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Abstract: Nonprofit organizations play a role in the creation of a society that is civil, and it
is an important one that neither the state nor for-profit organizations undertake. This raises
the question of governance and accountability, which is often addressed by looking to
agency-based models from the private sector. The acknowledged problem is that the
agency’s notion of owners does not translate well to nonprofits. Adapting the concept of
leasehold (wherein the managers and organization operate with broad autonomy, using
resources supplied by supporters in exchange for the promise that specific societal value
will be created, and are accountable for doing so) allows for a more flexible and responsive
arrangement. It also suggests a mechanism whereby many independent nonprofits taking
multiple approaches help civil society evolve.
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1. Introduction

This paper explores the governance of individual organizations and their connectedness within a
society. The challenge comes from the recursive nature of the process by which society shapes
organizations, which then shape society, which subsequently shapes organizations—in a continuing
cycle. However, how can we best understand the governance of nonprofit organizations in such a
context? In a number of ways, the agency model fails to recognize the complexity of nonprofit
organizations, creating the need for a framework that better captures their social embeddedness and
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dynamic environments. One such alternative is explored which leads to an ecological understanding of
the governance of nonprofit organizations within a society.

The notion of civil society may be thought of in two intertwined but distinct ways. First, at its
broadest, the notion encompasses the conditions and practices required for a society to be deemed
decent. The actual criteria vary across time, place, and culture. Those whose conditions are considered
may not include all people living within the footprint of the society (e.g., outcasts). This perspective is
associated with a conversation which has been evolving since Aristotle about human need, community,
dignity, justice, and what is required beyond government contributions to create a civil society.

Second, civil society is used as synonymous with “civil sector”, the aggregate of social purpose
organizations (generally nonprofits) working to foster conditions that result in a more civil society, as
the term was used in the preceding paragraph [1-3]. This is the sense in which the United Nations uses
the term when speaking of partnering with civil society in development efforts [4,5]. Of course, not
everything that makes a society civil is the product of nonprofit organizations. Government provides
services such as police, education, and public sanitation. The goods and services provided by
commercial enterprises create much that is associated with what is civil in a society, although doing so
primarily for those who can pay. Food, housing, education, and healthcare are examples of services
that may be provided by government, nonprofit, or for-profit organizations. The civil sector might be
seen as filling those needs not otherwise served, resulting in a different agenda in different contexts.

Thinking of nonprofits as a vehicle for filling gaps suggests a marginal or ephemeral role. Yet, such
organizations are abundant and often enduring, if not individually as a category of organizations.
A society’s civility may be measured by its treatment of those with limited financial and political
resources. It is precisely those who are least able to meet their needs by making purchases or
influencing government who are caught in the gaps nonprofit organizations address. Thus, there is an
inherent role for nonprofits in societies.

However, how and in whose interest are nonprofit organizations governed? Viewed from a societal
perspective, these organizations perform a necessary function. Government, industry, and members of
the community at large may look to them to fill roles not otherwise performed. Yet, nonprofit
organizations are separate from government and commerce. They are independent and not under the
control of the other sectors.

If nonprofit organizations address gaps and if filling those gaps is integral to a society’s being civil,
the mechanisms by which nonprofit organizations are accountable has significance beyond the
individual organization itself. Surely, the performance of such work would not be left to chance. This leads
some [6-9] to suggest that nonprofit organizations are a product of the polity—so the state governs
nonprofits. Certainly, nonprofits do not exist without the sufferance of government, and they are
subject to its regulation. However, for-profit enterprises also require the sufferance of the state and are
subject to its regulation, yet in only a few socio-political systems could one say the state governs such
enterprises. In addition, it is a fact that nonprofits are private organizations, albeit ones serving societal
purposes, that makes the question of organizational governance compelling.

In rare cases, nonprofit organizations are created and maintained with funds from an individual, a
family, or a for-profit corporation to address a specific societal need. Such organizations are authorized
under the law, accountable to the entity providing the funds, and expected to pursue a coherent strategy
to address the stated purpose. In this regard, their governance is quite like that of a for-profit
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organization, responsible to its owners, who would be expected to see to the nonprofit organization’s
operation and performance.

