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PREFACE

As one of the largest employers in the country, the Department of
Defense (DoD) seeks to maintain a high-quality civilian workforce in
the face of shifting organizational priorities as well as technological
and social changes. Like most employers, DoD offers its employees
opportunities for education, training, and professional development
(ET&D) through both DoD and non-DoD providers. This network of
ET&D providers and users constitutes a multi-organizational, multi-
stakeholder system that is at present loosely coordinated and in-
completely understood. Because of the division of financial respon-
sibility, command authority, and workforce planning within DoD,
the effectiveness of the system depends on its capacity for gover-
nance of the organizations that provide the ET&D needed.

At the request of the DoD Office of the Chancellor for Education and
Professional Development, RAND undertook a study to develop tools
for describing and evaluating external governance in such a multi-
organizational system of ET&D. This report describes an approach
for accomplishing those aims. The approach described here consists
of two major tasks: a structural analysis that maps governance ar-
rangements and an implementation audit that assesses effectiveness
based on operational evidence. The framework and taxonomy pre-
sented here were developed based on reviews of relevant literature
and limited mapping exercises, but not through field audits or as-
sessment exercises with organizations. We recommend pilot testing
of the approach on a limited scale before systemwide implementa-
tion.
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iv A Strategic Governance Review

This report is one of a series of reports on ET&D prepared for the
Chancellor’s office by RAND. A companion document (Augustine et
al., 2002) develops an approach for assessing interorganizational
influence in complex, nonhierarchical systems. Earlier reports ad-
dress strategic planning approaches for organizations such as the
Chancellor’s office (Levy et al., 2001a) and approaches for ensuring
quality and productivity in systems of education (Gates et al., 2001).

This report focuses on the DoD challenge but also attempts to ad-
dress issues in common with other large systems of ET&D. As a re-
sult, it may be of interest to higher education administrators and
managers of corporate ET&D systems.

This research was conducted for the U.S. Department of Defense Of-
fice of the Chancellor for Education and Professional Development
within the Forces and Resources Policy Center of RAND’s National
Defense Research Institute, a federally funded research and devel-
opment center sponsored by the Office of the Secretary of Defense,
the Joint Staff, the unified commands, and the defense agencies.
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SUMMARY

INTRODUCTION AND BACKGROUND

The Department of Defense (DoD) provides its civilian employees
with numerous opportunities for education, training, and profes-
sional development (ET&D). For this purpose, it operates, sponsors,
or contracts with various providers of ET&D ranging from line agen-
cies that offer short courses to major institutions of higher education.
Thus, the provision of ET&D forms a loose and complex multi-orga-
nizational network of providers, employers, sponsors, and other
stakeholders, including licensing boards, boards of visitors and advi-
sors, and accrediting bodies. We call the influencing functions as-
sumed by those stakeholders external governance.

Systems can be governed through formal and informal mechanisms.
Moreover, governance may be executed through a wide range of en-
tities, including those within and outside the system. In the case of
the DoD system of ET&D, governance cuts across the boundaries of
organizations with missions other than ET&D and operates through
multiple channels of authority and influence. The fulfillment of the
mission and purpose of such a system may depend on the ability of
system leaders to control, coordinate, or influence (i.e., govern) the
elements of the system that create final outputs, namely, the
providers of ET&D.

Oversight of the quality and productivity of ET&D activities was
made a focus of policy in 1998, when the DoD Office of the Chancel-
lor for Education and Professional Development was established.
The Chancellor’s office was tasked with serving as the primary advo-

xi



xii A Strategic Governance Review

cate for the academic quality and cost-effectiveness of ET&D for DoD
civilians, although it was given relatively little direct authority over
the providers, and governance remains decentralized and compli-
cated. In pursuit of its mission, the Chancellor’s office seeks to
identify and help eliminate governance obstacles to the establish-
ment and achievement of system goals.

OBJECTIVE AND APPROACH

The aim of this work is to provide the Chancellor’s office with tools
that enable the description and evaluation of the external gover-
nance of ET&D providers serving DoD civilians. Accordingly, the re-
port describes an approach for conducting a strategic governance re-
view consisting of two types of examination: a structural analysis
and an implementation audit. The primary goal of a structural anal-
ysis is to describe existing governance arrangements. The analysis
includes a mapping task in which providers and stakeholders, their
functions and goals, and the relationships among them are identi-
fied. It proceeds by explicitly linking system-level goals with gover-
nance arrangements and by searching for gaps and overlaps in the
coverage of critical goals. The primary goal of an implementation
audit, on the other hand, is to assess governance. It involves check-
ing actual governance practices and evaluating them against effec-
tiveness criteria. This report does not present the results of any such
analyses; it proposes an approach to conducting them that may be
used by system-level authorities in their own studies of governance
within their particular contexts.

THE STRUCTURAL ANALYSIS OF EXTERNAL GOVERNANCE

The structural analysis is the first task in conducting a strategic gov-
ernance review. Its goal is to identify the structure of governance
within a system. It is supported by a taxonomy that establishes la-
bels for the various elements of external governance, including the
entities involved in governance, the functions of governance, and the
domains of ET&D subject to governance.
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e Peripheral stakeholder. A person or organization that has goals,
interests, or concerns at stake in the provision of ET&D other
than the primary mission of the system, and that does not
directly benefit from ET&D as an employer of the trained work-
force.

e Intermediary. A person or organization that exercises influence
over a provider or system on behalf of other stakeholders, rather
than primarily in pursuit of its own goals, concerns, or interests.

Functions are the tasks that stakeholders carry out with respect to
other persons or organizations in the ET&D system. We classify
functions into four broad categories: (1) command and control; (2)
resource provision; (3) coordination and/or communication; and (4)
evaluation, research, planning, advising, and/or advocacy.

Domains are the areas of ET&D provision that stakeholders seek to
influence. Examples of domains include mission, structure, opera-
tions, services, curriculum, personnel, and admissions.

Mapping Governance Arrangements

Mapping external governance arrangements involves answering six
questions:
1. Who are the providers in the ET&D system under review?

2. What stakeholders are directly involved in external governance for
these providers?

3. What governance functions are performed by each of these stake-
holders?

4. Over what domains do these stakeholders exercise or seek influ-
ence?

5. What other stakeholders do intermediaries represent?

6. What interactions among stakeholders are relevant to the gover-
nance of ET&D?

The answers to the first four questions determine the scope of the
structural analysis and permit the mapping of direct relationships
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between stakeholders and providers of ET&D. Answering the final
two questions introduces another order of complexity into the map-
ping task, because it requires identification of indirect relationships
between governance stakeholders and ET&D providers.

Aligning Governance Arrangements

After governance arrangements are mapped, system-level planners
can evaluate the extent to which those arrangements cover key
stakeholder goals. Such a task requires the identification of key
stakeholders and their goals and matches the goals with governance
functions.

Identification of key stakeholders requires an exercise of judgment
based on the purpose of the review. Identification of key goals can
be achieved by studying the nature and mission of organizations
both as expressed in official documents and through interviews with
leaders and administrators. We suggest four broad categories as a
guide for identifying goals for a system of ET&D: (1) provid-
ing/obtaining a skilled workforce (effectiveness or quality), (2)
making efficient use of resources (cost-effectiveness or productivity),
(3) maintaining a high quality of life for workers (i.e., students), and
(4) maintaining equity or fairness. These categories are not intended
to be exhaustive or mutually exclusive. After key stakeholders and
their goals are identified, the following questions can be asked: first,
who is acting on behalf of the stakeholders to protect the
achievement of the goals, and second, what governance functions
are being performed regarding the goals?

Once these basic questions are answered, the analysis begins to in-
clude questions that will be more directly useful in assessing the ef-
fectiveness of governance. What are the obstacles or threats to the
achievement of the key goals? Are there significant gaps and/or
overlaps in the coverage of key goals and functions?

THE IMPLEMENTATION AUDIT OF EXTERNAL
GOVERNANCE

The goal of the implementation audit is to assess the effectiveness of
governance practice. It requires detailed evidence from organiza-
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tions in the system demonstrating how governance works in
practice. As a result, it requires more time, staff effort, and multi-
organizational participation than does a structural analysis. An im-
plementation audit is carried out to address concerns about gover-
nance capabilities and outcomes, and it must rest on a preliminary
understanding of the system as provided by a structural analysis.

Planning the Audit

A successful and efficient audit requires careful planning. Decisions
must be made about the purpose and scope of the audit, who is to
conduct the audit, and how information is to be gathered. Perhaps
the most important step in the planning process is the specification
of criteria for effectiveness. Criteria should be measurement based,
mission driven, and outcome oriented. Measurement-based criteria
enable objective assessment. Mission-driven criteria direct the as-
sessment toward the purpose of the system. Outcome-oriented cri-
teria focus on results. In cases where outcomes cannot be observed,
process-oriented criteria can be substituted, but evidence should be
presented linking the process to the outcomes it is intended to gen-
erate.

The audit involves gathering evidence as to how well the system ful-
fills the preset effectiveness criteria. Auditors obtain evidence about
the day-to-day implementation of governance relationships among
entities and then consider the weight of the evidence relative to each
criterion. Specific types of evidence should be named in the gover-
nance audit plan and requested from entities subject to the audit.
Site visits and interviews can be used to supplement the documen-
tary evidence.

Assessing the Effectiveness of External Governance

We suggest four criteria for assessing how well existing arrangements
and relationships govern the achievement of the system’s mission
and the satisfaction of stakeholder goals. Accordingly, these criteria
require evidence relating specifically to governance performance and
not ultimate system performance.
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1. There is evidence that system outcomes are being measured and
evaluated relative to goals. Effective governance requires that
outcomes be measured on an ongoing basis and evaluated rela-
tive to the mission, vision, and goals established for the system by
system-level stakeholders.

