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Commonwealth Bank’s Institutional Banking and 
Markets team supports the advancement of Australian 
directors and boards through a collaborative and 
meaningful partnership with the Australian Institute 
of Company Directors. As part of the NSW Fellows 
program, we are proud to support the Directors Social 
Impact Study 2012 and recognise the important role 
that not-for-profits play in the communities in which 
we operate. 

We are proud to contribute to the communities 
where we live and work. That’s why we’ve created 
enduring partnerships with some of Australia’s 
leading community organisations, ranging from 
health and welfare to the arts, environment and 
sport. This includes our partnership with the 
Prostate Cancer Foundation of Australia, which has 
contributed to developing Australia’s first tissue 
bank for research into the disease. In 2011, during 

International Prostate Cancer Awareness month, 
we raised $155,000 with over 280 barbecue events 
across our banking network. Commonwealth Bank  
is again supporting Prostate Cancer Awareness month 
during September 2012.

Being the most recognised brand in the Australian 
financial services industry, we are committed to our 
communities, our shareholders and our clients. Our 
holistic approach to capturing opportunity is a client-
centric, bespoke approach to delivering Australia’s 
broadest range of debt, equity, risk management 
and transaction banking services. We look forward 
to forging strategic partnerships with you.

For more information, visit:  
commbank.com.au/totalcapitalsolutions  
or commbank.com.au/community

COMMONWEALTH BANK  
COMMUNITY COMMITMENT

Commonwealth Bank 
staff participating 
in Prostate Cancer 
Foundation of Australia’s 
World’s Longest BBQ,  
Sydney, September 2011
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The Australian Institute of Company 
Directors is absolutely committed to 
supporting our members operating in the 
not-for-profit (NFP) sector. We do this 
through our education offerings, policy 
and advocacy activities, practical tools for 
directors and boards and research projects 
like the Directors Social Impact Study.

Building on the success of our 2010 and 2011  
studies, this year’s study incorporated a 
qualitative element in the form of focus 
groups with directors across Australia – 
including some regional centres. We believe  
this has added significantly to the robustness  
of the study and will foster a deeper 
understanding of the contribution NFP directors 
make in their communities – as well as the 
challenges they face.

I want to thank all our members who took  
part in the focus groups, and the more than 
2,000 who completed the survey that underpins 
this research. Your participation is greatly 
appreciated and helps build our understanding 
of governance in the NFP sector.

This year’s results are revealing in terms of what 
they say about the governance of the NFP sector 
as a whole. Specifically, the study reveals that 
perceptions of governance in the NFP sector 
as being worse than or inadequate compared 
to their for-profit counterparts are unfounded.

With around 70 per cent of surveyed members 
identifying as an NFP director, the study 
broadens our understanding about the breadth 
of roles in the director community. Among 
other things, our members are directors of 
sporting clubs, welfare agencies, schools, 

charities, academic institutions and aged care 
facilities. They work hard (on average 35 days 
per year), they have multiple roles in multiple 
organisations and the vast majority are not paid.

The fact that we have so many members 
willing to volunteer their time and expertise to 
community organisations is a reflection of their 
deep commitment to the NFP sector. They make 
an invaluable contribution to their communities, 
the economy and society as a whole.

This year’s study has been completed on behalf 
of Company Directors by Curtin University. 
It provides us with great insight into the NFP 
sector and we look forward to receiving your 
feedback and comments on the findings.

John H. C. Colvin

John H. C. Colvin faicd 
Chief Executive Officer  
and Managing Director

The Australian Institute of Company Directors would like to thank the 
Commonwealth Bank for partnering the Directors Social Impact Study 2012.

FOREWORD From John H. C. Colvin
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The Australian Institute of Company Directors is an 
internationally recognised, member-based, not-for-
profit organisation that provides leadership on director 
issues and promotes excellence in governance.   

We have more than approximately 31,500 members, 
including more than 850 members based offshore, in 
countries including China, Singapore, Hong Kong, 
Indonesia, the United States, the United Kingdom 
and the United Arab Emirates. 

Our membership includes directors from organisations 
as diverse as ASX-listed companies, government 
bodies, not-for-profit organisations (e.g. charities 
and arts organisations) and family owned/private 
companies and entrepreneurial ventures. 

We have offices in every Australian state as well as 
in Canberra and Darwin, with a National office based 
in Sydney, and 189 employees nationwide who are 
committed to serving our members in our CBDs and 
regional areas.  

Our principal activities include conducting 
professional development programs and events  
for boards and directors; producing publications  
on director and governance issues (including  
books, Company Director and The Boardroom 
Report), and developing and promoting policies  
on issues of interest to directors. 

