organization’s established objectives.  In effect, the office is presidential in its powers, yet a distinction arises in the Executive Director’s simultaneous role as an “honorary” board member.  By allowing for the creation of leadership offices beyond traditional corporate management, the CCA permits this type of blurring of distinctions between the directors and management.  The possible downside to this arrangement is confusion between the roles of senior officials and BoD.  

At SR, the potential dangers related to this conflation of roles are mitigated by a strong board presence, in large part accomplished through Board Advisory Committees, and consistent board management communication (see reporting mechanisms in Part 1 - History of SR).  For example, through the Finance Committee, Human Resources Committee, and the Governance Committee, the BoD has demonstrated its ability to assume policy control over areas that have important legal and organizational ramifications.  By providing recommendations to the BoD on topics such as harassment and conflict of interest, the impermanent Board Advisory Committees serve to support both the Executive Director and the BoD.  In addition, since Board Advisory Committees are led by at least one director, and comprised of volunteers, clients and staff, there is a degree of power redistribution across SR stakeholders.   

So while the Executive Director (and by extension, the entire management team) is empowered to liaise with the BoD and set operational policy, it is their strong presence that requires an active board as counterbalance.  Board Advisory Committees help to achieve this equilibrium, while opening a channel of governance to SR stakeholders.  The hybrid nature of SR’s “traditional” model, therefore, results from this unique aspect of mutual board and management strength.

D) The Politics of BoD Selection at SR  

At the core of SR’s web of relationships are the constitutional documents – the articles of incorporation (letters patent granted by the Minister of Industry) and the general bylaws (Annex 4) - which legally underpin the practices and conventions that define SR’s governance framework.  To assume, however, that a reading of SR’s bylaws paints an accurate picture of governance realities is to miss the inherent human elements (often accommodated by bylaw inconsistencies) that define the organization.  

By letter of bylaw, SR’s mandated roster of 9 directors must be chosen from among the existing members at a general meeting of the members.  But since art. 3.01 stipulates that members are only admitted “from time to time by resolution of the board of directors”, a situation of conflated directorship and membership has been permitted to develop.  Likewise, directors can only be removed by a majority vote of the members.  In other words, discretionary and top-down bylaw provisions have led to a BoD selection that risks being totally insulated from outside involvement.  This is common among corporate NPOs.

One of the most obvious purposes of a BoD is to allow for deliberative decision-making amongst a group of individuals with diverse social, economic and professional backgrounds.  Without proposing any concrete solutions, the Broadbent Report spoke to this sensitive issue of BoD composition, suggesting that effective board stewardship involves broad, participatory governance.  The difficult part, of course, is coming to agreement on how such diversity should be achieved, and deciding whether mandatory representation is the appropriate response to this issue.  

Although SR’s BoD no longer contains any clients, this “lack of representativity” is a recent phenomenon.  Until a couple of years ago, the BoD was comprised of clients, in response to suggestions that the board ought to reflect its intergenerational mandate. However, complications related to the holding of meetings and broader BoD difficulties led to an overhaul of this board design.  Currently, there are 8 board members (though SR bylaws require 9), and new members are being recruited partly through an “organic” or ad hoc process, and partly as a component of the more formal strategic planning process.  

Clearly, board membership for service users (clients) is an important means of enabling isolated citizens the opportunity to gain a more effective voice in those institutions that matter most to them.  It should not be forgotten that one of SR’s objectives, as defined in art. 2.01 of the bylaws, is to “provide other programs from time to time to relieve poverty and assist needy or incapable persons in the community”.  This catchall objective provides sufficient scope to warrant legitimate SR expenditures on programs that promote community empowerment and participation in board activities.

The key is to figure out how to enable an empowering SR democracy without completely sacrificing the goal of efficiency and without forcing the issue through bylaw requirements.  Possible (non-mandated) solutions might include provision for “mentor” board members, who could partake in BoD meetings (in a non-voting capacity) until they had demonstrated sufficient commitment to the group.  Another idea would be for BoD meetings to be opened to the public, with special encouragement and free transportation provided to those clients (and volunteers?) who want to attend.  Beyond potential remedies, however, the BoD must recognize that the discussion of client representation in SR decision-making processes goes beyond the BoD composition, a theme that will be revisited in the section dealing with SR’s membership.  

Part 6 – Membership at SR: Beyond the Corporate Concept  

A) Introduction: Membership as a Citizenship?