At the other extreme, one sees the spontaneous emergence of groups addressing needs within their
communities. Pre-organizational forms may emerge in response to specific needs which last as long as
the needs animate participation. An example would be Mexican villagers setting up tolls on state
highways to extract funds to pay for the materials they then use to repair the road, which the state had
failed to do. The emergence of such entities is largely unguided and may be ungoverned in that there is
no accountability to anyone beyond the immediate actors. While these are common enough, they do
not account for the many nonprofit organizations established to address enduring categories of needs
with the expectation that they will sustain themselves overtime.

Most nonprofits are found in a middle ground, existing as formal organizations (in a sociological
and legal sense), deriving resources from a number of sources (i.e., multiple individual donors,
foundations, government contracts, in-kind contributions from the community, volunteers). Thus,
accountability to a single owner is not really an option. In contrast to situations wherein people unite to
achieve a particular result and then disband, these organizations are expected to achieve their purposes
over time. This requires governance to guide adaptation and growth as well as performance: an
enduring private enterprise producing results of societal value integral to a civil society.

2. Finding an Appropriate Institutional Framework for Governing Nonprofit Organizations in a
Civil Society

The nonprofit organizations which comprise the civil sector are numerous, pursue a range of goals,
and do so with varying levels of competence [10]. While they share the characteristic of having a
societal purpose, there are many different versions. The inconsistencies and even conflicting aims
among them certainly do not suggest an efficient use of resources. The absence of any clear
coordinating mechanism moving this population of organizations into concerted and coordinated
action would be frustrating to anyone desiring the sector address a particular societal deficiency.
However, the idiosyncratic nature of such organizations allows them in aggregate to discover and
address a range of needs for which government and for-profit organizations are ill-suited. They can be
responsive and innovative. It is not just a matter of executing solutions which are generally recognized,
but allowing for the emergence of solutions or even discovery of problems that may not have been
considered before.

The lack of efficiency and seeming dependence on nonprofit organizations in shaping the future
character of a civil society may pique government interest in controlling them. It may seem natural to
those involved with public policy for the state to assume a superordinate role governing nonprofits
(i.e., [6]). Yet, it was the limitations of the state and commercial enterprises that sparked the need for
nonprofit organizations, so it is hard to see them being the animating force to meet the needs they have
left unaddressed.

As nonprofit organizations are independent and private, they resemble for-profit organizations in
some respects. Thus, one might reasonably look to corporate governance for guidance. Yet, for-profit
organizations have as a central part of their purpose the creation and distribution of financial value.
Even if financial gain of the owners is not their exclusive purpose, it is among the significant outcomes
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and consequently occupies a central position in corporate governance. Nonprofit organizations serve a
societal purpose. So while they need to achieve financial equilibrium to be sustainable, there is no need
to distribute surplus and no external “owners”. There is no reason to maximize financial performance.
Societal performance should provide the meaningful indicators of performance. Yet, much of current
practice is guided by an effort to apply a model drawn from corporate governance which emphasizes
financial accountability.

2.1. The Logic of the Agency Model

Just because the corporate model is imperfect does not preclude its being useful. Unfortunately, in
its usual form of the agency model [11,12], many of the weaknesses in the model for corporations are
even more relevant to nonprofit organizations [13,14].

The logic of agency as it has been applied in corporate governance is that owners allow executive
managers use of their capital to pursue the owners’ interests through the value created by the
organization. The model focuses attention on the potentially uncorrelated interests of managers and
owners, the greater information and expertise of managers, and the struggle to induce managers to
provide the information that would allow owners to hold them accountable. The owners’ interests are
generally assumed to be financial and executive compensation is used to align the interests [15].
Broad directions of the firm (in the form of strategy) and major capital commitments must be approved
by the board to assure compatibility with the owners’ interests [12,16].

While agency is at the root of many ideas associated with for-profit governance [17,18], it is a
limited and somewhat flawed narrative. Even so, one can see a similar underlying logic in approaches
to non-profit governance.