We are a founding member of the Global Network 
of Directors’ Institutes (GNDI).  Membership of 
GNDI provides us with a forum to demonstrate the 
leadership of Australian directors internationally, 
and to share expertise in corporate governance 
and professional director development. GNDI 
is comprised of membership organisations for 
directors from Australia, the UK, US, Canada, 
Malaysia, New Zealand, Brazil and South Africa.  

Our role and aim guide everything that we do.   

Our role: 
To provide leadership on director issues and promote 
excellence in governance to achieve a positive impact 
for the economy and society. 

Our aim:

By 2017, to be recognised as: 

•	 A	key	influencer	in	the	creation	of	world-leading	
governance laws and practices in Australia [and 
growing influence offshore].

•	 A	key	player	in	achieving	world-leading	
performance of Australian boards and directors, 
including the application of governance principles.

ABOUT AUSTRALIAN INSTITUTE  
OF COMPANY DIRECTORS

The following abbreviations are used throughout the report: FP = for-profit   NFP = not-for-profit.
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KEY  
FINDINGS

•	There	are	no	discernable	
differences	between	the	
governance	effectiveness		
of	NFP	and	FP	boards.	

•	There	is	no	evidence	to	support	
the	assumption	that	governance		
in	the	NFP	sector	is	not	“keeping	
pace	with	the	FP”	sector.	

•	There	is	a	difference	in	the	
general	perception	of	governance	
effectiveness	between	the	NFP		
and	FP	sector.	

•	Board	effectiveness	is	not	driven		
by	whether	the	organisation	is	a	
NFP	or	FP.

•	Eighty-six	per	cent	of	NFP	
directors	are	not	paid.	

•	NFP	directors	work	an	average		
of	35	days	a	year	in	their	role.
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Responsibility for the governance of Australia’s NFP 
organisations rests with the thousands of women 
and men who serve as directors. They provide 
leadership support to the 600,000 organisations 
that hold our community together by providing 
meals to the elderly, funds for medical research  
or support for the homeless, among a range of  
other things. Of these organisations, around 
60,000 are economically significant as defined by 
the Australian Bureau of Statistics (ABS) and many 
thousands more are significant to the communities 
they serve.

The NFP sector is reliant on its volunteer network 
as organisations have limited funding and need this 
contribution to supplement paid employees. NFP 
directors are a critical part of that network, giving 
up their time, most often voluntarily, to bring a 
wide range of skills to the oversight, management, 
fundraising and day-to-day operations of the NFPs 
they govern. 

The Australian Institute of Company Directors 
(Company Directors) set out to gain further insights 
into the contribution directors make to the economy 
and society through their roles in the NFP sector. 
What sort of people are these directors and what 
inspires them to get involved in NFPs? How much  
of their time do they give up each year and what 
do their roles as NFP directors entail? What types 
of NFP organisations are they governing?

The governance of NFP organisations has never 
been more under the microscope than at present. 
At the Commonwealth level, major reform is 
underway concerning the regulation of the NFP 
sector. Initially, this reform will affect charities, 
but in the longer term it is likely to impact nearly 
all NFPs. Among other things, the Commonwealth 
Government announced in 2011 that it would 
establish a new national regulator, the Australian 
Charities and Not-for-profits Commission (ACNC), 
with a remit to remove complex regulations and 

INTRODUCTION
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1 Productivity Commission 2010, Contribution of the Not-for-Profit Sector, Research Report, Canberra. P. 272
2 The Treasury, 2011, Final Report – Scoping Study for a National Not-for-Profit Regulator

onerous reporting burdens, to clarify the legal 
definition of charity and to provide greater 
transparency for funders and the public. This 
initiative was considered to be sound and was 
generally welcomed by the sector.

In pursuit of this agenda, the Commonwealth 
Government has introduced the Australian Charities 
and Not-for-Profits Commission Bill 2012 into 
parliament. At the time of preparing this report, the 
legislation had been referred to the Parliamentary 
Joint Committee on Corporations and Financial 
Services, and the Senate Standing Committees  
on Community Affairs.

The Directors Social Impact Study 2012 provides 
essential information that will assist policymakers, 
organisations and individual directors to understand 
better what is really happening in NFP boardrooms 
around Australia. Many assumptions have been made 
about the state of governance in NFP organisations, 
including that it has failed to “keep pace” with the 
for-profit (FP) sector; that NFP directors are not as 
dedicated, or “they leave their brains at the door” 
to the NFP boardroom. For example, both the 
Productivity Commission and the Commonwealth 
Treasury have made statements such as “(NFP) 
board members may lack skills to conduct their 
duties”1 and “the [governance] arrangements for 

other [NFP] organisations do not meet community 
expectations”2, yet, there is little to no evidence 
regarding the performance of NFP boards or that 
increased regulation will improve this position. It 
appears these assumptions are so widespread that 
they are not questioned.