Before engaging in a discussion of membership in the context of SR, it is worth highlighting the broader legal and political significance of “membership” as a hotly contested term.  In a post-welfare state context, critical strands of political theory have brought into question the traditional understanding of citizenship, which tends to define community membership on the basis of a “reciprocity of rights against, and duties towards, the community”.
  From this perspective, the idea of membership seems to be subsumed into citizenship, with the state at the center of individual identity creation through its conferral of civil, political and social rights. 

However, this projection of “passive” citizenship ignores the participatory element of community membership, and fails to acknowledge how the “universal” idea of citizenship is being increasingly challenged by membership in social movements and distinct multicultural entities and other minority groups (note the tension between membership in Canada’s First Nations and state citizenship).
  The latter challenge posed by the politics of identity, therefore, amounts to a demand for differentiated citizenship that embraces collective and individual belonging.
  The former challenge relates to more “communitarian” ideas of citizenship obtained through activity and association, whereby the virtues of membership through mutual obligation are grounded “in the voluntary organizations of civil society – churches, families, unions, ethnic associations, cooperatives, environmental groups, neighbourhood associations, women’s support groups, charities…”.
  
Of course, citizenship through “empowered” associational membership is a theme that runs throughout this discussion paper.  Without prejudging any outcomes of the SR governance policy process, the author’s bias clearly tends towards a model of open, accessible and participatory membership.  Although the definition of membership in a corporate context is fairly clear (shareholders are members by virtue of their part ownership), there is no such economic rationale in the case of NPOs for circumscribing the group of people who can be considered SR members.  

Indeed, the legislative history of the CCA speaks to this issue of membership that extends beyond the financial considerations.  The more modern Canada Business Corporations Act abolished “objects” as a requirement to incorporation; all that is necessary to establish a for-profit company is an address and a shareholder structure.  However, in an admission of the structural weakness inherent in corporate NPOs’ lack of a shareholder fiscal incentive, the CCA kept the requirement for NPO “objects” as part of the incorporation process.  Not only did the purpose of SR have to conform with legislatively approved activities, but to change SR’s “objects” would require Ministerial approval of an amended Letters Patent.  It is beyond the scope of this paper to analyze whether or not legislated “objects” are the best mechanism for replacing self-interested shareholders and keeping NPOs focused on their mission (an “insurance policy” against rogue members who might re-invent the organization’s focus).  But as illustrated in the discussion above, it is clear that the broader significance of membership in a non-profit like SR is fundamentally one of identity and access to governance.  

B) SR Members: Sacrificing “Messy Democracy” for Efficiency?

As discussed above, SR’s restrictive membership policy has been to grant formal member status only to those individuals serving on the BoD.  The advantages of narrow membership relate to governance “efficiency”: 

a. Decision-making processes that might otherwise be slow, messy and divisive are accelerated.

b. Requirements for information provision and consultation are reduced, further expediting policy development and enhancing “quick” responsiveness.

c. Potential for membership factions is greatly reduced.

d. Controversial issues can be “contained” and more easily sheltered from any (embarrassingly) public airing. 

The ramifications of this marginalized membership are important, essentially amounting to the rejection of an inclusive, grassroots, stakeholder-driven governance structure at SR.  

By cutting off one of the three legs that support the corporate NPO “stool” (directors, officials and members), it could be argued that the organizational equilibrium is necessarily compromised.  Without a broad-based membership serving as an institutional “check and balance” mechanism, an opportunity to gain organizational stability, accountability, legitimacy and continuity is lost.  Certainly, the lack of client representation within the membership exacerbates the decision-making inequities at the board level and risks the charge of elitism.
  In sum, there is precious little governance space within which SR’s client constituency can leverage change.  

Of course, as the Broadbent Report suggests and as SR’s continued success demonstrates, there is no absolute requirement for corporate NPOs to ensure inclusive memberships.   Membership structure, like choosing a governance model, is a matter of organizational preference.  However, considering SR’s ambitious agenda to improve intergenerational linkages and to outreach into isolated constituents, there is a strong argument in favour of re-building the official membership base.  If warm meals and daily personal contact can pique an interest in civic responsibility, then perhaps SR should encourage democratic engagement and seek out innovative mechanisms that foster client empowerment. 