If measuring performance is problematic in for-profit organizations, it is bound to be more
problematic for nonprofit organizations where societal performance is central to their reason for being.
Measuring social performance has been an active concern in the nonprofit community [19]. It has been
pressed by funders seeking to understand what value their support has generated. As there are a large
number of possible outcomes (and ways to achieve those outcomes), the fact that multiple measures
exist does not of itself constitute a problem. The more pressing question is who decides which
measures to use when assessing a specific organization’s performance.

The central notion in agency theory is that the managers act on behalf of the principals, so the
principals’ interests determine the definition and measures of performance [20,21]. This is a problem
for nonprofits which are not “owned”. Sometimes this is addressed metaphorically, by thinking of
nonprofit organization as acting on behalf of those they serve or of the broader society. The board of
directors is then understood to govern on their behalf. While this may work as a metaphor, it has
practical limitations, as there is no one to hold the board to account. Hence, the board is left to use their
best judgment. This is not unlike what is sometimes found in for-profit organizations where boards are
in the thrall of senior executives [22] in essence extending the agency problem to the board as well as
senior management. In the absence of accountability for performance, there is the risk the board will
adopt a least common denominator of allowable practices and minimal criteria. Whether as regulations
or norms the minimal criteria are easiest to craft around issues of financial stewardship. While
financial stewardship is important, it is not necessarily correlated with maximizing the societal value
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created. These are not new problems. Others have noted the difficulty determining the measures to use
to hold nonprofit organizations and their managers accountable [21]. However, an absence of
identifiable owners and uncertainty about appropriate measures are central to the problem of applying
the agency model to nonprofits.

As the difficulties span the sectors, perhaps the problem is with the agency model itself. While
agency in contemporary parlance is treated as an element of capitalism (as those who contribute capital
are privileged above others) the principal-agent relationship actually is grounded in a more primitive
conception of authority relations, that of master and servant. The principal could also be the
government with managers acting as agents of the state [23]. Perhaps, it would be useful to consider a
different framework.

2.2. Leasehold as an Alternative

Early examples of agency (i.e., [24]) spoke of overseers managing agricultural operations at a
distance on behalf of an owner. An alternative model of long standing is a leasehold, in which the
owner grants the right to use the land for specific purpose and to manage it as if it were the
leaseholder’s own for an extended period of time in exchange for a rent (possibly a portion of what is
produced on the land) and an agreement to maintain the property.

Over the years the concept has expanded to include other forms of property—for example, the right
to an apartment on land belonging to someone else. Long terms leases are common for major
equipment. Such capital leases may even be treated as assets of the business. Rent may take the form
of a share of the value created, and there may be covenants regarding operating in ways that maintain
the integrity of the asset. Over time, tenant’s rights have expanded, particularly with respect to
extending the term of the lease.

The underlying logic is that managers are accountable to those from whom they have agreed to
accept resources critical to the creation of value and to whom they have made a commitment for the
right to use the resource [14]. Those who provide financial capital need not be viewed as the only ones
to whom the organization is accountable. Such an approach may be particularly useful in nonprofit
organizations where a range of resources are required.

Under a leasehold arrangement, executives initiate mission and strategy, as opposed to the agency
model in which basic directions and interests to be served are defined by owners. To execute strategy,
they must secure access to the resources necessary to do so. In a commercial setting, these resources
might include future infusions of capital, lines of credit, technology, patents, and access to distribution
channels. Nonprofits might require access to client populations, expertise, alliances with other
nonprofits and agencies, and donors. In the case of mission driven work, those who supply resources
may do so in whole or in part because they agree with the organization’s mission and the way it has
chosen to pursue it [25]. The value for which they contribute resources may be the societal value
created as the nonprofit fulfills its intended purpose.