In reality, we know very little about the governance 
performance of NFPs in Australia. 

The hope is that the Director Social Impact Study 
will, over time, track director sentiment as it relates 
to governance of the NFP sector and the perceived 
effectiveness of the soon to be established ACNC. 
It will serve as a basis for informing the sector, 
government and the broader community. 

A goal of this report is to provide evidence to inform 
the debate and to support better decision-making. 
Indeed, Company Directors has been supporting 
knowledge building in NFP governance for many 
years and the Directors Social Impact Study 2012 is 
the third annual study of its type commissioned by 
Company Directors. This year’s study builds on the 
previous research but has a specific aim of testing 
assumptions about NFP governance. Indeed, this 
study sought to examine the following questions:

•	 To	what	extent	are	members	of	Company 
Directors contributing to NFP organisations?

•	 Is	the	performance	of	NFP	boards	better,	 
worse or the same as FP boards? How useful  
is this comparison? 

•	 If	there	are	differences,	in	what	areas?	

•	 Is	it	possible	to	identify	the	impact	of	these	
differences on organisational outcomes?

•	 What	are	the	underlying	causes	of	 
any differences? 

•	 Do	directors	think	the	establishment	of	the	 
ACNC will help support better outcomes for  
the NFP sector?

•	 What	can/should	governments	do	to	further	
support the NFP sector? 



companydirectors.com.au

10  |  Directors Social Impact Study 2012 Examining the contribution of directors to Australia’s not-for-profit sector

RESEARCH 
APPROACH

To help answer these questions, Company Directors 
appointed specialists from Curtin University  
to undertake:

•	An	online	survey	of	Company	Directors’	members.	
The survey was emailed to approximately 
28,500 members in late June 2012 and 2,065 
responded. The questionnaire consisted of over 
60 questions and took around 15 to 20 minutes 
to complete. 

	•	A	series	of	five,	two-hour	focus	group	
discussions with Company Directors’ members - 
one each in Perth, Hobart, Geelong, Melbourne 
and Sydney.

Over 40 people participated in the discussions. 
All participants were very experienced directors; most 
with more than 10 years experience holding both 
NFP and FP directorships, several with backgrounds 
in listed companies, including ASX 200 organisations. 
These focus groups were completed shortly after the 
Government released the draft ACNC Bill.

Company Directors and Curtin University extend their 
thanks to every respondent for giving his or her time 
and detailed consideration to assist with this project. 
Without volunteer support this important research 
would not be possible. 

This report summarises the top-level findings and 
aims to inform discussion about NFP governance 
and the contribution of the Australian director 
community. Curtin University, in collaboration with 
Company Directors, is undertaking further detailed 
investigation of the results and aims to publish 
additional reports to support the sector in late 2012 
and into 2013.
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The findings in this report are based on a large 
sample of current directors. Of the 2,065 members 
who responded, 637 are currently directors of 
both an NFP and an FP organisation; a further 
726 are directors of one or more NFP organisations 

and 470 are current directors of one or more 
FP organisations. The total number of directors 
responding to the survey with current NFP 
experience was 1,363, while those with current  
FP experience was 1,196. 

PROFILE  
OF RESPONDENTS 

Total NFP directors 1,363

A further 232 have previously been a director of an NFP

Total current FP directors 1,196

NFP only 35%  
(726 directors)

FP only 23%  
(470 directors)

FP and NFP 31%  
(637 directors)

35% 23%31%
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The directors responding to the survey were 
experienced and highly educated. The majority  
(80 per cent) are over the age of 40 and have an 
average of more than nine years’ experience as 
non-executive directors. Between them they 
currently hold 4,691 directorships. 

•	Age: The average age of respondents is 54. 
Nearly 90 per cent of respondents were aged 
between 40 and 70. 

•	 Gender:	Approximately	one-third	of	the	directors	
who responded were female (32 per cent) and 
two-thirds male (68 per cent).

•	 Experience:	More	than	half	(56	per	cent)	of	the	
NFP and FP directors have over seven years’ 
experience as a non-executive director and more 
than one-third have over 11 years’ of experience. 

In total, the directors responding to the survey 
have over 16,000 years of directorship experience 
between them.

•	Number	of	directorships	currently	held:	Many	
non-executive directors hold more than one 
directorship, with NFP directors averaging 1.8 
directorships and FP directors averaging 1.2 
directorships. In total, respondents to the survey 
currently hold 4,691 directorships.