The challenge, therefore, seems to be achieving the delicate balance between efficient decision-making and enabled and inclusive membership participation.  Unfortunately, neither the Institute on Governance’s governance models (Annex 5) nor the Broadbent Report’s recommendations focus on specific membership options.  Indeed, the literature on corporate NPOs is weak in this specific area, perhaps reflecting the fact that there is no obvious “shareholding” function being performed.  

In an attempt to fill this idea gap, Hirshorn and Stevens have suggested the development of different classes of membership as is commonly done in for-profit corporations.
  A simple bylaw amendment would enable the distinction between members with 

full voting rights (type A membership) and non-voting members (type B membership) whose views could nonetheless be consulted (and responded to) as a matter of rule.  Under such a scenario, non-voting SR membership could be opened to any volunteer, client, funder, staff member or “reasonably interested party” who expressed an interest in participating in the governance process.  It should be noted, however, that while this solution invites more inclusive membership, it may not confer any significant new legal powers upon marginalized SR constituencies, nor will it necessarily effect change in the way the BoD is elected. 

C) Stakeholder Participation: Beyond Membership  

In the context of the above discussion, the “appropriate” breadth of SR membership can easily turn into a debate about “ownership” over the organization.  In the corporate NPO context, distinguishing members from legitimate “stakeholders” (with either a personal or community interest in SR governance) necessarily involves the application of political ideology.  To whom does SR “belong”?  Is SR’s meal service and its associated governance process a positive entitlement that accrues to clients as part of a social justice project?
  In what group of individuals should an NPO’s embedded public trust reside? How rigid is the concept of corporate NPO membership and must it mirror the proprietary concept of shareholding?  

The intractable nature of the “membership debate” leads to a consideration of how SR stakeholders might be accommodated within the SR governance structure, if not officially as members.  The benefit of approaching inclusive governance from this angle (i.e. substituting “stakeholder involvement” for official membership) is that the central focus tends to shift away from specific (and efficient) decision-making protocols towards participation as the primary objective.  Because SR membership is so restricted, stakeholder participation is the primary vehicle through which SR’s governance process in accessed.

Of course, the logistical and cost-associated hurdles related to expanded membership are identical to those facing stakeholders: greater participation implies barriers related to synchronization (time and place considerations), potentially high costs of participation for certain stakeholders (especially clients), and capacity asymmetries relating to information comprehension.

Without purporting to propose a comprehensive array of pro-participation mechanisms, it goes without saying that SR might consider bolstering its Internet-based forums.  Electronic meetings, discussion groups, and online voting (both formal and informal polling) could be exploited for their relatively cheap, unobtrusive and interactive qualities.
  However, given the “technology gap” that persists among much of the aged demographic benefiting from SR’s meal services, there are significant limitations associated with this approach.  

Although less “bi-directional” than Internet participation, SR should consider expanding its governance information provision through meal delivery “packages” or meal “stickers”.  SR has approached clients with this approach in the past, most commonly to deal with operational and service issues related to meal quality and selection.  Perhaps a more comprehensive program could be developed, targeting interested clients and introducing a formal feedback mechanism.  

As a concluding remark, it is worth highlighting the fact that no provisions in the CCA prevent NPOs from inserting stakeholder consultation requirements into their bylaws.  If SR is serious about engaging non-member constituencies and, more specifically, empowering isolated clients within their governance processes, there are no statutory hurdles in its path.  Perhaps an explicit focus on this democracy-building theme would yield new sources of external funding.
Conclusion

Santropol Roulant uses food as a vehicle to break the social and economic isolation that can develop between generations.  But the improvement of moral and psychological health through daily meal delivery is not the sum total of SR’s potential “capacity-building” services.  Remedying isolation may also involve the fostering of client engagement in SR’s governance processes.  Seen in this light, SR’s internal decision-making structures should be considered as part of a broader citizenship-building mechanism.    

Voluntary organizations like SR must recognize the important “representational” function they perform:  providing information to enable participatory democracy; providing access to a local policy-making forum; and representing the public interest and minority viewpoints.  This understanding of SR’s governance model as part of its community contribution becomes more salient when one considers the trend towards increased government funding “service delivery” NPOs (like SR), at the expense of NPOs that perform primarily “representational” (or “special interest”) functions.  If not SR, then whom?