2. There is evidence that providers, intermediaries, and key stake-
holders are communicating frequently and transparently. Fre-
quent and transparent two-way communication informs
providers of stakeholders’ expectations and makes stakeholders
aware of the efforts of providers and the constraints they face in
meeting expectations.

3. There is evidence that providers and intermediaries are respon-
sive to key stakeholder guidance. To address this criterion, audi-
tors can seek evidence that external governing entities have suc-
ceeded in influencing the provision of ET&D within the domain of
interest.

4. There is evidence that key stakeholders are being satisfied. Gov-
ernance success can be measured indirectly by assessing stake-
holders’ satisfaction with their own goal outcomes. Evidence of
stakeholder satisfaction is a positive sign, but considered alone, it
does not demonstrate effective governance. On the other hand,
stakeholder dissatisfaction constitutes strong evidence that gov-
ernance is ineffective.

Reporting and Follow-Up

After the assessment has been performed, the organizations involved
in the audit should be informed of preliminary findings and given an
opportunity to respond. Observations and recommendations should
be documented and disseminated, and the audit itself should be re-
viewed for lessons that will make future audits more efficient and ef-
fective.

RECOMMENDATIONS AND CONCLUSIONS

Based on this study, we recommend the following for the Chancel-
lor’s office, the DoD system of ET&D, and others who might make
use of the tools presented here:
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e Advocate and facilitate system-level and demand-side governance
by key stakeholders. If there are system-level stakeholders, there
should be a system-level approach to governance. Demand-side
stakeholders may lack influence in a system where the provision
of ET&D cuts across the boundaries of organizations with mis-
sions other than ET&D. Even in decentralized systems, a system-
level strategic review of governance can empower key stakehold-
ers to exercise more effective governance in pursuit of their own
goals.

e Encourage key stakeholders to undertake a structural analysis of
governance as part of their own strategic planning function. A
system’s first structural analysis is likely to yield major benefits,
and occasional revisits can help ensure that governance ar-
rangements remain aligned with stakeholder goals.

e Engage in system-specific development and pilot testing before
performing an implementation audit of governance. Because the
model presented in this report has not been formally tested, any
audit based on this model should be tailored to the system being
audited and should be pilot tested before being performed on a
large scale.

e  Perform implementation audits on a case-by-case basis for major
subsystems or key stakeholders that have salient problems with re-
sponsiveness to governance and effectiveness in achieving goals.
Auditing the implementation of governance can be costly, so it
should be done only in response to perceived problems with the
governance of subsystems.

e Establish a center for the development and retention of gover-
nance knowledge and evaluation capacity. The Chancellor’s of-
fice could serve as such a center for DoD civilian ET&D. It is
suitably positioned to perform a system-level structural analysis
of governance, and it could support system-level stakeholders
who choose to conduct implementation audits.
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Chapter One
INTRODUCTION

OBJECTIVE

The purpose of this report is to provide the Office of the Chancellor
for Education and Professional Development in the Department of
Defense (DoD) with concepts for clarifying and approaches for eval-
uating the external governance of education, training, and profes-
sional development (ET&D) providers serving DoD.! These concepts
and approaches are intended as tools that the Chancellor’s office
may use in its efforts to influence the quality and cost-effectiveness
of ET&D within DoD or may recommend to DoD functional sponsors
to use in their own efforts to understand and evaluate the respon-
siveness of the providers that serve them. Although intended
primarily for the Chancellor’s office and functional sponsors, the

1 External governance here means governance from outside of the provider organiza-
tion, although it is internal to DoD as the overarching system. As discussed in Chapter
Three, Governance in this report includes not only the traditional command-and-
control functions but also resource provision, coordination, communication, and
other interorganizational support functions that outside entities may perform in a
relationship of influence.

Furthermore, this report focuses on the governance of the specific courses, programs,
and institutions that provide the operational elements of ET&D, not on the strategic
planning that determines the role of ET&D in the larger DoD system. In previous
work, this research team examined strategic planning alternatives for the Chancellor’s
office (Levy et al., 2001a) and recommended that the Chancellor’s office advocate the
development of a learning organization approach within DoD (Gates et al., 2001).
Both of those reports emphasize that a system-level approach in the DoD context re-
quires interactions among operationally separate organizations, giving rise to the spe-
cific concern about external governance that underlies the present report.
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tools may also prove useful to the providers themselves as they seek
to understand and improve their own governance arrangements.

BACKGROUND

Postsecondary ET&D for DoD civilians involves multiple and varied
providers. These include educational institutions such as universi-
ties, with their programs and courses, both within and external to
DoD. Providers also include programs and courses carried out
within organizations that are not primarily educational institutions,
again both inside and outside of DoD.

These providers serve employees from multiple and varied organiza-
tional employers under the broad DoD umbrella. As expected, there
are also multiple and varied entities that have a stake in influencing
how providers operate. The term sponsor is used in DoD to identify
the primary authorities over providers of ET&D (Levy et al., 2001a).
There are four types of sponsors: those with direct command
authority, those providing funds and other resources, those with an
interest in curriculum content based on workforce ET&D re-
quirements, and those that establish system-level policy. These roles
often overlap, so that a single office within DoD may perform more
than one type of sponsorship or may sponsor multiple providers. In
addition to sponsors, there are various other organizations involved
in governance, such as boards of advisors or visitors, accrediting
agencies, and state licensing authorities.

The diversity of this system presents a challenge to the Office of the
Secretary of Defense (OSD) in making sure the ET&D needs of the
DoD workforce are met effectively and efficiently. As a response to
this situation, in 1998 the Office of the Chancellor for Education and
Professional Development in the DoD was established. The
Chancellor’s office was tasked with acting as the principal advocate
for the academic quality and cost-effectiveness of ET&D provided to
the civilian workforce in the DoD.

In the course of navigating the complex system of ET&D providers
and stakeholders and seeking ways to meet its goals of promoting
quality and productivity, the Chancellor’s office has contracted
RAND to conduct several related studies. One of these, a study of
strategic and performance planning for the Chancellor’s office (Levy
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et al., 2001a), led to a number of near-term, medium-term, and life-
time strategies for the Chancellor’s office to pursue. It suggested a
medium-term strategy to eliminate governance obstacles, because
complex and unclear lines of authority were found to hinder the
achievement of system goals. It also found that strategic planning
decisions should be made taking into consideration the governance
structures available to support implementation. Another report, on
assessment as a means of ensuring academic quality and productiv-
ity (Gates et al., 2001), found that the degree and nature of authority
an assessor has over providers is an important determinant of as-
sessment effectiveness. The present report represents research
sponsored by the Chancellor’s office partially in response to these
previous findings.

THE VALUE OF REVIEWING EXTERNAL GOVERNANCE

This report is based on the assumption that understanding and eval-
uating the external governance of providers within such a system is a
helpful step toward achieving system-level goals.2 This assumption
will not be tested here; it arises from the previous RAND work cited
above and from the perception by the Chancellor’s office that exter-
nal governance is a key issue in the effort to advocate quality and
cost-effectiveness in the existing system of ET&D. This section pro-
vides some rationale for these assumptions.

In an ideal world, with elements of a system perfectly cooperative
and/or perfectly accountable within an unambiguous hierarchy, the
external governance of organizations within that system would be
straightforward. In the real world, though, a complex system such as
the DoD is likely to have evolved over time through the accretion of
existing organizations with different histories and the occasional
creation of new ones to meet changing requirements or circum-
stances. (Consider the DoD itself, created in 1949 as a conglomerate
of departments—two with independent histories of a century and a

2The term goalsis used broadly in this report to refer to the ends or aims toward which
behavior is or should be directed. In a specific organizational context, these may be
conceived of as goals, objectives, a mission, a vision, or other aim-oriented concepts.
However, system-level goals imply ends derived in principle from an authority external
to the system and include the mission and vision of the system.
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half and one newly formed as a spinoff.) Such a system may include
organizations of different sizes and structures, pursuing different
goals, linked in different types of relationships to each other, and ac-
countable to different stakeholders through multiple channels of
authority. There may be competition and conflict among providers,
stakeholders, and channels of authority. There may be gaps and re-
dundancies in the governance coverage of system-level goals. From
the point of view of a system-level authority, the external governance
of organizations within the system may be confusing and weak, or
opaque and ineffective.

With respect to its core mission and overall environment, a long-
lived system will have found a method of governance that works well
enough to ensure survival. To be competitive, a business conglom-
erate must find an appropriate level and style of control over its sub-
sidiaries. The DoD has developed an approach to governance over
its component organizations that enables it to continue serving the
national security interest and to obtain the necessary resources from
the public. However, the core mission of such a system is likely to
consist of something larger than the ET&D of its own employees.
Traditionally, each subsidiary or component of a multi-organiza-
tional system takes responsibility for ET&D as a function in support
of its own primary mission.

In today’s environment of business competition and the demand for
effectiveness and efficiency in public agencies, employee ET&D is
increasingly treated as a system-level function.? This means that
ET&D activities, resources, and providers are shared across the
boundaries of component organizations or divisions in an attempt to
obtain system-level benefits such as economies of scale, elimination
of redundancies, interdivisional sharing of knowledge, and coordi-
nation of content with strategic plans. However, such system-level
ET&D is no longer the responsibility of line organizations in terms of
their own missions, but becomes the mission of providers that may
exist within, across, and/or separately from line organizations. A
complex system may depend on a multi-channel style of governance

33ee the literature on the learning organization (Senge, 1990) and knowledge man-
agement (Wiig, 1997).
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to ensure that providers respond to the system’s goals of quality and
productivity while meeting the operational needs of multiple cus-
tomer organizations.*

Given a strategic decision to conduct ET&D across organizational
lines and to advocate system-level goals of quality and productivity
in all ET&D, the providers of ET&D need to be responsive to system-
level guidance. However, the degree and type of external governance
needed varies with the characteristics of the organizations, their
goals, and the nature of their working relationships.® If the goals of
member organizations are well aligned with the goals of the overar-
ching system, without conflict between the core missions of compo-
nents and system-level ET&D goals, the governance function of
command and control may be unnecessary. Even in such a case,
there may still be a need for coordination and communication as
governance functions. One size does not fit all. The approach out-
lined in this report is intended to help make governance appropriate
to the need for it, as determined on a case-by-case basis; it does not
just assume that more is always better.