•	Education: Respondents had significantly higher 
levels of educational attainment than the broader 
Australian labour force.3

DIRECTORS’ EXPERIENCE  
AND DEMOGRAPHIC PROFILE

 NFP non-executive director

 NFP executive director

 FP non-executive director

 FP executive director

Less than 1 year 1 to 3 years 4 to 6 years 7 to 10 years 11 to 20 years More than 20 years
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NFP directorships FP directorships

Average held Total Average held Total 

Non-executive 1.8 2,244 1.2 1,040

Executive 1.4 507 1.0 900

Total 2,751 1,940

3 ABS 2012, Learning and Work, Australia cat. no. 4235.0 ABS Canberra

 Survey respondents

 Aust labour force

Up to and including 
Secondary Education

Certificate 
Level

Diploma or 
Advanced Diploma

Bachelors 
Degree

Graduate Diploma or 
Graduate Certificate

Postgraduate 
Degree

60%

50%

40%

30%

20%

10%

0%

n =1,488

Highest level of educational attainment
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Respondents were asked a series of questions about a 
single NFP and/or FP organisation of which they are 
a director. This enabled assessment of the opinions of 
directors related to specific organisations, rather than 
the NFP and FP sectors in general.  
 
Of the NFP organisations evaluated, 30 per cent had 
a turnover of less than $1 million p.a. and a further 
28 per cent had a turnover of between $1m and 
$5m p.a. As such, the sample includes a smaller 
proportion of small NFP organisations.

This is consistent with the 2011 Study, which found 
that members of Company Directors are more likely 
to be involved with NFP organisations considered 
to be economically significant.

Of the sample of organisations assessed, 39 per cent 
were incorporated as companies limited by guarantee 
and 42 per cent were incorporated associations.

THE PROFILE  
OF ORGANISATIONS EVALUATED

NFP organisation turnover

NFP directors: n = 1,114

9%

12%

15%

15%

28%

11%

10%

 Under $250k

 $250k to $1m

 $1m to $5m

 $5m to $10m 

 $10m to $20m

 $20m to $50m

 $50m+
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Differences between the NFP and FP organisations 
commented upon by respondents may impact the 
interpretation of data. In particular, there are key 
differences in the average turnover of the NFP 
and FP organisations being compared. For the NFP 
group, the range of annual turnover resembles 
anecdotal expectations, averaging $2m to $5m. 
About 12 per cent of the sample had a turnover of 
more than $50m. However, for the FP organisations, 
26 per cent had a turnover of $50m or over.

As such, the average turnover of the FP organisations 
rated by the directors is significantly greater than that 
of the NFP organisations. This suggests that, overall, 
the results compare NFP organisations that have a 
considerably smaller turnover with FP organisations 
that have a larger turnover. 

Of the FP organisations, 13.6 per cent were listed 
companies and 31.8 per cent were large proprietary 
companies. Just over 40 per cent were small-to-
medium enterprises (SMEs).

DIFFERENCES BETWEEN  
NFP AND FP ORGANISATIONS

n: NFP = 1,127 FP = 788

 NFP

 FP

Under 
$100k p.a

$100k  
to $250k

$250k 
to $500k

$500k
to $1m

30%

25%

20%

15%

10%

5%

0%

NFP and FP organisation turnover4

$1m  
to $2m

$2m  
to $5m

$5m  
to $10m

$10m 
to $20m

$20m  
to $50m

$50m+

4  As previously mentioned, the profile of FP and NFP organisations evaluated differed: FP organisations had a higher 
average turnover than NFP organisations. 26% of the FP organisations had a turnover above $50m, compared with 
only 12% of the NFP sample.
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This focus on minimising administrative costs 
is seen as impacting board governance in two 
important areas: the development of information 
needed to support board decision-making and 
board development and training. Directors believe 
that NFP boards receive comparitively less or lower 
quality information for decision-making from their 
organisation’s executive. This can reduce the speed of 
decision making and encourage “safe” decisions which 
might reduce innovation. Additionally, some directors 
said they did not ask for information due to the 
additional burden on management, who are already 
resource-constrained.  

The need to improve the quality of information for 
decision-making was also highlighted in the survey. 
When asked, “Which three things would most 
improve this [NFP] board’s performance?”, 44 per cent 
of directors cited “information for decision making”. 
Interestingly, a similar result was found with the 
assessment of FP boards where 38 per cent of 
directors believe their FP board’s performance would 
be improved with better information.

The focus on minimising overheads is 
impacting sustainability and governance

Directors believe that funders’ (particularly 
government funders’) obsession with minimising 
overheads is hurting the sector and impacting 
organisational sustainability. This issue is not 
new and was highlighted by the Productivity 
Commission report cited previously. 