There is no perfect NPO governance model for SR, and no “one-size-fits-all” approach to manage the relationships (both legal and non-legal) between directors, officers, members and stakeholders.  SR’s willingness to engage a Board Advisory Committee’s efforts to evaluate different governance options (and underlying assumptions) speaks to the importance of approaching NPO decision-making from a “mission-based” perspective.  SR’s governance framework must reflect a specific context of goals, needs, core values that underpin the organization, and not the dictates of a particular model.

Coda: Potential SR Discussion Avenues

The following discussion questions are meant to facilitate and focus SR’s governance deliberations.  They are intended to serve as a guide, and are not meant to imply specific recommendations.  

a) Board Recruitment

· Understanding that SR favours participatory and organic evolution over mechanical, rule-based decision-making processes, how can SR involve staff, volunteers, clients and other interested stakeholders more openly and consistently in the Board recruitment process?  

· Does greater involvement absolutely require a by-law change to the membership structure, or could informal consultation “protocols” be developed?         

· Is it unreasonably restrictive to establish a policy that at least one Board member will be a client?  Should qualified clients be proactively recruited to the Board?

b) Board Deliberations

· Given that so many of SR’s key policy initiatives are developed through Board Advisory Committees (and formalized by an official BoD decision), how can the highly participatory process that characterized the Governance Committee be reproduced in less popular policy areas?  

· Has the BoD considered developing a conflict of interest policy?

c) Board-Management Relationship

· How should SR staff be integrated into BoD meetings?  How can an “inside management” or operational perspective be better integrated while maintaining the primacy of the Executive Director’s reporting role to the BoD?  

· Given that two key functions that traditionally lie with the BoD (fundraising and community relations) are actually delegated to management, is the BoD comfortable with the level of responsibilities that it has been given?

· What input, if any, should the BoD have in relation to the suggestion and development of new program proposals?  

d) Board Relationships with External SR Stakeholders

· Is there a consistent and structured process through which the BoD keeps SR stakeholders are kept up-to-date on the organization's activities and objectives?

· Do the Board members themselves maintain a connection with SR clients?  Is it worth  inviting Board members to join volunteers on delivery routes every so often?

· How might the BoD become more involved in community relations?  Is it worth considering linking client and funder outreach efforts (i.e. host joint events for both)?

e) Types of membership and roles

· Should SR consider amending its bylaws to allow for different classes of membership?  
· If the current level of decision-making efficiency is to be kept, might SR want to establish a voting class (Type A membership) that would be restricted to the BoD, and a non-voting class (Type B membership) that could be extended to any individual with an interest in the organization?  Is there a case to be made for a Type C membership class with “partial” voting rights on specific issues?

· If SR stakeholders were to be divided into different classes of membership, what rights and responsibilities could be bestowed upon them?  For instance, would clients be solely engaged on issues of food service delivery?

f) Enhancing modes of interactivity 

· What are the most innovative mechanisms that SR currently employs to engage its different constituencies?
· Is there room for greater integration of Internet technology?  Are the technological barriers for aged and isolated clients too high?  How might touch-tone phone bank systems be employed?  Or are these methods to impersonal to generate meaningful governance engagement within the SR framework? 
· Since “information stickers” attached to meals have been used in the past, how might they be employed more creatively?  Have touch-tone phone bank systems ever been employed?  
· How can volunteer deliverers engage clients more frequently in governance issues?  Is the “in home” approach a possible vector for increased client and volunteer involvement in SR decision-making?  To what extent is this already being done? 
g) Sharing SR’s governance experience and expertise with other NPOs

· How will other community NPOs be made aware of the “Speaker Series” being organized by SR on governance?  Will the location(s) and time(s) be chosen to ensure maximum attendance?  Will the academic community and students be invited to participate?

· Should the SR Foundation Paper be presented as part of the “Speakers Series”?

· How can SR help promote NPO governance issues, as well as itself as an organization, by distributing (or web-posting) the SR Foundation Paper?    
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Annex 2: Broadbent Report

Structures
The way in which the organization and the board are structured can contribute to or hamper effective stewardship. The complexity of the structures will normally depend on a number of things, such as the size of the organization, whether it has a membership base and whether it is part of a federation, among others. No particular structure fits every organization. But, in organizations governed by a board, it should provide independent oversight and effective stewardship. To meet these goals, we suggest that an organization have at least three basic elements:

• a board capable of providing objective oversight;

• an independent nominating committee to ensure the appropriate succession of the board; and

• an audit committee, whose primary responsibility is to report whether the organization is in compliance with the laws, rules, regulations and contracts that govern it. It also reviews whether the management, information and control systems are organized and implemented to carry out these rules and regulations, and as well is responsible for supervising external financial reporting.