Once freed of the necessity to privilege those who contribute financial capital above those who
provide other critical resources, there is at least one other approach that has been proposed as an
alternative to agency—stakeholder theory, where management is expected to take account of the
impact of decisions on those significantly affected by the actions of the firm [26-29]. Owners, the
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members of the board, and management are expected to grant some accommodation for those needs.
When the needs of stakeholders conflict with the interests the organization is striving to serve, the
stakeholders’ needs are apt to suffer [27,30,31]. Similarly, the senior leadership of nonprofit
organizations may consult clients, advocates, or community members before making a decision, but
there is no accountability to them. The leadership is not obligated to incorporate their views or those of
any other stakeholder group. Nor is there any commitment to share information on the results.
Stakeholder theory essentially operates within the assumptions of agency. While stakeholders may
acquire legal rights which compel the firm to address certain interests, the firm still has no direct
accountability to anyone other than principals.

Leasehold allows that organizations may commit themselves to be accountable to parties other than
owners. Those who allow their resources to be used by the firm based on the commitment it will create
and distribute value (whether financial or societal) have a claim as part of the governance of the
organization [32]. It is important to recognize the distinction between those who make an ongoing
contribution of resources with an expectation the organization will create some specific value versus
suppliers who sell goods and services to the organization as a series of individual and self-contained
transactions. Leasehold implies a relational contract rather than a transactional one. The relationship is
centered on the value the organization proposes to create.

Such an arrangement still allows management to operate with broad discretion. The strategy
developed with the advice and concurrence of the board determines which resources are critical and
the approach to be used to secure them. When resources are secured by the promise to create value and
achieve outcomes that are aligned with the interests of those supplying the resources, management
needs to maintain the relationships, by demonstrating that the value expected has been created. Unlike
agency relations wherein managers have an incentive to obscure results because the interests of
principals and agents are not aligned [12,33], here managers initiate the goal setting and performance
management process. They determine both the resources that are most critical and whose support is
necessary to access those resources. Supporting the relationships by sharing performance information
would be consistent with their interests and those of the resource providers. The organization is
accountable to those with which it has established a mutual commitment.

The enterprise and its leadership are viewed as a unit. It formulates purpose, develops the
organization’s capacity to create value, and delivers that value in the relevant communities. It is
accountable to resource providers for the performance that induced their support; recognizing the range
of resources required in nonprofits may be more varied than those usually considered in for-profit
organizations. Thus, while a donor to Covenant House will expect prudent management of funds, the
more fundamental concern is that children who were living on the street will be housed, fed, and
protected. Local government may offer funding and other support through its agencies with the
expectation this will lead to reduced homelessness. The reporting needs to provide information that
credibly communicates the results.

Table 1 summarizes the key differences between the agency and leasehold models.



Adm. Sci. 2015, 5 171

Table 1. Key distinctions between agency and leasehold models.

Model Type of Relationship Parties to Relationship Nature of Resources

Based on a transaction between . o , o .
o o . Board of directors press principals Primarily financial.
principal and agent. Creating incentives . i .
Agency . . . interests and monitor View other resources
to align agents’ interests with those of , . .
o . ) ) ] agents’ behavior as fungible.
principals is a major consideration.

Board oversees management’s )
L Open to a variety of
efforts to maintain the

Based on enduring relationship, with o o . resources, based on
] . organization’s sustainability with o
Leasehold shared interest in the value the ] ) their importance to the
o respect to its environment and the o .
organization proposes to create. organization’s capacity

integrity of its relationships with
) to create value.
key resource providers.

3. Implications for Nonprofit Governance

What are the implications for the way we think of governance? In an agency framework, the broad
purpose and envisioned outcomes are grounded in the principal’s interest. The leasehold perspective
envisions purpose and intended outcomes emerging from senior leadership’s interaction with the
environment. The organization’s plans to achieve its goals must appeal to a range of supporters whose
contributions are necessary for the plan to succeed. Whether the support is secured, as are traditional
corporate investors, through promises of financial return or outcomes beneficial to a broader
community, the organization’s commitments make it accountable to those with whom it has
established a relationship to secure the resources on which it will depend. If sufficient support cannot
be secured, the plans will need to be altered and conceivably even the mission modified. While the
same result might occur under an agency model there is the presumption that the directors and
executives will check with the owners, a task made prohibitive in a for-profit corporation because of
the number of owners and the speed with which shares change hands. Ownership is even more elusive
in a nonprofit. Leasehold assigns the authority and obligation to adapt to management and the board.
Reflecting on the implications for governance, one might conclude that leasehold is actually more
descriptive of current practice than is agency.