“ All that compliance and reporting work they 
put on us; having to give detailed written 
reports to the government they don’t even 
read…we can’t ask [organisation management] 
to give the board more. They are stretched so 
thin already.”

“ We don’t take any salaries or expenses. If any money was available, we 
would rather spend it on improving the support of the board, getting us 
better information.”

GOVERNANCE CHALLENGES SPECIFIC 
TO THE NFP SECTOR
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In this survey, directors were asked to provide 
information on, and evaluate the performance of, 
a single FP board and/or a single NFP board upon 
which they sit. 

The results show that, when they are asked to judge 
the effectiveness of the most recent board they 
joined, directors believe that overall performance 
of their NFP and FP boards are the same. This 
contradicts a widely held anecdotal premise that 
the governance of NFP boards is “failing to keep 
pace” with the governance of FP boards. Further, 

the average ratings made by directors of NFP or FP 
organisations with a turnover above $50m per year 
found that the ratings for NFP boards (7.58) were 
higher than the ratings for FP boards (7.35).

This finding was reflected during the focus groups 
in which directors made a number of observations 
(good and bad) about the performance of their NFP 
boards, but were emphatic that these issues were 
just as often present on FP boards. 

Further, some participants in focus groups and 
respondents to the survey were quite frustrated 
with the extent to which NFP boards and NFP 
directors are being talked down by the directorship 
community, commentators and governments. They 
also believed that such unsubstantiated claims about 
the performance of NFP governance could result in 
poor reform decisions as evidence based reform is 
not possible.

FINDINGS

“ I’ve seen good and bad with both. It’s just that 
in not-for-profits, the ownership is not clear, 
so we expect more from them for their size.”

No discernible difference between not-for-profit and for-profit 
governance effectiveness, but there is a perceived difference.

“ Saying that not-for-profits are […poorly  governed…] is popular. But 
the truth is that they aren’t any different when you take into account 
their size etcetera. But that’s not a message anyone wants to believe. ”

10

8

6

4

2

0

Directors’ rating of their  
board’s performance (scale of 1-10)

Current NFP directors: n=1069   n: Current FP director. n=735

NFP FP

7.004 7.031
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 NFP

 FP

Review of financial 
performance

Risk
management

Relevant knowledge 
of directors

Directors’ board 
experience
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of funds

Succession 
planning Board
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“ I’ve worked with 
both, it’s not 
about whether 
they are for-profit 
or not-for-profit.”

When asked to rate their 
NFP or FP board on a series 
of attributes, the results 
were also very similar. The 
data shows that NFP and FP 
boards have similar strengths 
and weaknesses, but there is 
very little difference between 
the ratings of the NFP or the 
FP sector on the individual 

attributes. FP performance ratings are very slightly 
higher overall, but this is likely to reflect the larger 
size of the FP being evaluated and its capacity for 
applying resources to the governance process.

However, when respondents were asked to 
undertake a side-by-side comparison of governance 
effectiveness between the FP and NFP sectors in 
general (that is, give their overall perception, rather 
than a rating of their particular board) the results 
were considerably different. When thinking about 
FP and NFP boards in general, the FP boards were 
rated significantly better. The graph on page 21 
shows the perceptions of those directors who are 

currently directors of both an FP and an NFP 
organisation. The difference in the ratings of NFP 
and FP boards was even greater for those who are  
a director of one type of organisation only.

This result highlights the differences in directors’ 
own ratings of the actual boards with which they 
have direct experience and their perception of the 
differences in governance in the NFP and FP sectors 
in general. In other words, they think their own 
boards were operating reasonably well but that 
the broader NFP sector was not as well governed. 
In considering possible explanations regarding this 
difference, there may be a “halo effect” around  
FP boards. Alternatively, the enduring expectation 
that NFP boards would be governed poorly, 
notwithstanding the lack of evidence might well 
have been reflected in this response. This view 
appears to be well entrenched, and some focus 
group participants found this difficult to rationalise 
when challenged on it. Another factor could be  
that members of Company Directors are more  
likely to be involved with economically significant 
NFP organisations. 

Comparison of individual NFP and FP performance

FINDINGS

Current NFP directors: n=1,001   n: Current FP director. n=664
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GOVERNANCE CHALLENGES SPECIFIC 
TO THE NFP SECTOR

Image and reputation of NFP 
directorship is not accurate  
- NFPs can be more demanding

Serving on an NFP board is often considered by 
the governance and directorship community and 
commentators to be a stepping stone to joining a 
“more important” FP board. Those participating in 
the focus groups considered this view diminishes the 
reputation of NFP boards and is inaccurate as NFP 
boards can be more challenging.

