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There are clear legal responsibilities as dictated by case law for nonprofit boards.  And, 
nonprofit board members are expended to play four primary roles. These legal requirements 
and roles are described below. 
 
1. Legal Requirements of Nonprofit Board Members 
 
Under well-established principles of nonprofit corporation law, a board member must meet 
certain standards of conduct and attention in carrying out his or her responsibilities to the 
organization. Several states have statutes adopting some variation of these duties, which would 
be used in court to determine whether a board member acted improperly. These standards are 
usually described as the duty of care, the duty of loyalty and the duty of obedience. 
 

a. Duty of Care 
 
The duty of care describes the level of competence that is expected of a board member, and is 
commonly expressed as the duty of "care that an ordinarily prudent person would exercise in a 
like position and under similar circumstances." This means that a board member owes the duty 
to exercise reasonable care when he or she makes a decision as a steward of the organization.  
This means that board members should be: reasonably informed of the organization’s activities, 
participate in decisions, and do so in good faith. 
 

b. Duty of Loyalty 
 
The duty of loyalty is a standard of faithfulness; a board member must give undivided allegiance 
when making decisions affecting the organization. This means that a board member can never 
use information obtained as a member for personal gain, but must act in the best interests of the 
organization.  This means that board  members should adhere to the organization’s conflict of 
interest policy, maintain confidentiality, and avoid the use of the organization’s resources for 
personal gain.    
 

c. Duty of Obedience 
 
The duty of obedience requires board members to be faithful to the organization's mission and 
By-Laws and to comply with federal, state and local laws.  Board members are not permitted to 
act in a way that is inconsistent with the central goals of the organization. A basis for this rule 
lies in the public's trust that the organization will manage donated funds to fulfill the 
organization's mission. 
 
 
2. Primary Roles of Nonprofit Board Members 
 

a. Set Organizational Direction 
 
Mission, Vision and Values.  The Board is responsible for ensuring that the organization’s 
mission is clearly stated and advanced.  A commitment to the mission should drive the priorities 
of the board and management.  A mission statement can be complimented by a broader vision 
statement and should be underpinned by a clear set of values. The Board should ensure that 
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these statements are revisited regularly and updated accordingly.  Importantly, the Board 
should ensure that the mission is consistently and effectively advanced, and should make 
adjustments when deemed necessary.  
 
Strategic Thinking.  Strategic thinking should be a part of regular, ongoing board work.  
With guidance from management, the board stays current with external and internal forces that 
drive change. And, hey look backward and forward to understand what has emerged and 
imagine what is possible.  The board should allocate the lion’s share of its time to issues of 
substantial consequence.   
 
Effective Planning.  Strategically-focused planning helps the board and staff translate the 
organization’s mission and values into meaningful and manageable goals, which then focus its 
resources and energy.  While the staff develops and carries out the plan, the board participates 
in and approves all decisions that set a strategic direction and ensures that progress is measured 
against the goals of the plan in order to facilitate learning and to change course as needed. 
 

b. Ensure Necessary Resources 
 
Competent Board.  A nonprofit board represents talent that the organization can draw upon 
to further its mission.  As such, board composition is critical.  While the pool of potential 
members is more limited for family foundations, there are many steps a board can take to 
ensure competency: provide orientation to new members, make reference materials available; 
set and follow term limits; and, expand the definition of eligibility.  The board should also 
engage in a regular self-evaluation to identify strengths and weaknesses and then respond 
accordingly.   
 
Chief Executive.  Selecting the chief executive is one of the most important roles of the board 
– get this right, and the organization will be well-equipped to succeed; get this wrong and the 
organization will suffer myriad adverse consequences.  The key to success in choosing a chief 
executive is: 1) clarity about the organization, its nature, its direction and needs and 2) what the 
board expects the chief executive to achieve.  Typically the board chair and a search committee 
oversee the search process; but the full board vets the final candidates and makes the final 
decision. 
 
Adequate Financial Resources.  The board works closely with the chief executive to 
diversify and maximize sustainable revenue.  While the revenue stream is more secure for 
private foundations, transparency and careful management with regard to donated assets and 
potential additional assets are essential.   
 
Public Standing.  Board members of nonprofits serve as a link between the organization and 
its members, stakeholders, constituents and the general public.  This can be complicated for 
members of family foundation boards, who may want to protect their anonymity.  This need for 
privacy should be respected, but the board should also recognize that this limits their role in 
terms of building the public standing of the foundation.   
 

c. Provide Oversight 
 
Chief Executive.  While hiring the right chief executive is important, retaining that chief 
executive is even more so.  Providing personal and organizational support for executive 
leadership, periodically assessing the chief executive’s performance, and acknowledging service 
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through compensation and other means are key board responsibilities.  The chief executive’s 
success is linked to the board’s investment in doing its part to sustain an effective relationship – 
one marked by open communication, mutual respect on both sides, and an understanding of the 
distinction between board and executive responsibilities.   
 
Assets and Financial Oversight.  Safeguarding organizational assets, or holding them “in 
trust” on behalf of the public, is one of the most important board functions.  The board ensures 
that the organization has a clear financial plan that is aligned with strategic, operating and 
grantmaking plans.  The board typically delegates some duties to the finance and/or audit 
committees, but always retains the final responsibility.  The board must understand the issues 
important to financial integrity, safeguards and procedures to protect the organization and signs 
of financial trouble. 
 
Programs.  Primary here is ensuring that current and planned programs align with the 
organization’s mission and values.  What the organization does, and how well it does it, should 
be at the heart of board curiosity.  Board work should focus primarily on the organization’s 
effectiveness and impact.  With well-qualified staff in place, it is sometimes hard for board 
members to understand their role in terms of program oversight.  Fulfilling this role is often a 
work in progress that includes: asking good questions about proposed programs in the context 
of the organization’s mission and values; maintaining a learning culture so that programmatic 
strengths and weaknesses are surfaced and addressed; and periodically assessing programs, 
utilizing staff or external support, as needed.   
 

d. Ensure Legal and Ethical Integrity 
 
Legal standards.  Such legal responsibilities are laid out in the legal obligations section 
above. They are summarize below for emphasis: 

 Duty of care – board members exercise reasonable care as stewards 

 Duty of loyalty – a standard of faithfulness, whereby board members put the organization 
first 

 Duty of obedience – board members commit to the mission and to compliance with 
organizational by-laws and federal, state and local laws   

 
Fiduciary standards.  Fundamental to the legal aspects of board membership is the concept 
of fiduciary responsibility.  This concept extends to the accountability to that board members 
have assumed both to advance their organization’s mission and oversee its assets.  Fiduciaries 
are held to the standard known as the test of reasonableness and prudence: board members are 
expected to regard and treat the nonprofit’s assets and other resources with the same care with 
which they would treat their own resources.   
 
Ethical standards.  Beyond compliance, a board should ensure that the organization operates 
in an ethical, responsive and open manner.  Some practical steps include: 

 Develop a shared set of values that are adhered to in running the organization and carrying 
out its programs 

 Stay aware of current and foreseeable risks in program and operational activities, through 
regular reports from management 

 Make sure adequate financial controls are in place (these duties are usually carried out 
through an audit committee) 

 Ensure adequate insurance coverage for the organization, including Directors and Officers 
insurance for the board 
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 Ensure that performance reviews of the chief executive take into account the full measure of 
the compensation package to ensure appropriateness and alignment with best practices 

 Design and ensure adherence to a robust conflict of interest policy  
 
 
This document was produced by Karie Brown, of KB Consulting, and is derived largely from 
BoardSource and the National Center for Nonprofit Boards. 