The review of external governance may provide system-level au-
thorities with information that enables them to improve the design
of governance structures and the implementation of governance
practices. On the other hand, even if it yields no explicit improve-
ment initiatives, it should provide an understanding of the gover-
nance background of many strategic planning and academic assess-
ment decisions. In cases where a system is functioning well and
self-governing, the review may provide useful insight into the
implicit structures and practices underlying such success.

1A study of the City University of New York (Gill, 2000) shows that even a system with
ET&D as its core mission faces the issue of centralized versus decentralized gover-
nance and suggests that different governance functions be performed at different lev-
els to obtain both system-level and unit-level benefits wherever possible.

5The literature on transaction cost economics describes the degree and mode of gov-
ernance as dependent on the characteristics of transactions, including asset specificity
and uncertainty (Williamson, 1996). Such an approach could be applied to the DoD
ET&D context as another research task outside the scope of this report.
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APPROACH

To provide the Chancellor’s office and functional sponsors with
helpful tools for clarifying and evaluating external governance within
the DoD system of civilian ET&D, we developed an exploratory con-
ceptual framework and a taxonomy for thinking and talking about
external governance in the DoD context. We then developed two ap-
proaches for examining external governance in such a system, one
focused on the design of governance structures and the other on the
implementation of governance practices.

Components of the Strategic Governance Review

Faced with a scenario of multi-organizational complexity and
shared, multi-channel governance, an overseeing authority or stake-
holder’s natural first step is to undertake some sort of examination or
strategic review of external governance within the system, as
illustrated in Figure 1.1. This report offers a guide to conducting
such a strategic governance review, consisting of two distinct types of

RANDMR1560-1.1

Strategic Governance Review

Structural Analysis
Implementation Audit

External Governance

Various Functions of
Governance

Quality and Productivity
of ET&D

Figure 1.1—A Strategic Review of External Governance
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examination, which may be undertaken together or separately: a
structural analysis and an implementation audit. The report does
not, however, include results from any actual exercise of these
examinations.

e A structural analysis represents an attempt to clarify the big pic-
ture of external governance within a system. It is intended to
help system leaders understand how governance arrangements
are organized and specified and to help them plan for organiza-
tional and strategic changes. This task involves mapping gover-
nance: listing the entities involved, their functions and goals, and
the normative or expected relationships among them. A visual
diagram of these relationships can provide clarity and insight
about the complexity of the governance system. Based on such
an overview of the system, governance arrangements can be
aligned with goals. The structural analysis provides planners an
opportunity to make explicit linkages between system-level goals
and governance arrangements and to look especially for gaps
and overlaps in the coverage of critical goals.

e An implementation audit, on the other hand, implies checking
actual governance relationships and practices in the field. This
task involves assessing governance: looking for evidence that the
observed processes and outcomes of governance satisfy various
chosen criteria relating to effectiveness and efficiency. This type
of study should reveal deficiencies and other opportunities for
improvement to system-level leaders planning structural or pol-
icy changes. It should also provide feedback to the specific or-
ganizations involved.

A structural analysis may be done—perhaps should be done—by the
overseeing authority as a strategic planning exercise. This task is in-
tended to provide a better understanding of the system from the top
down. While the work can be delegated and the results summarized
in a report, leaders who engage in the analytical process directly are
likely to gain additional insights from the process itself as well as to
improve the analysis by contributing their perspectives. Analyzing
structure will be an infrequent task, which is unnecessary when the
structures of governance are already well understood and adequately
cover the system’s goals.
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On the other hand, an implementation audit may be better done by a
relatively independent agency or intermediary. As an evaluation of
how well governance works in practice, this task requires detailed
field work and an objective perspective that might be inconsistent
with delegation to a highly involved component of the system. Re-
peated auditing of implementation may be warranted to assess the
ongoing practice of governance and its effectiveness and efficiency
over time.

Development of the Review

To provide the Chancellor’s office with the needed concepts and
tools, this project consisted of three steps, moving from research in
the theory of governance to practical suggestions for evaluating gov-
ernance, with an intermediate step of supplying a taxonomy for de-
scribing external governance arrangements.

The first step was to gather insights from existing literature and syn-
thesize a conceptual framework for understanding external gover-
nance in the context of ET&D in the DoD. Much of the literature on
governance in higher education and other contexts either focuses on
internal governance or assumes a simpler organizational form than
the loosely coupled multi-organizational system described here. The
literature most relevant and useful to the effort reported here is scat-
tered across various disciplines. The conceptual framework was in-
formed not only by this diverse literature, but also by case studies
conducted in the course of prior work for the Chancellor’s office
(Levy et al., 2001a; Gates et al., 2001).5

The second step was to provide a taxonomy and methods for
describing external governance arrangements and to refine the initial

6The cases studied in prior work included state boards of higher education, university
systems, accrediting agencies, professional societies, U.S. government departments
and agencies other than DoD, professional military ET&D within DoD, and corporate
universities and human resources departments. All of the case studies used published
information about the organizations being examined; several also included site visits
by the research team. However, the primary focus of these case studies was not gov-
ernance understood broadly, but the specific governance functions of planning and
evaluation. As such, the studies provide background knowledge to this framework and
taxonomy rather than direct empirical support.
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conceptual framework through application and adaptation to DoD.
This effort was guided by the criteria that the framework and
taxonomy should fit the DoD context, communicate insights relevant
to the mission of the Chancellor’s office, support a practical
approach to reviewing governance, and remain internally
consistent.” To the extent possible within these criteria, we also
sought to avoid straying far from foundations in the scholarly
literature and to maintain consistency with current usage in systems
of ET&D other than DoD. The result, however, is a heuristic for DoD
rather than a universal taxonomy or a general theory of governance.

The structural mapping task described in this report would involve
applying this taxonomy to the entities, relationships, and functions
of external governance within a given system. Although some ex-
amples are provided, this report does not actually carry out such an
analysis of governance within DoD.

The third step was to develop a strategy and methods for evaluating
the realities of external governance in such a system. Again, we
found little existing material directly suited for this purpose in the
DoD context but many sources of ideas. Thus, the approach given in
this report represents a synthesis, combining the taxonomy of exter-
nal governance with practical suggestions from the fields of quality
auditing, program evaluation, and assessment of higher education.8

7Simultaneously with this work, the team also studied the bases of influence between
organizations, as a way of understanding and developing the capacity for governance
in multi-organizational systems such as the DoD. That research is reported in Augus-
tine et al. (2002). The governance review described here was influenced by the study
of interorganizational influence, and consistency between the two lines of research
was a criterion.

Bltis important to note that assessing external governance in a system of ET&D is not
the same as assessing the actual provision of ET&D, as Figure 1.1 illustrates. Gates et
al. (2001) describes approaches to ensuring quality and productivity in ET&D activi-
ties. The structural analysis in the present report can be seen as an example of the
previous report’s system level assessment, but with respect to the governance of
providers rather than the quality and productivity of ET&D. The implementation au-
dit in the present report can be seen as a variation of the previous report’s process
audit, but again with respect to governance rather than academic quality and cost-
effectiveness.
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ORGANIZATION OF THE REPORT

We present an overview of external governance issues facing the DoD
system of ET&D in Chapter Two. The reader who is familiar with this
context and wants to move quickly into the mapping and auditing
sections may skip this material. In Chapter Three we describe the
structural analysis of external governance, and in Chapter Four we
describe the implementation audit of external governance. In
Chapter Five, we offer recommendations for the Chancellor’s office,
functional sponsors, and others who might consider using these ap-
proaches.



Chapter Two

THE DOD CHALLENGE

As discussed in a previous RAND report (Levy et al., 2001a), one of
the highest priorities for the DoD is to maintain the quality of its
civilian workforce. The importance of this goal can be illustrated in
terms of a few key characteristics and trends:

Size. The DoD civilian workforce of some 700,000 employees is
one of the largest in the nation.

Increasing dependency on civilian labor and outsourcing. As the
uniformed services focus utilization of their military members on
war-fighting tasks, more support tasks, along with more respon-
sibility for management, are being shifted to the civilian work-
force. Furthermore, many tasks are being contracted to non-
DoD providers. While this may reduce the number of DoD
employees overall, it shifts the responsibility of the remaining
DoD workforce toward higher-level tasks, such as the coordina-
tion and supervision of such contracts.

High-tech skill requirements. The DoD depends increasingly on
high-tech systems to fulfill its mission, while an era of rapid
technological change makes it necessary to upgrade skills con-
tinuously.

Economic and demographic changes. With the average age of the
population rising and with ethnically and culturally diverse
workers realizing gains in employment in the American work-
force (Deavers, Lyons, and Hattiangadi, 1999), the civil service
and DoD workforce are also changing (Light, 1999; and Levy et
al.,, 2001b). Many of its most experienced personnel are

11
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approaching retirement, creating a need to focus on the devel-
opment and/or recruitment of qualified replacements. The DoD
workforce problem is, as always (even in times of economic slow-
down), compounded by competition from a generally robust and
highly mobile labor market outside of government.

Like many other employers in both the public and private sectors,
DoD offers its civilian workforce opportunities for ET&D. These op-
portunities include courses and programs provided by a variety
of institutions and organizational units, including both DoD
activities and external contractors. The goal of maintaining a high-
quality workforce implies achieving a high level of quality and cost-
effectiveness in the system of ET&D that equips workers with the
needed skills and develops them as leaders and professionals.