The term ‘not-for-profit’ needs 
 to be changed

Unprompted, in each of the focus group discussions, 
participants raised concerns about the term not-
for-profit. They were very keen to communicate 
that they believe the term is inaccurate, misleading 
and diminishes the sector’s reputation. Their view 
is that all organisations - NFP and FP - must make 
a profit and/or a return on investment/assets and 
that this term simply makes people focus on the 
wrong element. Directors at the focus groups think 
a better term should be developed that more clearly 
defines what these organisations do. 

These comments reflect similar views summarised 
in the Productivity Commission’s 2010 report 
cited previously.

“ For community purpose, or Community 
Purpose Organisations”

“Making a profit is crucial for not-for-profits.”

“It doesn’t describe us or what we do.”

“ Not-for-profit boards are not second class to 
company boards. They can be easier to get on 
to, but that’s all…could be that they are easier 
[to get onto] because it’s so much hard work!”

“ It affects recruitment as people think we are 
not as professional or something”

“ Company Directors can do more to help 
change the perception that NFP boards  
are easier than for-profit boards”
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5  Australian Institute of Company Directors – Guide for Directors and Boards – delivering good corporate governance 2010

Directors participating in the focus groups believe that the 
quality of governance exercised by any FP or NFP board 
can vary from poor to excellent, but is not determined by 
whether the organisation is an NFP or FP. Instead, directors 
believe that the effectiveness of governance arrangements 
depend on their “fit” or appropriateness to the needs of the 
specific organisation. There is no single correct or incorrect 
approach to achieving this effectiveness. In considering 
approaches to governance, directors need to take into account 
the purpose of the organisation, the risks it faces and what 
governance arrangements are most appropriate to support the 
organisation to meet its purpose.

It is recognised that an organisation’s corporate governance 
system is a complex, inter-related framework of legal and 
industry standards, practices, behaviours, attitudes, rules 
and expectations. This is combined with a unique set of 
cultural and ethical values and principles, which also have an 
influence on the way corporate governance is applied within 
any organisation.5  

Boards differ in their effectiveness,  
but this is not driven by whether or 
not the organisation is an NFP or FP.

The need to recognise NFP diversity

If there was a single message that directors attending 
the focus groups wanted us and others to understand, 
it was that the NFP sector is hugely diverse.

They specifically commented on the tendency of 
governments to consider NFPs as a homogenous 
group with similar challenges and operations, and 
focus group participants considered it to be both 
naïve and “dangerous” for governments to rely on 
such ideas when they look to prescribe major reform.

“ There needs to be different models for 
different organisations.”

“ They are going to over complicate it, 
really. But they really need to simplify 
governance for small not-for-profits,  
not just make it so that only lawyers  
and accountants can understand.”

“ They don’t get it and they don’t really want to. They 
want a single yardstick to measure everything with, and 
then to regulate. It’s [a reform agenda] for their benefit, 
not ours.”

FINDINGS

GOVERNANCE CHALLENGES 
SPECIFIC TO THE NFP SECTOR
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“ It’s a matter of size, as opposed to whether 
it’s a for-profit or not-for-profit.”

“ We need to cut it by size and maybe the sectors they operate in. A lot 
of the not-for-profits operate in human services or the arts or sport 
and they have different issues. It’s pointless comparing BHP with a 
golf club or something, but that’s what we seem to be doing.”

Directors believe that variations in governance needs 
were much more strongly correlated with factors 
such as size (turnover and staff), industry sector, 
operational approach, culture, funding sources and 
other factors. This is supported by the survey results, 
which show that smaller organisations were given 
lower average scores on effectiveness. As focus group 
discussions progressed, participants commented that 
an organisation’s investment in governance and the 
governance structure itself should be appropriate 
to its size and risks. They also observed that NFPs 
are expected to have significantly higher levels of 
governance than FP organisations of similar size.

FINDINGS
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FINDINGS

On average, non-executive directors spend 23.4 hours 
per month – which equates to 35 eight-hour working 
days per year on all of their NFP directorship work. 
This confirms what was discovered in the 2011 Study. 
When asked about the amount of time they spend 
working for a single NFP organisation, the average 
was 16.3 hours per month or more than 24 working 
days per year. 

The majority of directors receive no payment for 
this work; 86 per cent of non-executive directors 
receive either no payment at all (61 per cent); only 
receive reimbursement of expenses (20 per cent); 

or an honorarium (five per cent). About 14 per 
cent receive directors’ fees. Non-executive director 
remuneration has been consistent over the three 
years that this study has been undertaken.

The ABS’s most recent statistics show that the 
median amount of time contributed by volunteers 
in Australia was 56 hours (seven days) per year.6 
The amount of time donated by directors to NFPs 
is therefore more than three times higher than the 
median for the Australian population.