One distinction is evident in the way strategy is enacted within nonprofit organizations. In an
agency framework, mission is sometimes seen as a surrogate for the owners’ interest, in the sense that
mission interprets the interests to be served [34]. This leads to the selection of programs which are
taken as a direct expression of mission. The budget and resource acquisition processes are derived
from the needs of the programs. The focus of senior leadership becomes program performance and
sustainability. The foundational questions of mission and value creation are subsumed by the focus on
programs. It is not unusual to find nonprofits speaking of the financial and associated performance
measures required by funders of particular programs as if they were the organization’s strategy. In a
curious irony, this makes nonprofit organizations more Schumpeterian than for-profits, in so far as
they live or die based on specific program initiatives. This occurs where the organizations operate
consistent with agency theory principles, locking activities in place based on the owners’ presumed
agenda, without a clear mechanism to guide fundamental adjustment in light of a changing situation.
This contrasts with the leasehold approach which focuses on value creation. The key strategy question
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is how to develop the capacities to create value (societal value, relevant to the mission). While
nonprofit organizations often use this term to mean overhead capacity for management activity, here it
is applied in a manner more consistent with its use in business strategy as the capacity to create value.
The capacity to create value is something to be nurtured and maintained. It may lead to modification of
programs, propagation of new ones, and the termination of obsolete ones. It is relevant to the way
resources are used, thus tying budget and mission together in strategy.

Such a construction of strategy and governance are not without peril. It can lead one to think of
nonprofits as guided by internal, isolated, and idiosyncratic forces. The extent to which this is a
problem depends on the accountability, which in leasehold is to critical resource providers. Where they
do not see the expected value created, their support will wane, compelling a response from
management. The transparency and openness one would hope to see in organizations is integral to a
leasehold approach, as there is an affirmative motivation to share information with the key resource
providers (and those who might become resource providers in the future).

This is not to suggest the board and senior management’s task is simple. Recognizing changes
within the communities served, acknowledging and implementing change in the value created to meet
these changing needs, and developing relationships to address the consequent changes in the resource
requirements is a substantial governance challenge. Even in a relatively tranquil environment
recognizing, balancing, and confronting differences in expectation and priority among different critical
resource providers is a key governance task.

For-profit enterprises think in terms of the markets with which they interact. Farmers go to financial
markets to secure funds to plant, grow, and harvest. They enter labor markets to hire people to help
with the harvest. They then bring their products “to market”. Interactions with such markets are seen as
exerting a discipline upon organizations, compelling them to be responsive to needs within society—a
push from the invisible hand.

Nonprofit organizations interface with markets as well. In some cases, they are the same markets
faced by for-profits (i.e., labor, real estate, credit). However, some are quite different. If a nonprofit
organization requires volunteers to provide its services or to create broad-based advocacy, it must
attract unpaid participants, presumably by the quality of the experience and shared interest in the value
being created. If an organization proposes to shelter the homeless, it must attract clients who need to be
housed. Certainly, there are instances where members of the target group decline the opportunity (i.e.,
people avoid homeless shelters which are perceived to be dangerous). If a farm cooperative is offering
to aggregate the production of small farms into lots large enough for the wholesale market, it works
only if the small farmers trust the cooperative and if wholesalers are willing to do business with it.
These are choices made in the context of competing alternatives.

Thus, each nonprofit organization fashions a proposition designed to appeal in the markets in which
it operates, including non-financial markets. If it does not secure the volunteers, access the populations
it would serve, and acquire donations (monetary or otherwise) it will need to adapt. The flexibility to
do so in a timely manner is inherent in the concept of leasehold. Each nonprofit has the opportunity to
evolve unique responses to its challenges. The interests of resource suppliers create pressure for
innovation, fostering improvement in the sector as a whole.
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4. Leasehold and the Evolution of a Robust Civil Society

While each nonprofit organization is governed separately, the process of governance operates across
the sector. The notion of a large number of independent organizations adapting in light of their
particular missions, capabilities, perceptions of their circumstances, and unique network of resource
providers presents a prospect that is at once exciting and distressing [35,36].