DOD CIVILIAN EDUCATION, TRAINING, AND
DEVELOPMENT

Currently, the OSD sponsors 20 educational provider institutions
within the DoD, more than 100 educational programs both internal
and external to DoD, and numerous courses (Office of the Assistant
Secretary of Defense for Force Management Policy, 1997). In addi-
tion, numerous other courses and programs for DoD civilian person-
nel are available through institutions run, separately from OSD, by
the Departments of the Army, Navy, and Air Force as well as the Joint
Staff. Some of these institutions are accredited, and some offer
academic degree programs. Many of them serve uniformed military
personnel as well as civilians, and many also serve non-DoD stu-
dents and clients. In some cases, such as programs at major uni-
versities, DoD students represent only a small fraction of the total
student body.

While this network of diverse providers serves the needs of civilian
workers throughout DoD, in a more important sense it must serve
the mission of DoD and numerous related institutional needs. Thus,
the ET&D system includes not only the providers and the workers
who participate as students but also the organizational entities that
employ the workers—the many agencies and activities that consti-
tute DoD. Furthermore, DoD itself is a complex network of organi-
zations that provide services to each other as well as to the public, so
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numerous organizations with an interest in the skill level of specific
segments of the DoD civilian workforce are also interested in ET&D.
Thus, there are multiple and varied entities that have a stake in influ-
encing how providers operate.

The term sponsor is used in DoD to identify the primary authorities
over educational providers.! There are four types of sponsor.

e The command sponsor is the entity to which the provider institu-
tion’s head officially reports.

e The resource sponsor provides the resources required by the
provider (dollars, facilities, and civilian and military personnel
authorizations).

e The functional sponsor determines and approves curriculum
content in light of workforce ET&D requirements in an area of
specialization.

e The policy sponsor formulates policy and acts as an arbiter when
there are conflicts between the other sponsors.

A single entity within DoD may fulfill more than one of these spon-
sorship roles with respect to a particular institution and may fulfill
different roles with respect to different institutions. It is also com-
mon for an institution to have more than one functional sponsor.

There are other entities involved in governance. Some institutions
have boards of visitors or advisors that provide advice on curriculum
or operational issues. Some institutions are accredited by regional,
national, and/or specialized accrediting agencies outside the DoD;
all DoD provider institutions have been instructed to seek such ac-
creditation. Most providers of training for recognized vocations or
providers who serve non-DoD students must also be licensed or
chartered by their respective states; again, DoD now expects all its
providers to meet such requirements. Any providers outside DoD
are accountable to their own boards of trustees and other governing
entities.

IThese terms are not always used in authorizing directives, and rarely are all four
types identified explicitly. However, even when the terms are not used, their mean-
ings are usually implicit in the responsibilities assigned by the directives.
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RELEVANT CHARACTERISTICS OF THE SYSTEM

Such a loosely associated collection of activities and organizations
could hardly be called a system except that they all participate in the
mission of DoD and answer to the overall authority of the Secretary
of Defense. Over time, some major areas of specialization, such as
health sciences and acquisition, have evolved into structured subsys-
tems, but many other areas are still relatively uncoordinated. The
nature of this system as an aggregate of diverse parts represents a
challenge to the OSD in governing how well ET&D is delivered and
serves the needs of the DoD workforce.

The governance challenge facing the DoD system of civilian ET&D
must be addressed in terms of the characteristics of the system.
Some types of system are by nature easily governed, others less so.

Heterogeneity

The DoD system of ET&D consists of large multi-department
schools, such as the Uniformed Services University of the Health Sci-
ences; consortia of schools and programs, such as the Defense
Acquisition University (DAU) in its early period; programs that rec-
ognize a variety of development activities, such as the Defense Lead-
ership and Management Program; single-purpose academic institu-
tions, such as the Foreign Language Center of the Defense Language
Institute; narrowly defined vocational courses of study, such as con-
tract property disposition; and so forth. Some providers are operated
by DoD, while others are state or nonprofit-sector institutions out-
side DoD. Some programs are cooperative efforts of DoD and non-
DoD institutions, such as the graduate certificate programs offered
jointly by the DAU and Florida Institute of Technology. Some ET&D
offerings are provided by stand-alone organizations reporting to
senior DoD leadership, while others exist merely as programs or
courses embedded within DoD agencies.

A state system of higher education typically consists of a few major
types of institutions, such as universities, community colleges, and
vocational schools, although a wide diversity of programs is offered
within these institutions. In this respect, the governance task facing
DoD more closely resembles that of a state licensing agency, with its
oversight responsibility for all of the diverse and unrelated nonprofit
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and for-profit providers operating in a state, combined with a corpo-
rate human resources (HR) department, with its ability to operate
programs internally as well as to send employees to outside institu-
tions.

Independent Evolution

The Departments of the Army and Navy have independent histories
that are more than a century and a half longer than the relatively
brief history of DoD and the Department of the Air Force. Within
OSD, some agencies, such as the Defense Intelligence Agency, have
relatively long histories, while others, such as the Missile Defense
Agency, were recently created. Some ET&D providers, such as the
Naval Postgraduate School, were originally founded to meet the
needs of a single agency or department, while others, such as the
Defense Acquisition University, were formed to centralize existing
efforts across organizations. Thus, the various organizational ele-
ments of the DoD system of ET&D have evolved independently, with
different missions and cultures. Calling such an aggregation of dis-
tinct entities a system represents an attempt to bring about better
coordination, but this attempt comes from the top down, not from
the institutions themselves.

In this respect, the governance challenge for DoD is similar to that of
a corporation resulting from the merger of existing firms with very
different organizational structures, corporate cultures, and standing
networks of vendor relationships. However, the elements of DoD
tend to be more thoroughly institutionalized, serve more diverse
missions, and have more deeply committed stakeholders outside of
the hierarchical chain of command than the elements of a for-profit
conglomerate.

Hybrid Form

Although DoD itself could be viewed as a hierarchical organization
because its authority derives from a single constitutional head and
flows from the top down through a widening system of reporting
branches, it departs considerably from a pure hierarchy. The mili-
tary is often considered, by those unfamiliar with it, to be a model of
hierarchical organization. In truth, the separation of operational
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command and administrative command is commonplace. The mili-
tary pioneered matrix organization before the idea caught on in the
business world. Even as a civilian organization, DoD consists of
many quasi-independent organizations, each deriving its purpose
from the overall DoD mission, but answering to a complex gover-
nance structure with command, funding, policy, and other account-
ability lines often going in different directions. To some extent, this
is a general characteristic of American bureaucracy, resulting from
generations of efforts to limit the potential for abuses of power
(Wilson, 1989; Moe, 1995; and Light, 1997). In this respect, what is
true of other executive departments seems especially true of the
DoD, perhaps because of its enormous size, its history of interservice
rivalries, and caution regarding the special trust placed in it as
wielder of national power.

Within this loosely hierarchical multi-organizational system, the
DoD system of ET&D is an even more complex case. It is a functional
subsystem that cuts across organizational lines and primary mis-
sions. The governance relationships between providers and their key
stakeholders include not only hierarchical lines of reporting but also
market-oriented contracts involving competition; memoranda of
agreement between members of consortia; the use of intermediaries,
such as accrediting agencies and boards of visitors; and even infor-
mal cooperation between units that have no official relationship ex-
cept up and down their “stove-piped” chains of command.

THE CHANCELLOR’S OFFICE

Amid a government-wide emphasis on improving performance, the
Office of the Chancellor for Education and Professional Development
in the DoD was established in 1998. The charter of this office estab-
lishes it as the principal advocate for the academic quality and cost-
effectiveness of postsecondary ET&D provided to the DoD civilian
workforce. In the DoD institutional context described above, the
Chancellor’s office is primarily concerned with the perspective of the
functional sponsors, because they are the key stakeholders with the
most direct interest in the value that ET&D can add to the workforce.

The Chancellor’s office has little direct authority, yet it must promote
its goals of quality and cost-effectiveness within this loosely coordi-
nated system of diverse providers, employers, and stakeholders.
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Levy et al. (2001a) discusses the strategic challenges facing the Chan-
cellor’s office in more detail and assesses the similarity of its situa-
tion to various other models, including other federal agencies, state
boards of higher education, and corporate HR departments or corpo-
rate universities.

The present report focuses not on the governance role of the Chan-
cellor’s office alone but on the entire context of external governance
within which the Chancellor’s office seeks to advocate the quality
and productivity of ET&D. The functional sponsors have more au-
thority in DoD than does the Chancellor’s office, yet in a system with
multiple lines of governance, they also face limits to their influence
over the provision of the ET&D required to achieve workforce objec-
tives. The Chancellor’s office seeks effective strategies for influenc-
ing the system, not only in its own advocacy role but also for possible
adoption by functional sponsors and others. It sees an opportunity
to contribute to the improvement of ET&D by helping sponsors over-
come obstacles to their own governance of the institutions that serve
them.



Chapter Three

THE STRUCTURAL ANALYSIS OF EXTERNAL
GOVERNANCE

The first task in the strategic governance review is to gain a clear pic-
ture of the entities involved in governance and the relationships
among them. The importance of this task rises in proportion to its
difficulty. It will be relatively easy in a system with an organizational
scheme that is either simple or already tightly coordinated, in which
case the governance review may not be necessary. However, in a
complex multi-organizational system with loose coordination, it may
take considerable effort to disentangle the various strands of the gov-
ernance network. This effort is justified if it enables system-level
authorities and stakeholders to improve the responsiveness of the
system to their governance, and thereby to improve their ability to
achieve their goals. We suggest the following taxonomy as a way to
begin talking about the structure of governance in the context of
DoD ET&D.!

ATAXONOMY

In this section, we discuss the elements of external governance and
provide a set of terms useful for making distinctions among these el-

1n this section, we attempt to achieve consistency with current thinking in organiza-
tional theory, higher education, and other literature on governance. However, the
primary criteria for this framework are its applicability to the DoD context and its use-
fulness in helping DoD leaders to understand the governance of ET&D in a new light.
Thus, while we hope this material proves useful as a starting point for understanding
other systems of ET&D, it is intended neither as a generic model of multi-organiza-
tional systems nor as a rigorous foundation for theoretical work.