In the focus groups, most said they do their NFP 
work in the evenings or at weekends. For those 
working for larger boards or on several boards, 
this has an impact on their family time.  

Directors make a significant voluntary contribution 
to the NFP sector

“ My family have told me that I am not allowed to 
stand as chair again. They can see the stress it 
causes and the work. I’ve decided to take a break 
later in the year.” 

Hours spent per month on a single NFP

Less than 1 hour 1 to 4 hours 5 to 8 hours 
(1/2 to 1 day)

1 to 2 days  
(9-16 hrs)

2 to 5 days  
(17 to 40 hrs)

5 to 8 days  
(41 to 64 hrs)

35
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0
Over 8 days 
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6 ABS 2006, Voluntary Work Australia, cat. no. 4441.0 ABS Canberra

“ Yeah, it’s had a big impact at home at times. 
But it’s not like you can just skip through it.”
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Directors’ work involves leadership and supervision 
across a range of areas including compliance 
(an increasing burden according to focus group 
participants), risk oversight and funding. However, 
directors spend most of their time reviewing the 
organisation’s performance and developing strategy. 

Directors are also participating in board sub-
committees; approximately two-thirds of the  
NFPs evaluated have a finance, audit, risk  
and/or remuneration sub-committee (and nearly 
80 per cent of NFPs have a fundraising committee). 

Proportion of time directors spend 
on activities
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FINDINGS

Comparison of total time input by FP and NFP non-executive directors

The ratio of time spent by directors on different 
key activities is very similar for both NFP and FP 
organisations. However, the total amount of time 
these directors spend on their FP directorships is 
significantly higher, both in total and for an individual 
organisation. On average, FP non-executive directors 
work for a total of 40 hours a month on all of their FP 
directorships, and 22.1 hours per month on the single 
FP organisation they most recently joined. 

The difference in the average time allocated 
by directors to FP organisations may be 
partly explained by the larger size of the FP 
organisations. The results indicate a correlation 

between the size of the organisation with the 

number of hours spent and the number of board 

committees. However, these findings need further 

investigation as other factors, such as director 

remuneration, legal structure, the difference 

between FP directorships being part of the “day 

job” and NFP directorship responsibilities having 

to fit into other time or other elements may 

also be correlated with time input. Further, the 

results contradict the findings of the focus groups 

and anecdotal evidence that NFP directors are 

often required to undertake more executive or 

operational duties due to scarcity of resources.

Directors of FPs may be spending more time in their role 
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In the focus group discussions, the majority of 
respondents stated that NFP boards - particularly the 
smaller, member-elected boards - have lower levels 
of commercial or governance experience. The survey 
supported this view, but also found that respondents 

believed both FP and NFP boards would benefit 
from improved technical skills (finance, legal) and 
improved board governance skills. 

There is a need for skills improvement - but not just for NFP boards

70%

60%

50%

40%

30%

20%

10%

0%

 NFP

 FP

Technical skills Depth of 
governance/ 
board skills

Better 
chairmanship

Team work Information for  
decision making

Risk 
management

The top three things that would improve board performance

Nothing Other

NFP non-executive directors: n = 1,050   FP non-executive directors: n = 733



companydirectors.com.au

26  |  Directors Social Impact Study 2012 Examining the contribution of directors to Australia’s not-for-profit sector

Despite the additional challenges of supporting 
NFP organisations, focus group participants  
said it is this human component that motivates 
directors to join these boards and to work for  
NFP organisations as volunteers. 

This finding was supported by the survey, which 
found that 70 per cent of respondents joined “to use 
my experience to give back to the community” and 
67 per cent had a ”belief/passion for the mission”. 

Passion for the mission and a desire to “give back”  
are the main reasons stated for joining an NFP board
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GOVERNANCE CHALLENGES SPECIFIC 
TO THE NFP SECTOR

The impact of passion on  
NFP governance

Directors stated that one of the key differences 
between NFP and FP governance is the level of 
passion and engagement of NFP directors. There 
was much discussion in the focus groups about NFP 
governance involving a higher level of emotional 
investment, but this was considered a strength and  
a weakness of NFP governance. 

This emotional component means that NFP chairs 
often require a higher level of people handling 
skills to manage their boards, and meetings can 
take more time.

Some believed that NFP boards would be better 
without people who have a close connection to the 
issues or mission of the organisation, while others 
argued that that a connection with the issues/
mission is essential.

 
 
 

“ It used to drive me crazy, the board meetings went on and on. Now I 
have learned to work with it. You have to let everyone have their say and 
then bring the conversation around to business. It’s much harder work.”