The excitement comes from the variety of nonprofit organizations, relatively free to propose how
they will address social issues and meet human needs. Nonprofits may emerge as small, specifically
targeted entities coalescing in response to the needs experienced in the community that develop the
ability to marshal resources to meet those needs. The sector is characterized by partnerships and alliances
which connect nonprofits around common interests and foster cross-organization learning [37]. Such
an ecology of organizations makes the sector robust in the face of shocks from the environment.

The distress stems from a lack of efficiency for the services being provided at any one moment. If
one believes there is an optimal blend of services to be provided, it opens the possibility that there are
specific best-practices for doing so, and all the experimentation and idiosyncrasy may be seen as
wasteful. This echoes an argument similar to that regarding centrally planned versus free market
economies, although it may be easier to gain consensus on what constitutes a well-functioning
economy than a civil society.

The ideological elements of the answer to the question of what constitutes “well-functioning” is
another source of tension in the sector. The variation and limited control over independent actors can
be experienced as subversive. This is all the more likely as nonprofit organizations endeavor to meet
needs that are not addressed by government or profit seeking enterprises. The concern arises not so
much because the needs are unmet but where they are not valued. Effort to address these needs can be
experienced as a threat. The organization which coalesces to meet such needs has the potential to
advance alternate values, which may spawn activism. Those who are aligned with the existing values
and institutions might reasonably see this as a challenge to the current order. This may set the stage for
efforts to rein in the formation, innovation, and value creation of nonprofit organizations, limiting their
ability to address societal needs, particularly as new needs emerge.

It would be naive to imagine nonprofits are entities which exclusively emerge organically from the
citizenry in response to social needs. There are specific instances which do not conform to the
leasehold model. These departures are distinctive and highlight such organizations as unlike their
counterparts in the sector. There are nonprofits established based on an a priori definition of what is
needed by society and funded at levels that eliminate the need to respond to local influence. These may
be established by resource rich institutions, individuals, political actors, or even the state. While
engaged in meeting human needs they may represent a position reinforcing or critiquing the existing
social order. A similar concern is sometimes expressed about large, international NGOs, where neither
their mission nor accountability is specific to the particular society in which they operate [38]. From a
leasehold perspective, the problem is that these organizations are established with such abundant
resources that they do not need to attenuate their behavior to the requirements of local resource
suppliers, clients, or institutions. The accountability is to a superordinate entity rather than a network
of influences in the society where they operate. As such, it may be more appropriate to apply agency
theory to these organizations, as they functionally have owners. However, this is a special case.
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It is also possible for ideological, political, religious or deep pocketed organizations to fund and
foster the early development of nonprofits which are expected to eventually engage their communities
through mutually beneficial interaction with local sources of support. Countless schools and medical
facilities have been established in this way, the initial support serving very much as the leasehold from
which these nonprofit were built. The challenge is recognizing the moment to step back and allow the
board to broaden its engagement with and commitments to the multiple resource providers in
its community.

Both nonprofit organizations and civil society itself should be understood to evolve. Each plays a
role in shaping the other. In this manner, one might view civil society as an ecological system in which
organizations (governmental, for-profit, and nonprofit) form and in aggregate create the value from
which a civil society is crafted.

The governance of nonprofit organizations is not the manifestation of a drive to achieve a single
goal. Rather, it is to create value, which fits among a set of interdependencies that determine the
potential ends and means of a successful organization. The relevance of what each organization creates
is based on a context created by institutions which are themselves in flux. The organization’s
sustainability depends on its ongoing articulation with these elements.