19
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ements. After defining external governance itself, we describe the
entities involved in governance, functions of governance, and do-
mains of ET&D subject to governance.

External Governance

For the purpose of this strategic review, we define external gover-
nance as a set of relationships between providers of ET&D and the
stakeholders that exert influence over the nature, quality, and cost-
effectiveness of the education offered.

This definition excludes internal governance, the role of decision-
makers within the provider organization. The terms used to identify
internal versus external governance vary among types of organiza-
tions. In corporations, the function of making decisions for the or-
ganization is called management, while the function of overseeing
management is called governance. In government organizations, the
internal role is often called administration, while the external roles
have been called various things, including government, governance,
and oversight. In higher education, decisionmaking is often shared
between the administration and the faculty, with substantial inputs
from other stakeholders, and the term governance is often used to
describe both internal and external roles.

External governance of ET&D clearly includes outside organizations
such as boards of visitors and accrediting bodies. The case of stu-
dents and student unions raises some ambiguity; we treat these as
external unless they have achieved formal decisionmaking status
within the provider organization. In a complex system, where the
provider resides under a larger organizational umbrella such as DoD
or a conglomerate corporation, the senior management and the
other components of the larger organization are considered to be
external to the provider.

Formal governance arrangements are structural relationships be-
tween providers and stakeholders where the identity, governance
role, and domain of influence of the stakeholders are officially estab-
lished and documented. For example, the relationship between a
provider within DoD and its command sponsor is a formal arrange-
ment.
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Informal governance arrangements are relationships between
providers and stakeholders where the specific nature of the influence
is not officially established and documented, but the relationship is
acknowledged and implicitly accepted as legitimate.2 An informal
arrangement may supersede a formal arrangement when the original
authorizing document becomes outdated. The new arrangement
may become formalized at a later date upon the issuance of a revised
document. The relationship between a provider and a functional
sponsor is sometimes informal rather than formal, because the exact
nature of the relationship is not always made explicit in directives.

Actual influence relationships are operational relationships between
providers and the stakeholders that influence them, regardless of
whether there is a recognized arrangement or not.

It is possible to have a governance arrangement with little actual in-
fluence, and it is possible to have considerable influence without a
formal or informal arrangement. Formal and informal arrangements
are emphasized in the structural analysis presented in this chapter,
while actual relationships are emphasized in the implementation
audit presented in Chapter Four.

Providers

Providers are organizations or suborganizations that provide ET&D
directly to students. These include institutions of higher education,
but they also may include specific programs within institutions, pro-
grams that bridge multiple institutions, courses of instruction, and
educational activities within organizations that are not primarily ed-
ucational.3 Under this definition, the Naval Postgraduate School, the

2We have defined governance in terms of influence rather than formal or legitimate
authority. Legitimacy and influence are both dimensions along which stakeholders
vary (Mitchell et al., 1997). However, influence may be observed in practice, but defin-
ing legitimacy requires an act of judgment that depends on the system context and the
perspective of the entity sponsoring the analysis. Rather than asserting such a broad
judgment, we rely on the scope of this project relative to the mission of the Chancel-
lor’s office and focus on those interorganizational relationships that may influence the
academic quality and cost-effectiveness of ET&D. This allows us to make the opera-
tional and functional distinctions in this chapter.

3In higher education, the term institutions is generally used for what we call providers.
However, our taxonomy is intended primarily as a way of describing the DoD context,
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Defense Leadership and Management Program, and Defense Fi-
nance and Accounting Service Career Learning Centers are all ex-
amples of providers. Providers can be thought of as the supply side
of ET&D.

Stakeholders

Stakeholders are any persons or organizations that are external to the
providers of ET&D but have concerns or interests in, obtain benefits
from, or conduct governance roles with respect to providers and the
ET&D they provide.* Examples of stakeholders include students and
their employers; command and other sponsors; and intermediary or-
ganizations, such as accrediting commissions.

Systems

As illustrated in Figure 3.1, systems are sets of related providers and
the stakeholders concerned with or exerting governance over them
and the ET&D they provide. In this analysis, we restrict the meaning
of system to entities that share a common mission or purpose in
which ET&D is important, even if the entities also have separate in-
dividual missions or purposes other than ET&D.> Systems of ET&D

where providers may consist of programs and courses that exist apart from any insti-
tution of higher education.

4Stakeholder theory is found originally in the private-sector theory and literature on
strategic management of the firm (Ackoff, 1981; and Freeman, 1984). They use the
term stakeholder to identify all those who have interests in or influence over the firm’s
activities, not limited to shareholders or owners. Scholl (2002) finds that stakeholder
concepts are useful for analyzing management in public-sector settings.

Stakeholder analysis is a technique for identifying stakeholders and assessing their
importance (Mitchell et al., 1997; Management Sciences for Health and United Na-
tions Children’s Fund, 1998; and Overseas Development Administration, 1995). It dif-
fers from the structural analysis of governance described in this report primarily
because it takes the point of view of the influenced entity seeking to understand its
environment, rather than that of a system-level authority seeking to understand and
improve the system. Nevertheless, there are many overlaps. Stakeholder literature
provides more detailed models than the approach described in this report.

5This use of systems bears strong resemblance to the use of networks to describe
multi-organizational phenomena (Jones, Hesterly, and Borgatti, 1997; and Alter and
Hage, 1993). However, we focus here on systems with an external purpose, something
that is not necessarily part of the network concept. We also find that the DoD system
of ET&D is neither a pure network nor a pure hierarchy, as those terms are often con-
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Figure 3.1—A Multi-Organizational System of ET&D

are open systems.® Thus, they may overlap; the U.S. government is a
system, DoD is a system within the government, and the acquisition
community is a system within DoD. The network of ET&D providers
and stakeholders within DoD is also a system, as is, on a smaller
scale, the Defense Acquisition University.

Special Stakeholder Types

One way to seek greater understanding of governance of an array of
providers and stakeholders in a complex system might be to catego-

trasted, but rather a hybrid of network, hierarchy, and market-like organizational ele-
ments.

6Systerns may be characterized as closed or open. A closed system is one in which all
influences and effects are contained within the system; it is more of a theoretical
model than a real world phenomenon. On the other hand, an open system is one that
may be influenced by, and have effects on, entities that are outside of its formal
boundaries (Chavis, Florin, and Felix, 1993). Put another way, if a system is a set of
entities that influence each other, an open system is one without fixed boundaries;
new entities enter as they gain influence over or are affected by the rest of the system.
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rize these entities in increasing detail. Unfortunately, any strict cate-
gorical scheme is likely to run aground on the reality that the mem-
bers of such a system often perform multiple overlapping roles and
functions. The approach taken here is to focus on the roles and
functions rather than to categorize the stakeholders themselves.
However, there are certain types of stakeholders worth special em-
phasis. These should not be thought of as categories, but as impor-
tant players that might be overlooked in applying general methods of
governance and stakeholder analysis to the specific context of ET&D
within DoD.

Demand-Side Stakeholders. These are the individuals and organi-
zations that receive the primary benefits of ET&D from providers,
particularly, actual or potential students and their actual or potential
employers.

In market-driven systems (not just ET&D), customers are the de-
mand-side stakeholders, but in theory they do not require special
governance arrangements because the competitive power of the
market enforces their interests. However, wherever markets are less
than perfect, customers may benefit from individual or collective
governance relationships with providers.”

In traditional higher education, students are the customers. They
typically choose their own providers, attend school as independent
agents, and negotiate their own employment upon graduation. Cur-
rent students are often formally recognized through elected repre-
sentatives as a component of internal governance, and former
students (alumni) are sometimes active in external governance. Fur-
thermore, the ET&D interests of potential employers may influence
providers only indirectly, mediated by the decisions of students who
expect to get jobs in the future and communicated to providers
through advisory boards and industry representatives.

On the other hand, in workforce-oriented ET&D contexts such as
corporations or DoD, students are generally employees and are

"Markets may be imperfect, for example, when information is asymmetric between
parties, when purchasing decisions are made by parties other than those receiving the
primary benefits, and inside partially hierarchical organizations. The field of transac-
tion cost economics shows that such demand-side governance relationships are
common in real-world markets and organizations (Williamson, 1996).
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sponsored or authorized by their employers.8 This means that their
present or potential employers are important customers of ET&D as
entities that receive workforce benefits from the ET&D of workers.
Thus, our analysis emphasizes the employer rather than the student
as the key demand-side stakeholder, although without excluding
consideration of student concerns and satisfaction.

For practical analysis this type of stakeholder consists not of DoD as
a whole, but of the operational unit within DoD where the decision
to authorize the student’s training is made and/or where the work-
force need for such training exists. It is the unit that loses the ser-
vices of the student during full-time training activities and/or the
unit that gains the benefit of the student’s increased skill and under-
standing after the training. When a Defense Contract Audit Agency
(DCAA) auditor receives training from the Defense Contract Audit
Institute, the employer is not just DCAA but the Field Audit Office
(FAO) or regional office where the employee works. If training makes
it possible for a valued employee to move from the FAO to the re-
gional office, the FAO loses an employee even though DCAA as a
whole gains from the training.

Clearly, a conflict of interest may arise when the unit sponsoring the
student or funding the training is different from the units that may
potentially obtain the student’s services following training. As an ex-
ample, the Chief Financial Officers Fellows Program serves financial
officers from across DoD, and program participants may go wherever
they choose when they finish the training. While training costs are
paid by the agency that sponsors the training, the employee’s salary
continues to be paid by the parent agency during training. Such sit-
uations emphasize the need for a system-level approach to ET&D in
a multi-organizational system.