Other structures may facilitate good governance, but are more dependent on an organization's specific situation. For example, in federations there is often a conflict, or at least lack of clarity between the roles and responsibilities of the national office versus those of provincial or local organizations, not to mention partners and affiliates. The development of federation agreements spelling out responsibilities and expectations can promote better understanding between the member organizations. Similarly, collectively governed organizations often include all staff in the governance structure, making some of the specifics here inapplicable. Also, organizations governed by Church law have special requirements and issues.

In many voluntary organizations, ways must be found to pay greater attention to the membership. As we noted in our foundational principles outlined in the introduction, an active membership can build trust and develop the capacity for democracy and the skills necessary to its practice. We are not suggesting that every voluntary organization must develop a membership. However, we do encourage organizations to assess the value of a membership. If a membership exists, it requires nurturing and attention. At minimum, this means the opportunity to participate at an annual general meeting, but should also include other means of informed participation in the democratic processes and policy development of the organization.

Guiding principles

To the extent possible, members, constituencies, users and beneficiaries should be involved in the governance and connected to the leadership of voluntary organizations.

An organization's leadership has a moral, legal and fiduciary responsibility to its members, constituencies, users and beneficiaries, staff and volunteers, as well as the general public.

Finally, effective stewardship involves ensuring that the organization's constituencies and clients participate in its governance, as appropriate. In recent years, concerns about the empowerment of individuals and communities have created new pressures on organizations to be representative and inclusive. But, issues of diversity play out in different ways in different organizations. We are not attempting to force user involvement or legislated diversity on every organization. Rather, good practice requires that every board:

• discuss whether the representation of constituencies and users on the board is important to the organization's mission and credibility and, if appropriate, work toward increasing the diversity of representation on the board. It should be recognized, however, that token representation is not an adequate response to the issue of diversity.

Annex 3 – Applicable Portions of Canada Corporations Act
R.S., 1970, c. C-32, http://laws.justice.gc.ca/en/C-1.8/12002.html

	153. This Part applies to all corporations incorporated under it and to all corporations incorporated under section 7A of the Companies Act Amending Act, 1917, or to which supplementary letters patent have been issued under subsection (5) of that section and all corporations incorporated under section 8 of the Companies Act, chapter 27 of the Revised Statutes of Canada, 1927, or to which supplementary letters patent have been issued under subsection (5) of that section of that Act.

R.S., 1952, c. 53, s. 143.

	154. (1) The Minister may by letters patent under his seal of office grant a charter to any number of persons, not being fewer than three, who apply therefor, constituting the applicants and any other persons who thereafter become members of the corporation thereby created, a body corporate and politic, without share capital, for the purpose of carrying on, without pecuniary gain to its members, objects, to which the legislative authority of the Parliament of Canada extends, of a national, patriotic, religious, philanthropic, charitable, scientific, artistic, social, professional or sporting character, or the like objects.

	(2) Nothing in this Part shall be construed to authorize the corporation to issue any note payable to the bearer thereof or any promissory note intended to be circulated as money or as the note of a bank, or to engage in the business of banking or insurance.

R.S., 1952, c. 53, s. 144; 1964-65, c. 52, s. 43; 1966-67, c. 66, s. 1.

	155. (1) The applicants for such letters patent, who shall be of the full age of eighteen years and have power under law to contract, shall file in the Department an application signed by each of the applicants and setting forth the following particulars:

(a) the proposed name of the corporation;

(b) the purposes for which its incorporation is sought;

(c) the place within Canada where the head office of the corporation is to be situated;

(d) the names in full and the address and calling of each of the applicants; and

(e) the names of the applicants, not less than three, who are to be the first directors of the corporation.

	(2) The application shall be accompanied by the by-laws, in duplicate, of the proposed corporation, which by-laws shall include provisions upon the following matters:

(a) conditions of membership, including societies or companies becoming members of the corporation;

(b) mode of holding meetings, provision for quorum, rights of voting and of enacting by-laws;

(c) mode of repealing or amending by-laws with special provision that the repeal or amendment of by-laws not embodied in the letters patent shall not be enforced or acted upon until the approval of the Minister has been obtained;

(d) appointment and removal of directors, trustees, committees and officers, and their respective powers and remuneration;

(e) audit of accounts and appointment of auditors;

(f) whether or how members may withdraw from the corporation; and

(g) custody of the corporate seal and certifying of documents issued by the corporation.