The leasehold approach provides a logic for understanding the organic development of nonprofit
organizations and for their adaptively responding to the needs of society. While an organization’s
leadership that is not beholding to a single master may complicate the notion of accountability, it does
direct attention to the organization’s dynamic interdependence with its environment and its reliance on
multiple sources of support with potentially varying interests. Over time, the sources of support may
change, the needs in society may change, but the leasehold perspective provides a framework for
understanding how nonprofit organizations are able to continue.

5. Conclusions

Conventional thinking on civil society guides us either to consider organizations, their strategies,
and their obligations or to view the population of nonprofit institutions which comprise the sector.
There are disciplinary antecedents to the preference for one perspective over the other. The question
one is addressing at the moment may also lead to the frame of reference. However, this dichotomy
results in separate sets of assumptions that guide analysis and action.

The leasehold model describes a process by which individual organizations are woven into the
tapestry of society. Its threads are the individuals, groups, and institutions with which the nonprofit
organization has ongoing relationships and particularly those on whose resources it depends.
The organization’s purpose and behavior is shaped by these connections. Similarly, the organization
influences the elements of society with which it interacts. This is unlike agency which suggests
idiosyncratic organizations, engaged in competition at multiple levels, to serve the interests of a
narrow group of principals. Governance of civil society is not so much a matter of a thousand blooms
contending as it is a matter of the eco-system of a forest evolving in light of the organisms present and
the conditions which change with time.



Adm. Sci. 2015, 5 175

Conflicts of Interest
The author declares no conflict of interest.
References

1. Kumar, K. Civil society: An inquiry into the usefulness of an historical term. Br. J. Sociol. 1993,
44, 375-395.

2. Stone, M.M.; Ostrower, F. Acting in the public interest? Another look at research on nonprofit
governance. Nonprofit Volunt. Sect. Q. 2007, 36, 416—438.

3. Walzer, M. Nation and universe. In The Tanner Lectures on Human Values; University of Utah
Press: Salt Lake City, UT, USA, 1990; pp. 508-556.

4. Otto, D. Nongovernmental organizations in the United Nations system: The emerging role of
international civil society. Hum. Rights Q. 1996, 18, 107-141.

5. Willetts, P. The Conscience of the World: The Influence of Non-Governmental Organisations in
the UN System; C. Hurst & Co.: London, UK, 1996.

6. Irvin, R.A. State regulation of nonprofit organizations: Accountability regardless of outcome.
Nonprofit Volunt. Sect. Q. 2005, 34, 161-178.

7. Milward, H.B.; Provan, K.G. Governing the hollow state. J. Public Adm. Res. Theory 2000, 10,
359-380.

8. Smith, S.M.; Lipsky, M. Nonprofit for Hire; Harvard University Press: Cambridge, MA, USA, 1993.
Young, D.R. Complementary, supplementary, or adversarial? Nonprofit-government relations.
In Nonprofits and Government: Collaboration & Conflict; Boris, E., Steuerle, C.E., Eds.; Urban
Institute: Washington, DC, USA, 2006.

10. Salamon, L.M. America’s Nonprofit Sector: A Primer, 2nd ed.; Brookings Institution Press:
Washington, DC, USA, 2010.

11. Ross, S.A. The economic theory of agency: The principal’s problem. Am. Econ. Rev. 1973, 63,
134-139.

12. Shapiro, S.P. Agency theory. Annu. Rev. Sociol. 2005, 31, 263-284.

13. Greller, M.M. Liberating strategy from the atavistic Agency Framework: Leasehold Model.
Presented at the Eastern Academy of Management International Conference, Lima, Peru,
21-25 June 2015; Paper number 86.

14. Greller, M.M.; Valentine, S. Development of a Leasehold Model for understanding responsible
business. Presented at the Academy of Management Annual Meeting, Vancouver, BC, Canada,
7-11 August 2015; Paper number 14960.

15. Wiseman, R.M.; Cuevas-Rodriguez, G.; Gomez-Mejia, L.R. Towards a social theory of agency.
J. Manag. Stud. 2012, 49, 202-222.