In DoD, the interests of functionally related employers are repre-
sented by functional sponsors. Thus, functional sponsors should be

81n this report, focusing on the DoD workforce, the terms students and employees usu-
ally refer to the same people. However, providers that participate in the DoD system
may in some cases enroll foreign civilian or military personnel, dependents of DoD
personnel, and American civilians unconnected with DoD. For a functional analysis, it
is useful to maintain the distinction between the role of students with respect to
providers of ET&D and the role of employees with respect to DoD.
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considered as key demand-side stakeholders in any governance re-
view for the DoD system of ET&D.

System-Level Stakeholders. These are the individuals or organiza-
tions designated with some degree of responsibility for the mission
of an entire system.

The definition of an open system entails ambiguity between a system
that pursues its mission as derived from an external authority and
the larger system with the authority to assign that mission. For ex-
ample, all DoD activities serve the national security mission obtained
from the Constitution and the President as Commander in Chief, but
it is not necessary to mention this every time a particular system
within DoD is described. A system-level stakeholder is anyone
through whom this externally assigned mission is delegated, such as
a command sponsor in DoD or a general manager in the corporate
context. Such stakeholders should be highlighted to ensure inter-
preting the system according to its overall mission rather than just
balancing stakeholder interests that may or may not be mission ori-
ented.? Note that this type of stakeholder is defined in terms of the
nature of its interest and not the degree of its influence; system-level

9Most of the governance and stakeholder literature paints a picture of multiple com-
peting external interests, and a single focal point of decisionmaking for the firm or or-
ganization (Oudman et al., 1998). It assumes either the point of view of an external
stakeholder looking inward and seeking influence or the point of view of the organiza-
tion itself looking at all of the competing interests in its environment. Thus, the only
global perspective is that of the organization looking outward—through the eyes of
management/internal governance or of a single dominant stakeholder (Savage et al.,
1997; and Tirole, 2001). This literature is readily applicable to the analysis of a single
provider of ET&D and its stakeholders.

However, the picture painted by such literature is less applicable to a multi-organiza-
tional system of ET&D serving a higher externally derived mission, as we have de-
scribed in the DoD context. What is missing is the system-level perspective that this
strategic governance review seeks to serve, a global perspective that looks inward at
the providers and their relationships with various key stakeholders.

Some of the literature on democratic governance of public institutions takes such a
global perspective looking in. Behn (2001) suggests the concept of 360-degree ac-
countability for public organizations in a network of mutual responsibility as an alter-
native to the hierarchical model of accountability. Without getting into the theoretical
issues Behn raises, the present report is an attempt to help DoD begin investigating
how shared governance actually works and might be improved within an ET&D sys-
tem that is neither a pure hierarchy nor a fulfillment of Behn’s network concept of mu-
tual accountability relationships.
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responsibility is not necessarily linked with dominant power over the
system.

In a system with ET&D as its primary mission, the system-level
stakeholders are likely also to be demand-side stakeholders, or at
least to be designated as representatives of a class of demand-side
stakeholders. However, in a complex system where ET&D provision
cuts across the hierarchical boundaries of organizations with pri-
mary missions other than ET&D, the needs of demand-side stake-
holders may not be salient in the priorities of system-level stakehold-
ers. Thus, it is useful to distinguish between the roles, even though
they may often be assigned to the same office.

Peripheral Stakeholders. These are individuals or organizations that
have goals, interests, or concerns at stake in the provision of ET&D
other than the central mission of the system and other than obtain-
ing the direct benefits of ET&D as employers of students.

Various entities may have peripheral stakes in workforce ET&D. An
example is the Office of Management and Budget (OMB), which es-
tablishes rules and regulations for carrying out Circular A-76. Indi-
vidual agencies employ and/or train the staff who execute A-76
studies, while OMB has a clear stake in the content of A-76-related
ET&D without actually employing such trained staff—and without
power to enforce how the training is carried out. Another example is
the developers of computer systems for various DoD activities; they
have clear stakes in the proper training of employees who will use
such systems, but they do not take on mission-level responsibility for
those employees and their employers.

Note that a single entity might represent workforce demand with re-
spect to one provider or domain and peripheral interests with re-
spect to other providers or domains.

Intermediaries. These are individuals or organizations that exercise
influence over a provider, system, or stakeholders on behalf of other
stakeholders, rather than primarily in pursuit of their own goals,
concerns, or interests.

Examples of stakeholders in this category include accrediting bodies,
advisory boards, and the Chancellor’s office. We have already dis-
cussed the importance of demand-side and system-level stakehold-
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ers; such parties often depend on intermediaries to represent their
interests in dealing with providers. Gates et al. (2001) emphasizes
the role of intermediaries in ensuring the quality and productivity of
ET&D.

An organization may simultaneously fit into multiple stakeholder de-
scriptions depending on its relationship to providers and the roles it
plays. For instance, a university is clearly a provider of higher edu-
cation, but it is also an employer of teachers with advanced degrees
and, thus, a stakeholder with respect to other universities. Within
DoD, a single office like the Office of the Under Secretary of Defense
for Acquisition, Technology, and Logistics [USD(AT&L)] can simulta-
neously be a resource and functional sponsor with regard to one field
of ET&D, such as acquisition, while also being an employer with re-
gard to another field, such as financial management. Thus, these la-
bels are a matter of what “hat” an entity is wearing, rather than in-
trinsic characteristics.

Stakeholder Influence

Stakeholders vary in the degree and nature of their influence over the
providers of ET&D. Mitchell et al. (1997) identifies three dimensions
on which stakeholder salience could be measured when performing
stakeholder analysis from the perspective of the organization looking
outward: legitimacy, urgency, and power. The strategic governance
review described in this report takes a system-level perspective
rather than a component-level perspective, so the importance of
stakeholders in the review should be based on the priorities of the
system-level stakeholder authorizing the review.

Interorganizational influence is another aspect of stakeholder rela-
tionships that we have examined in more depth and reported on in
Augustine et al. (2002). Three findings of that work are relevant here:

1. The power or influence of a stakeholder over providers of ET&D in
a multi-organizational system forms a continuum between strong
and weak influence over various domains, and a stakeholder’s in-
fluence may shift not only as its own characteristics change but
also as the provider and the context change. Thus, the degree of
influence is not a defining category but a useful dimension on
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which to evaluate stakeholder effectiveness, as in the audit de-
scribed in Chapter Four.

2. Stakeholder influence is not simply a matter of disciplinary au-
thority or resource provision, as often emphasized in governance
discussions, but it also includes other, more socially mediated
forms of influence such as expert, referent, and legitimate power.
A stakeholder should not be neglected in this analysis simply be-
cause it lacks the power to reward or punish. On the other hand, a
stakeholder with dominant power over providers, such as a com-
mand sponsor with the authority to issue and enforce directives,
must be accounted for in any analysis of less influential stake-
holders.

3. A stakeholder may have indirect influence over a provider through
its influence over intermediaries and other stakeholders. The
structural analysis should identify not only individual stakehold-
ers and their relationships with providers, but also their relation-
ships with each other in a network of formal and informal gover-
nance arrangements.

Governance Functions

Because external governance consists of various forms of influence
in addition to command authority and can reside in informal as well
as formal arrangements, we find it useful to frame the structural
analysis in terms of governance functions. These are the tasks that
stakeholders carry out within the system, and they reflect the values
that the organizations engaged in governance hold vis-a-vis the
ET&D system. There are various ways to categorize governance
functions; for the structural analysis, a simple classification scheme
seems most useful. The following categories are quite broad, often
overlap in operation, and do not necessarily constitute an exhaustive
list.

Command and Control. This is the function of enforcing rules and
decisions, overseeing implementation, and/or scrutinizing devia-
tions. Itis governance in the strongest sense, embodied in the chain
of command. It is associated with, but not equivalent to, a dominant
degree of power or influence. In practice, such a linkage between the



30 A Strategic Governance Review

function and the power to carry it out cannot be assumed in advance
and should be verified on a case-by-case basis.

There are two equally important aspects to command and control—
giving authoritative directions (command), and overseeing and
monitoring to ensure directions are followed, deviations are cor-
rected, and actual results are accounted for in subsequent decisions
(control). The control function of governance may carry consider-
able influence even without specific power to punish deviations,
since many desirable outcomes depend on favorable rather than
unfavorable reports. While a compliance auditor such as a Certified
Public Accountant firm or an Inspector General's office does not
issue commands, it is an intermediary that serves a control function
in this sense.

Resource Provision. This function refers to influencing another or-
ganization by providing resources on which it depends but without
direct decisionmaking authority over that organization (Pfeffer and
Salancik, 1978). This can be seen in the resource sponsor’s control of
the flow of funds or the functional sponsor’s control of the flow of
students to an ET&D provider in cases where these sponsors are not
simultaneously the command sponsors. Although an accrediting
agency'’s primary governance function is evaluation, it also controls a
resource that is critical for many providers, namely, legitimacy in the
higher education sector.

Coordination and/or Communication. This is the function of facili-
tating cooperation between elements of a system. Coordination
implies taking an active operational role such as scheduling events
and assigning tasks; communication implies a less assertive role,
such as acting as a liaison between organizations. These roles may
be performed by stakeholders that have command authority or con-
trol of resources, but are not limited to such stakeholders.!9 Coordi-
nating boards in higher education, such as the California Postsec-
ondary Education Commission, enable schools to align their

10¢oordination and communication functions may also be performed spontaneously
by the members of a network of organizations in pursuit of their own goals, rather
than necessarily by a stakeholder engaged in external governance (Chisholm, 1989).
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programs with each other and with the interests of various other
stakeholders. Accrediting agencies and the Chancellor’s office spon-
sor conferences and disseminate information about quality in ET&D.

Evaluation, Research, Planning, Advising, and/or Advocacy. There
remains a cluster of mission-support roles not included as such in
the first three categories, although in many cases these tasks also
assist communication, provide important resources, or support the
command-and-control function. These are functions that a stake-
holder might perform either in pursuit of its own goals (e.g., a func-
tional sponsor’s involvement in planning future student loads) or as
an intermediary (e.g., an accrediting agency’s evaluation of educa-
tional programs).