Public funding is driving strategy 
- which can create inefficiency and 
conflict with mission

Funding, particularly public sector funding, can 
become a major driver of strategy, and directors of 
NFP organisations stated that their boards have to be 
very disciplined to avoid being pushed away from their 
mission or core strength as a result of the priorities 
of their funders and the need to “chase the dollar”.

“The passion of the people creates the 
complexity [in NFPs]”

“ If [you] chase the money you can end up off 
course. Or you end up doing stuff you can’t 
get right.”

“ We have to have a margin to pay for [the pursuit 
of] our mission. We were established on the basis 
we serve those most in need, but the government 
funds us on their set of rules. If we took people on 
this basis, many of the people we were established 
to serve would miss out.”

“ Some NFPs have a formal limit to the amount 
of funding they will take from an individual 
agency/funder, but others have little capacity 
to do this.“
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Directors have low expectations about the impact of the ACNC

About half of the participants in the focus groups 
lacked awareness of what the ACNC was being 
established to achieve. When pressed, they 
commented that the original intent was to harmonise 
national regulations and simplify reporting. However, 
a majority of NFP directors who responded to the 
survey (80 per cent) believe that the ACNC reforms 
will either have no impact or a negative impact on 
NFP governance. 

A stated intention of the ACNC is to reduce compliance 
costs and the reporting burden. However, 54 per cent 
of directors felt that it would make “red tape” worse, 
or much worse. Only 8.9 per cent of directors believed 
it would improve red tape. Furthermore, 72 per cent 
of NFP directors believe it will make no difference or 
could increase compliance work.

In the focus groups, directors said that the 
establishment of the ACNC will result in an 
increase in regulation requirements and compliance 
costs. Participants were very sceptical about the 
association of the ACNC with the Australian Taxation 
Office and felt that the focus of the ACNC will be 
on increasing tax from the sector. It is clear that 
communication initiatives developed by the ACNC 
and other Commonwealth Government agencies 
need to be reviewed.

“There will always be the ones [NFPs] that exploit the system, but 
they [the Government] will end up over-regulating it and it’s the 
smaller, hard working community organisations that will pay.”

“ It’s really about trying to tax NFPs for their 
income. On one hand they [governments] tell 
us to become more self-sustaining and then 
they will tax any income we earn.”

“ They [the Commonwealth Government] are driving a process, not trying to achieve an outcome.”
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NFP directors’ expectations of the overall impact of ACNC

In the focus groups, nearly all directors were aware of 
the draft legislation to establish the ACNC but few had 
any knowledge of the proposed changes. Some saw it 
as “ASIC for NFPs”. Most did not know if it imposed 
any additional obligations on directors or boards, 
and expected the only outcome would be an increase 
in the reporting burden, with no benefit to the NFP 
sector. Again, the smaller NFPs were considered to be 
most likely to be negatively impacted.

“ It’s disturbing. The Commonwealth government 
is dumbing everything down to the same level, 
trying to treat us the same as the for-profits. 
They don’t get it.”

“October 1 [2012] – you betcha, regulation 
goes up”.
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Our research found interesting differences in 
the demographic profiles of directors that work 
for NFPs, FPs or for both types of boards. The 
education qualifications of directors of NFP 
organisations are higher than those of directors 

of FP organisations. Overall, 32 per cent of all 
respondents were female, only 16 per cent of 
those who only serve on FP boards are women, 
whereas 45 per cent of those who only serve as 
directors of NFP boards, are women. 

Attribute Current directorships

NFP only FP only Both FP and NFP

Average age 53 yrs 54 yrs 57 yrs

Gender (% male) 55% 84% 78%

Gender (% female) 45% 16% 22%

Overall experience as non-executive director NFP  9.0 yrs  2.3 yrs 10.3 yrs

Overall experience as non-executive director FP 2.7 yrs 17.8 yrs 8.2 yrs

Education
Bachelors degree 23% 22% 23%

Postgraduate qualifications 63% 56% 63%

Amount of time spent per month 23.4 hrs/month 31.9 hrs/month

There is a difference in the directors who work 
on NFP and FP boards
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The NFP sector is reliant on its volunteer network 
as organisations have limited funding and need 
this contribution to supplement paid employees. 

NFP directors are a critical part of that network, 
giving up their time, most often voluntarily, to bring 
a wide range of skills to the oversight, management, 
fundraising and day-to-day operations of the NFPs 
they govern. 

The Australian Institute of Company Directors 
(Company Directors) set out to gain further insights 
into the contribution directors make to the economy 
and society through their roles in the NFP sector. What 
sort of people are these directors and what inspires 
them to get involved in NFPs? How much of their time 
do they give up each year and what do their roles as 
NFP directors entail? What types of NFP organisations 
are they governing?