16. Jensen, M.C.; Meckling, W.H. Theory of the firm: Managerial behavior, agency cost, and
ownership structure. J. Financ. Econ. 1972, 3, 305-360.

17. Alexander, J.A.; Weiner, B.J. The adoption of the corporate governance model. Nonprofit Manag.
Leadersh. 1998, 8, 101-111.



Adm. Sci. 2015, 5 176

18.

19.

20.

21.

22.

23.

24.

25.

26.

27.

28.

29.

30.

31.

32.

33.

34.

35.

36.
37.

38.

Young, D.R. The prospective role of economic stakeholders in the governance of nonprofit
organizations. Voluntas 2011, 22, 566-586.

Behn, R.D. Why measure performance? Different purposes require different measures. Public
Adm. Rev. 2003, 63, 586—606.

Epstein, M.J.; Yuthas, K. Measuring and Improving Social Impacts: A Guide for Nonprofits,
Companies, and Impact Investors; Berrett-Koehler Publishers: San Francisco, CA, USA, 2014.
Kaplan, R.S. Strategic performance measurement and management in nonprofit organizations.
Nonprofit Manag. Leadersh. 2001, 11, 353-370.

Hermalin, B.E.; Weisbach, M.S. Endogenously chosen boards of directors and their monitoring of
the CEO. Am. Econ. Rev. 1998, 88, 96—118.

Weber, M. Economy and Society; Roth, G., Wittich, C., Eds.; University of California: Berkeley,
CA, USA, 1987.

Smith, A. An Inquiry into the Nature and Causes of the Wealth of Nations; Electronic Classic
Series; Manis, J., Ed.; Pennsylvania State University: Hazleton, PA, USA, 2005. Available online:
http://www.rrojasdatabank.info/Wealth-Nations.pdf (accessed on 19 September 2015).

Wright, B.E. Public service and motivation: Does mission matter? Public Adm. Rev. 2007, 67, 54—64.
Flammer, C. Corporate social responsibility and shareholder reaction: The environmental
awareness of investors. Acad. Manag. J. 2013, 56, 758-781.

Freeman, R.E. Strategic Management: A Stakeholder Approach; Pitman: Boston, MA, USA, 1984.
Hill, C.W.; Jones, T.M. Stakeholder-agency theory. J. Manag. Stud. 1992, 29, 131-154.

Mitchell, R.; Agle, B.R.; Wood, D.J. Toward a theory of stakeholder identification and salience:
Defining the principle of who and what really counts. Acad. Manag. Rev. 1997, 22, 853-886.
Filatotchev, I.; Nakajima, C. Corporate governance, responsible managerial behavior, and
corporate social responsibility: Organizational efficiency versus organizational legitimacy? Acad.
Manag. Perspect. 2014, 28, 289-306.

Speckbacher, G. Nonprofit versus corporate governance: An economic approach. Nomprofit
Manag. Leadersh. 2008, 18, 295-320.

Coase, R.H. Problem of social cost. J. Law Econ. 1960, 3, 1-44.

Eisenhardt, K.M. Agency theory: An assessment and review. Acad. Manag. Rev. 1989, 14, 57-74.
Jager, U.; Beyes, T. Strategizing in NPOs: A case study on the practice of organizational change
between social mission and economic rationale. Voluntas 2010, 21, 82—100.

Hakansson, H.; Snehota, 1. No business is an island: The network concept of business strategy.
Scand. J. Manag. 1989, 5, 187-200.

Iansiti, M.; Levien, R. Strategy as ecology. Harvard Bus. Rev. 2004, 82, 68-81.

Kapucu, N. Public-nonprofit partnerships for collective action in dynamic contexts of emergencies.
Public Adm. 2006, 84, 205-220.

Gray, R.; Bebbington, J.; Collison, D. NGOs, civil society and accountability: Making the people
accountable to capital. Acc. Audit. Account. J. 2006, 19, 319-348.

© 2015 by the author; licensee MDPI, Basel, Switzerland. This article is an open access article

distributed under the terms and conditions of the Creative Commons Attribution license

(http://creativecommons.org/licenses/by/4.0/).