Domains

A domain is a coherent area of interest and operational decisionmak-
ing within a system of ET&D. Domains are the elements of ET&D
provision that stakeholders seek to influence. Examples of domains
include mission, structure, operations, services, curriculum content,
instructional methods and materials, personnel, and admissions.
These domains can be influenced at various levels, including system,
institution, school, department, unit, program, and course.

At times, external governance will focus on a single domain or cluster
of domains, but at the system level it may focus on many domains.
For instance, a resource sponsor will be explicitly interested in fi-
nance as a domain. A functional sponsor may be more interested in
faculty, curriculum, and admissions than in research or finance. But
an analysis from the perspective of the DoD system of ET&D as a
whole could include all domains.

Figure 3.2 illustrates a simplified case of governance involving a
provider and four stakeholders. It also shows how these entities re-
late to each other through governance functions that apply to specific
domains of ET&D.
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MAPPING GOVERNANCE ARRANGEMENTS

Given the above taxonomy, mapping external governance structures
is straightforward. It starts with four questions:
1. Who are the providers in the ET&D system under review?

2. Who are the stakeholders (including intermediaries) involved in
or interested in external governance for these providers?
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3. What governance functions are performed by each of these stake-
holders?

4. Over what domains do these stakeholders exercise or seek influ-
ence?

In a well-structured, formally arranged system, such a map will al-
ready exist and be familiar to leaders; in a loosely coordinated, multi-
organizational system, as described above, or a self-organizing sys-
tem, the effort of creating such a map may provide new and valuable
insights into the implicit organizational design of the system.

Sources of Information

Unlike an audit, this structural analysis does not require gathering
data in the field. The information for mapping governance arrange-
ments will be obtained from two primary sources:

First, documents provide information about formal governance ar-
rangements. For DoD providers, the authorizing directives and in-
structions identify the command and resource sponsors and often
also describe the functional sponsor and various advisory relation-
ships. Of course, providers should be able to show documents
identifying their formal relationships, but it may be desirable to per-
form this strategic analysis without involving providers. Many insti-
tutions now provide links to such documents on their websites.

Second, the personal knowledge of administrators provides informa-
tion about informal governance arrangements. Administrators with
extensive experience in a system usually possess a great amount of
knowledge about how the system works. However, such people may
not realize what they know, or they may not realize that their as-
sumptions about governance arrangements do not match the docu-
mented formal structures. Thus, it may be helpful to elicit such tacit
knowledge by first sketching out the formal arrangements as found
in documents and then asking administrators for feedback as to the
accuracy and currency of these structures.
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Cataloging Arrangements

The analysis proceeds by asking a series of questions about gover-
nance arrangements. The answers to these questions will constitute
a catalog of entities, functions, and domains that will form the basis
for further stages in the governance review.

Who are the providers in the ET&D system under review? The
providers included in the scope of the analysis should be identified at
an early stage. In the case of ET&D, the scope might consist of a sin-
gle provider or a defined set of similar providers, such as providers of
leadership training programs. But it might also include an overall
system of related providers, such as the entire program of developing
analytical and leadership skills for potential high-level leaders in the
DoD. When the analysis is conducted from a system-level perspec-
tive in a context with overlapping systems and subsystems, it is im-
portant to establish the level at which the system is defined. Defin-
ing the scope in terms of specific providers will guide the distinction
between internal and external governance.!!

Who are the stakeholders involved in or interested in external gov-
ernance for these providers? This question may be answered ac-
cording to the specific types of stakeholders described above:

 What employers’ workforce needs are supposed to be served by
the providers in the scope of the ET&D system under review?

 What system-level stakeholders exercise governance over the
overall mission of the system comprised of these providers?

e What peripheral stakeholders also have interests in aspects of the
ET&D provided?

 What intermediaries perform governance roles with respect to
these providers and the other stakeholders identified?

H1n some cases, reviewers may not at first be aware of all the providers serving the
needs of the stakeholders emphasized in the review. For simplicity, we start with
providers and proceed to stakeholders, but that is not the only approach. An alterna-
tive approach might start by identifying specific stakeholders and then catalog the
providers that serve them. In either case, a reiterative procedure may be followed,
identifying stakeholders and providers in turn until a satisfactory listing is created.
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As noted previously, a given entity could be listed in the answers to
more than one question above. The USD(AT&L) serves as a system-
level authority for the DAU, as the employer (in a broad sense) of
many but certainly not all acquisition personnel, and as an interme-
diary representing other DoD employers of acquisition personnel
through functional sponsorship of acquisition ET&D.

What governance functions are performed by each of these stake-
holders? This item seeks to flesh out the picture of governance with
a rough impression of the role of each player, using a simple but
useful scheme.

The four general categories described above should give enough de-
tail for this purpose:

e command and control
e resource provision
e coordination and/or communication

e other support functions (evaluation, research, planning, advis-
ing, and/or advocacy).

Over what domains do these stakeholders exercise or seek influ-
ence? This step is optional; in some cases, listing the stakeholders
and their governance functions is enough to answer the important
questions and clarify the governance picture for system planners. In
other cases, only certain domains are of interest in the review, and
the stakeholders that are not involved in those domains may be ex-
cluded from further analysis. For instance, a review concerned with
academic quality will not need to dwell on resource sponsors unless
it becomes clear that their influence is or could be critical to aca-
demic quality. Later, in the step of aligning governance, this linkage
of stakeholders, functions, and domains will be used as the starting
point for asking whether key stakeholder goals are appropriately
covered by the existing governance arrangements.

Drawing a Governance Map

For greater insight, the general relationships may be represented
graphically on a map of the external governance network under re-
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view. This should be done at an appropriate scale and level of detail;
time should not be wasted mapping in perfect detail all of the infor-
mation in the catalog of stakeholders, functions, and domains. One
way to simplify the map is to group together stakeholders that are
similar or act in concert for shared goals. Different categories of in-
fluence can be shown graphically. In a complex system with many
providers, it may be necessary to portray only a portion of the system
on any one diagram. See Figure 3.3 for an example of a governance
map showing a single provider and the stakeholders in direct rela-
tionship with it.

The map’s purpose is to provide planners with a broad perspective
and a sense of the relative complexity or simplicity of the governance
network under review. Such a mapping might identify existing and
potential alliances between entities that share interests. On the other
hand, it might show that competition exists between entities, espe-
cially with regard to the reporting burden on the provider.

Mapping Indirect Governance Relationships

The above questions focus on stakeholders in direct relationship to
the providers under review. However, there are also indirect rela-
tionships that contribute to external governance in the system.
These include the relationships of intermediaries with the stakehold-
ers they represent as well as any governance-related interactions
among stakeholders. Identifying indirect relationships creates an
opportunity to identify stakeholders that are involved in governance
but do not interact directly with providers. Adding such stakeholders
and relationships to the governance map shows clearly how gover-
nance in a multi-organizational system becomes increasingly com-
plex with the addition of more channels of governance. Figure 3.4
shows the same one-provider system shown in Figure 3.3, but with
indirect governance relationships and indirectly linked stakeholders
added to the map. It also represents the system symbolically as a line
around the map, dashed rather than solid because systems of ET&D
are open systems that interact in myriad ways with the society and
the organizational context around them.

Mapping indirect governance relationships requires asking two ad-
ditional questions.
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What other stakeholders do intermediaries represent? Peripheral
stakeholders and employers who receive trained employees but do
not sponsor students may not perform any governance function that
links them directly with providers, yet they expect their needs and in-
terests to be served by the system. Such parties usually have inter-
mediaries to represent their interests through governance functions.
In addition, some stakeholders that perform one governance func-
tion might find it efficient to employ an intermediary to perform
other governance functions in which it is interested. The OSD is a
system-level stakeholder with a command-and-control role over
many ET&D activities, but does not wish to specialize in the evalua-
tion of ET&D quality. Thus, it has instructed DoD institutions to pur-
sue accreditation, using accrediting agencies as intermediaries to en-
sure that providers deliver an acceptable quality of education and
training.

The mapping task requires linking all relevant stakeholders with the
intermediaries that represent them, and vice versa. At times, this will
reveal that the initial list was incomplete, and another stakeholder or
intermediary will be identified by this linkage. To follow our exam-
ple, a complete map would show the OSD as a system-level stake-
holder represented by accrediting agencies as intermediaries.

Some organizations that might at first appear to be intermediaries
actually perform internal governance functions in service of the
provider rather than represent an external stakeholder. For example,
a research firm may be hired by the administration to assist in plan-
ning. It may be considered as an extension of the provider and ex-
cluded from this analysis, unless its role points to a salient weakness
or gap in external governance. If the latter, it should be noted for
follow-up in the task of aligning governance arrangements with
stakeholder goals, which is described later in this chapter.

Depending on the purpose of the review, extra effort might be put
into this step by drilling down into the membership of intermediary
boards and committees to discover what stakeholders are repre-
sented there. This is standard practice in the analysis of corporate
governance, where board membership generally carries more power
than membership on advisory and governing boards in higher edu-
cation. However, this information might benefit an analysis of ET&D
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governance by revealing previously unrecognized sources of conflict
or opportunities for alliances.

What interactions among stakeholders (including intermediaries)
are relevant to the governance of ET&D? Having identified the
providers and stakeholders, including intermediaries and the stake-
holders behind them, it should be possible to trace a line of gover-
nance—i.e., influence—from each stakeholder on the map to a
provider of ET&D. Such a drawing gives the wrong impression,
though, because in a multi-organizational system of any significant
complexity, there are likely to be multiple interactions among orga-
nizations, and multiple channels of influence among stakeholders
and providers. Identifying such linkages better reveals the pattern of
strong and weak influences over ET&D outcomes. It is a necessary
step if planners intend to align governance functions with stake-
holder goals, as described in the latter part of this chapter.

