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Introduction

The concept of transparency is often evoked by citizens demand-
ing more accountability from government; consumers seeking
more information from businesses; shareholders seeking more
information from corporations; and, increasingly, members asking
for more openness from their associations.

In the name of transparency, some association members ask to
be given board meeting agendas and background materials, and to
attend and even participate in board discussions, in person or virtu-
ally. Some members also evoke the concept of transparency when
they press individual officers and directors to share their personal
positions on issues. If board members “speak in one voice,” as
they are obligated to do by their fiduciary duty of obedience, some
members suspect the board is not being transparent. The concept
of transparency also is frequently associated with responsiveness
to member needs, which is generally assumed to be a desirable
goal, and the concept of being “member driven” is an important
value for members of some associations. But there is not a clear
understanding of the impact of the policies and practices called for
in the name of “transparency,” which often are simply assumed to
be beneficial.

When association boards face pressure from members to
demonstrate transparency, it is important to have a common
understanding of what is meant by the term and to know whether
policies and practices requested or demanded in the name of
transparency are compatible with effective governance.

This article is a review of the literature about transparency in
management and governance and its impact on organizational
performance and focuses on the implications for nonprofit asso-
ciations in light of the behavior and practices of high-functioning
boards of directors. The following research questions informed
this literature review:

1. Is there a common understanding of the term transparency,
and what characterizes transparent behavior in nonprofit
governance?

2. What is the impact of transparency on organizational
performance?

3. What is the proper role of transparency in association
governance, and are there limits to its benefits?

Is there a common understanding of the term
transparency, and what characterizes transparent
behavior in nonprofit governance?

According to Webster’s, transparency is characterized by “visibility
or accessibility of information especially concerning business
practices.” According to Wikipedia, transparency (as used in

science, engineering, business, the humanities, and in a more
general social context) implies openness, communication, and
accountability.

Kristin Clarke (2010) points to the important role that the
Sarbanes-Oxley Act of 2002 has played in creating a new era of
transparency and accountability in the corporate world. “Finances,
of course, top the list for scrutiny, followed closely by governance
and communication” (p. 3). In Transparency: Creating a Culture
of Candor, Warren Bennis, Daniel Goleman, and James O'Toole
define transparency as “the free flow of information within an
organization and between the organization and its many stake-
holders, including the public” (pp. 3-4).

Legal obligations

In seeking to define transparency, it is important to understand
the extent to which association boards are legally obligated to
share information, whether or not in the name of transparency.
“... the board has the ultimate authority and responsibility for
the performance of a nonprofit organization and....it is the board
that ultimately is accountable to the community, to the state, and
to clients and beneficiaries” (Renz, 2010, p. 126), but there are
several important ways in which the governance of nonprofit
organizations, especially associations, differs from that of public
bodies, school boards, government agencies, and for-profit corpo-
rations, with varying implications for transparency.

For example, nonprofit organizations are not subject to the
rules of the U.S. Securities and Exchange Commission (SEC),
which might suggest that they are less carefully scrutinized than
for-profit corporations. But the Internal Revenue Service (IRS) re-
quires nonprofit organizations to disclose a wealth of information
(on the Form 990 Return of Organization Exempt From Income
Tax) about the organization’s exempt and other activities, financ-
es, governance, and compensation paid to certain persons. That
is not required of publicly traded companies. Conversely, of the
many governance reforms mandated by the Sarbanes-Oxley Act,
only one—dealing with document destruction—applies explicitly
to all persons and entities, and thus to nonprofits, although most
commentators have concluded that the so-called whistleblower
protection provisions also apply to nonprofits.

Nonprofit corporations are created when they apply for and are
granted nonprofit corporate status by the act of a government body,
usually a state government. Nonprofit corporations maintain their
status by complying with the requirements of that government body.
Thus, most associations are governed by the nonprofit corporate act
of one of the 50 states. While those laws differ, they generally are
consistent in not having specific provisions about transparency.
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But does transparency also have its limits? In particular, can the
robust social systems that characterize effective organizations be
developed in a group that is under surveillance? Bernstein’s research
suggests that the visibility created by transparency can leave
employees feeling exposed, self-conscious, and inhibited (Bernstein,
2014, p. 8). As a result, they may actively conceal what they are
doing—even when they are making improvements. This in turn re-
duces productivity and, paradoxically, transparency. Similarly, boards
of directors may respond to members’ demands to observe board
meetings by “performing” as expected in public board meetings,
by reading reports or discussing noncontroversial topics. In turn,
boards may call executive sessions more often to “hide” their most
effective behaviors while dealing with substantive issues and thus,
in the eyes of would-be observers, decreasing transparency.

It stands to reason that associations can function more produc-
tively and achieve higher levels of organizational performance by
balancing transparency and privacy, aiming for
= openness in gathering information for informed decision-

making on the part of the board
= respect for zones of privacy that the board needs to build

a robust culture
= timely communication to members and other

stakeholders about board decisions, including process

and rationale.

Transparency in gathering information

According to Bennis et al. (2008), “Whenever a tight-knit deci-
sion-making group fails to collect all relevant data and candidly
analyze it, bad decisions are liable to be made” (p. 39). This is
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supported in Cornforth and Brown’s (2014) work on nonprofit
boards, where the best decisions are made not when one individ-
ual directs and decides but through a negotiated and shared pro-
cess that works to mitigate individual and group biases (p. 88). It
is an axiom of association management that “The most productive
association leaders will be sensitive to the membership’s needs,
wants, and interests. You can accomplish this by ensuring that the
greatest number of voices will be heard so that the decisions of
the board are truly representative of your industry or profession”
(Yep, 2016, p. 34). Thus leaders are advised to be open and
intentional (transparent) about seeking all available information,
from and about members as well as the broader environment in
which the association operates.

Privacy in board deliberations

But Bennis et al. (2008) note that “It almost goes without saying that
complete transparency is not possible, nor is it even desirable, in
many instances” (p. 6). Associations may have legitimate interests

in withholding information from time to time and under certain
circumstances. “Not all discussions or processes should be public. The
concept [of transparency] should not be interpreted as a decree to
disclose every document or require guests at every meeting” (Harris,
2015, p. 2). And Bernstein’s research shows that “even when everyone
involved had only the best of intentions, being observed distorted
behavior instead of improving it” (2014, p. 4), while “even a modest
increase in group-level privacy sustainably and significantly improves
... performance. Qualitative evidence suggests that privacy is import-
ant in supporting productive deviance, localized experimentation,
distraction avoidance, and continuous improvement” (2012, p. 1).