	156. Any existing corporation without share capital created by or under any Act of the Parliament of Canada, for any of the purposes or objects set forth in section 154, may apply for the issue of letters patent creating it a corporation under this Part, and upon the issue of such letters patent the provisions of this Part and those provisions of Part I, enumerated in section 157, apply to the corporation created thereby.

R.S., 1952, c. 53, s. 146.

	157. (1) The following provisions of Part I apply to corporations to which this Part applies, namely:

(a) sections 3 and 4, section 5.6, section 6, sections 9 to 12 and section 15;

(b) section 16 (except paragraph (1)(r) thereof) and subsections 20(1), (3), (4) and (5);

(c) sections 21 to 24, subsection 25(2), paragraph 25(3)(b), sections 27 to 33, section 43, sections 65 to 73, sections 93, 98, 99, 102 and 106;

(d) paragraphs 109(1)(a) to (d); and

(e) sections 111.1, 112 to 117, sections 130 to 133 and sections 138 to 152.

(2) [Repealed, R.S., 1970, c. 10(1st Supp.), s. 26]

	(3) In construing the sections of Part I made applicable to corporations under this Part,

	"shareholder" means a member of such corporation;

	"the company" or "a company" means a corporation to which this Part applies.

R.S., 1970, c. C-32, s. 157; R.S., 1970, c. 10(1st Supp.), s. 26.

	*157.1 (1) Sections 222 to 227 [229 to 234], 229 to 233 [236 to 240] and 235 [242] of the Canada Business Corporations Act apply, with such modifications as the circumstances require, in respect of corporations to which this Part applies.

	(2) In construing the sections of the Canada Business Corporations Act made applicable to corporations under this Part, "security holder", or "registered holder or beneficial owner" in relation to a security, means a member of a corporation to which this Part applies.

	(3) A Director or Deputy Director appointed under section 253 [260] of the Canada Business Corporations Act may, for the purpose of giving effect to this section with respect to the application of sections 222 to 227 [229 to 234], 229 to 233 [236 to 240] and 235 [242] of that Act, exercise the powers and perform the functions and duties of the Director under those sections.

*[Note: The Canada Business Corporations Act was renumbered by the 1985 statute revision. By virtue of section 5 of the Revised Statutes of Canada, 1985 Act, the references to that Act in this section are deemed to be references to the sections set out in brackets. The references will be formally changed in a future amendment.]

1986, c. 26, s. 54.

	Annex 5 - Overview of IOG Governance Models

1. Operational- Board members do the work of the organization as well as governing it. This is typical of a board in the founding stage and organizations, such as service clubs, that have no staff and that must rely largely on board members and other volunteers to achieve their aims. 

2. Collective - The board and staff are involved as a single team in decision-making about governance and the work of the organization; board members may be involved in some of the work in services and/or management functions. 

3. Management- The board manages operations will have modest staff, e.g., a single staff coordinator. Board members actively manage finances, personnel, service delivery, etc. Staff members may report to board member managers directly, through a staff coordinator or through a dual reporting line.

4. Traditional - The board governs and oversees operations through committees but delegates management functions to the CEO. Committees are used to process information for the board and sometimes do the work of the board. The CEO may have a primary reporting relationship to the board through the board chair. 

5. Policy Governance (Carver Model) - The board governs through policies that define the board/CEO relationship, and establish organizational aims (ends), governance approach, and management limitations. The CEO has broad freedom to determine the means that will be used to achieve organizational aims. The CEO reports to the full board. It does not use committees but may use task teams to assist the board in specific aspects of its work. 

6. Results-Oriented Board - The CEO is a non-voting member of the board, carries substantial influence over policy-making, is viewed as a full partner with the board and has a relatively free hand at managing to achieve objectives established by the board. Committees are used for monitoring/auditing performance of the board, CEO and organization. Board members are selected for community profile, capacity to open doors for the organization and may be used for selected tasks in their area of expertise. 

7. Advisory - A board whose principal role is to support the CEO who may well play a significant role in selection of board members. Provides prima facie legitimacy to the organization but exercises its governance role in a hands-off manner. Board members selected for community profile and contacts. Board members provide advice and guidance to staff on complex or contentious matters, and may contribute individually or through task groups to particular aspects of organizational work. However, the board retains fundamental accountability for the organization and will have to assume a more proactive role in the case of any major crisis. 

8. Representational - An approach used by organizations where governance is partially or wholly in the hands of publicly elected officials. This is the case for example with school boards, federations or other organizations where there is a need to ensure direct representation of constituents' interests. The challenge for board members is to balance the interests of their particular constituents against the best interests of the overall organization. They may, and in the case of publicly elected officials do, carry grievance resolution/ombudsman functions. 

See http://www.iog.ca/boardgovernance/html/mod_ove.html


Broadbent Report - Membership and Governance  


In many voluntary organizations, ways must be found to pay greater attention to the membership…[A]n active membership can build trust and develop the capacity for democracy and the skills necessary to its practice.  We are not suggesting that every voluntary organization must develop a membership.  However, we do encourage organizations to assess the value of a membership.  If a membership exists, it requires nurturing and attention.  At minimum, this means the opportunity to participate at an annual general meeting, but should also include other means of informed participation in the democratic processes and policy development of the organization.











Broadbent Report – BoD Representativity


“[I]ssues of diversity play out in different ways in different organizations.  We are not attempting to force user involvement or legislated diversity on every organization. Rather, good practice requires that every board…discuss whether the representation of constituencies and users on the board is important to the organization's mission and credibility and, if appropriate, work toward increasing the diversity of representation on the board. It should be recognized, however, that token representation is not an adequate response to the issue of diversity.”











“The simple experience of delivering meals to seniors can change the way young people see the world.  This is one of the founding ideas behind Santropol Roulant.”





Chris Godsall, 


SR Co-founder





“NPOs that designate board positions for minority groups foster a greater sense of inclusiveness and experience greater participation from these groups in their membership, governance and policy formulation processes.”   





Laura Edgar, Building Policy Partnerships: Making Network Governance Work, Institute on Governance, February 2002, http://www.iog.ca/publications/effective_network.pdf





Broadbent Report – BoD “Stewardship”


“It is the duty of the board to oversee the conduct of the organization's affairs, ensure that an effective team is in place to carry out day to day activities, account for its financial and other resources, and ensure that no issue falls between the cracks in steering the organization toward the fulfillment of its mission.” 











Broadbent Report, http://www.vsr-trsb.net/pagvs/Building_on_Strength.htm





What are Agency Costs?





“In a world of incomplete contracting, there is necessarily concern that "agents" who have been delegated decision-making authority will pursue their own interests rather than those of the "principal"…In nonprofits, significant agency problems may arise in the relations between the members and executive of an association, between the donors and the managers of a charitable organization, and between the controlling directors and other stakeholders in a voluntary social service agency. 





David Stevens, “Framing an Appropriate Corporate Law”, in Between State and Market: Essays on Charities Law and Policy, Toronto: McGill-Queens University Press, 1999 at 561.





What is the Voluntary Sector?





“The voluntary sector comprises self-governing organizations that exist to serve the public benefit, generate social capital but do not distribute private profit to members, depend to a meaningful degree on volunteers, involve participation on a voluntary basis, and are independent or institutionally distinct incorporated non-profit organizations, and groups that are neither registered nor incorporated.”





Voluntary Sector Initiative. “What is the Voluntary Sector?” FAQs. May 2001. � HYPERLINK "http://www.vsi-isbc.ca/eng/faqs.cfm" ��http://www.vsi-isbc.ca/eng/faqs.cfm�





“Among the laws that rule human societies there is one which seems to be more precise and clear than all others. If men are to remain civilized or to become so, the art of associating together must grow and improve in the same ratio in which the equality of conditions is increased.”   


Alexis de Tocqueville, Democracy in America, 1835.


























� Robert Dahl.  A Preface to Democratic Theory: How does popular sovereignty function in America? Chicago: University of Chicago Press, 1963; See also Robert Dahl, On Democracy. New Haven: Yale University Press, 2002 at 98.


� Alexis de Tocqueville, Democracy in America, v. 2.  New York: Vintage Books, 1945.  Originally published in 1835.


� Vanessa Reid, “Perspectives from the Ground: Where does the “Third Pillar” Stand?”, 2002, <http://www.santropolroulant.org/images/Notes%20on%20Vol%20Sector%202001.pdf>.  See also the Broadbent Report, infra note 9 for further expressions of this argument.
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