Some caution is warranted in mapping such interactions. Not every
relationship is relevant to the governance of the domains of ET&D
emphasized in this structural analysis. The Departments of the
Army, Navy, and Air Force clearly interact for a number of reasons;
what is relevant to this analysis is whether and how they interact for
the governance of ET&D. The Defense Language Institute Foreign
Language Center (DLIFLC) is subject to governance by both the
Army’s Training and Doctrine Command and the Assistant Secretary
of Defense for Command, Control, Communications, and Intelli-
gence. These two stakeholders must communicate and coordinate
with each other, and thus each has two lines of influence on the
DLIFLC: one directly to the provider and one indirectly through the
other party. Generating a greater awareness of such multiple chan-
nels of governance may provide one of the most useful benefits of
the structural analysis, showing opportunities for shared influence
over the quality and productivity of ET&D.

Additional Lessons from the Mapping Exercise

At this point, after the mapping of governance arrangements but
prior to the attempt to align them with stakeholder goals, the pri-
mary benefit of the exercise to system-level planners lies in any in-
sights they have gained into the nature and pattern of governance
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relationships. At least two additional questions can be addressed
based on this global overview of the governance structure.

Is the governance structure formally documented? When there are
strong informal governance arrangements other than the docu-
mented formal arrangements, one of two conditions is likely to hold.
The documents that specify formal arrangements may have become
outdated as informal arrangements adapted to changing organiza-
tional goals and environment. In such cases, documenting the in-
formal arrangements can help systematize and preserve the personal
knowledge of administrators familiar with the new arrangements.
Another possibility is that the informal arrangements may have
strayed from the intent of the originally specified formal arrange-
ments. In such cases, systematically reviewing the original docu-
ments provides a foundation for bringing the governance structure
back into compliance. In either case, the research that underlies the
mapping process will reveal whether there is a problem with incon-
sistency between formal and informal arrangements.

Is the governance structure simple and clear? A well-drawn gover-
nance map provides compelling visual evidence as to the simplicity
or complexity of the network of relationships it represents. This evi-
dence is only meaningful in comparisons between systems drawn to
similar levels of detail; an intuitive judgment of complexity or sim-
plicity might be an artifact of the scale of the map or the level of de-
tail. However, a comparative approach can be useful in reviewing
different subsystems within a larger system; highlighting changes
over time within one system; or evaluating prospective changes, such
as the addition of a new intermediary to an existing system.

ALIGNING GOVERNANCE ARRANGEMENTS

Once governance arrangements have been mapped, system planners
may wish to proceed with the task of aligning those arrangements
with stakeholder goals—evaluating whether there are gaps, overlaps,
or other misalignments in the governance coverage of key goals.
This step starts with the identification of key stakeholders and their
goals and then matches the goals with the governance functions that
support them. The analysis proceeds through the following series of
questions.
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Which of the stakeholders previously identified are the key stake-
holders for this task? Given the map or catalog generated above, this
step determines which stakeholders really matter for the purpose of
the task of alignment. The list should be relatively short to keep the
analysis manageable. The number of people or organizations that
have an interest in a system of ET&D is potentially very large, and
choosing which ones to exclude requires an exercise of judgment.

This selection should be guided by the stakeholder that authorized
the review and based on the purpose of the review. It might be based
on a selection of domains; as discussed previously, a review of gov-
ernance regarding quality of education would have little concern for
resource sponsors as financial stakeholders. Excluding them from
this list does not imply that they do not matter, merely that they are
not a high priority for the analysis.

In the DoD system of ET&D, a review conducted by the Chancellor’s
office would be guided by its mission to advocate academic quality
and productivity and by its focus on functional sponsors as the pri-
mary beneficiaries of ET&D. Thus, the functional sponsors would be
identified as key stakeholders the goals of which are to be analyzed,
while other types of stakeholders might be de-emphasized in the
analysis.

What are the key goals of these key stakeholders? For each key
stakeholder identified in the previous step, this step lists the central
goals that are at stake in this system of ET&D. These goals might be
found in official documents, deduced from the nature and mission of
the organization, and/or learned from conversations with leaders
and administrators.

The list should be targeted at a level of abstraction appropriate for
talking about governance functions, focusing on broad and enduring
goals rather than operational and changing objectives. As a guide,
we suggest broad categories of goals for a system of ET&D. These are
not definitive, but are intended to stimulate further thinking about
goals. The categories are as follows:

* Providing/obtaining a skilled workforce (effectiveness or quality).
Providing a skilled workforce is a goal arising from the mission of
an ET&D system; obtaining a skilled workforce is a goal arising
from the interests of employers as key stakeholders. A forward-
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thinking employer needs a reliable flow of skilled personnel and
thus has a major stake in the system of ET&D that provides that
flow. At times, this need may be so great and so difficult to fill
from existing providers that an employer will create a new orga-
nization or program to obtain a reliable source of workers.

This goal may have several subgoals:

— Providing/obtaining the needed number of skilled workers
over time. Employers and workforce planners have a stake in
the quantity of workers receiving ET&D in each field and in
scheduling the flow of workers to meet changing workforce
plans and needs.

— Providing/obtaining the appropriate content of ET&D. Per-
sonnel must be trained in the needed skills, according to cur-
rent standards. This is clearly in the interest of employers,
but also of other stakeholders such as an agency that has re-
sponsibility for setting technical standards in a field. An or-
ganization dependent on standardized technology has a
strong interest in the standardization of content in any
ET&D regarding the use of that technology.

— Providing/obtaining the desired quality of ET&D. The overar-
ching system may place a premium on quality as a value and
as a reflection of the importance of its mission. Within the
system, employers may also emphasize the quality of ET&D
if they believe that it results in a higher-quality workforce.
Intermediaries such as accrediting agencies or the Chancel-
lor’s office may have this goal as part of their mission and
values.

The above three subgoals—quantity, quality, and appropriate-
ness—could be considered aspects of effectiveness as a value
and as a stakeholder interest.

Making efficient use of resources (cost-effectiveness or productiv-
ity). The provision of ET&D requires resources, and the efficient
use of those resources is a major goal. Efficiency in the sense of
saving money is clearly in the interest of any stakeholders that
provide funds. However, efficiency in the sense of achieving
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more and greater results with the resources available is a mis-
sion-based goal of the entire system of ET&D.

*  Maintaining a high quality of life for employees (students). The
system and some stakeholders may set standards for quality of
life, based on values and/or on the belief that higher quality of
life results in a higher-quality workforce. Thus, goals might in-
clude ensuring the adequate provision of services such as health
care, child care, transportation, and housing while attending
school; and ensuring students a reasonable balance of personal
time and course requirements (and work load if students are not
fully released from work obligations while attending school). A
related concern might be to ensure that personnel are appropri-
ately rewarded for their efforts.

* Maintaining equity, or fairness. Public agencies exist to serve the
public interest, and like other public agencies, DoD has institu-
tional values regarding equal opportunity and access for individ-
uals, which must be met by any provider in the system.

Finally, many operational goals arise from other, higher goals, such
as those we have suggested. An attempt should be made, when con-
structing the list of key goals for the structural analysis, to trace such
instrumental goals back to the primary goals they serve.

Who is performing what governance functions relative to the key
stakeholder goals? For each of the key goals selected above, this
question identifies the existing governance arrangements in two di-
mensions: first, who is acting on behalf of the stakeholders to protect
the goal, and second, what governance functions are being per-
formed regarding this goal? Answers to these questions may be ob-
tained quickly by reference to the system map created earlier. To il-
lustrate using the example of the subgoal “providing/obtaining the
desired quality of ET&D,” an accrediting agency is an intermediary
focused on this goal, and the governance function it performs in pur-
suit of that goal is evaluation. Functional sponsors within DoD work
toward “providing/obtaining the appropriate content of ET&D” in
part through their membership in curriculum oversight boards.
Such boards perform an advisory function as intermediaries.

By the end of this stage, the analysis will have produced a list of the
key goals of the system, the stakeholders who care about these goals,
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the identity of intermediaries and other stakeholders who are acting
to protect the goals, and the governance functions being performed
in pursuit of the goals.

What are the obstacles or threats to the achievements of these
goals? We are now moving beyond the mapping and categorization
of governance and beginning to generate information about specific
goals that will be useful in efforts to improve the effectiveness of
governance. When the relative need for governance functions to
support specific goals is considered, it is highly relevant to ask why
those goals might not be fulfilled without sufficient governance.

* Does the system possess the institutional capacity to achieve
these goals? If not, could the capacity be developed, given more
effective governance?

e Do the interests and goals of the provider organization and its
leaders conflict with the goals or reinforce them? Conflict sug-
gests a need for explicit governance arrangements or a better job
of structuring incentives within the system, while reinforcement
suggests a self-governing mechanism may be at work.

* Do the interests and goals of other stakeholders conflict with the
goals or reinforce them? Where there is conflict, a governance
role of mediation or policy setting at a higher level may be neces-
sary to resolve differences. Where there is reinforcement, multi-
ple stakeholders may be able to cooperate, perhaps through a
coordinating intermediary, for more efficient and effective gov-
ernance.

e Are the goals currently being met? Do they have a consistent
history of being met?

Any goals that are congruent with the interests and goals of the
provider and other stakeholders, that are currently being met, and
that have been consistently met in the past are already either self
governing or well governed and do not need further review (unless
the purpose of the analysis is to study areas of good governance for
insights and successful practices).

Are there significant gaps and/or overlaps in coverage of key goals
and functions? Finally, this analysis examines opportunities for im-
proving the governance of the system by filling gaps in the coverage
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of key goals with governance arrangements, reducing overlaps in the
coverage, reconciling conflicts between goals, and identifying oppor-
tunities for cooperation between stakeholders.

Are any key goals not being addressed for a stakeholder or for the
system as a whole? If so, what are the consequences of such a defi-
ciency? What governance functions are needed to address these
goals? What sort of governance arrangement would be appropriate
in this context? This set of questions focuses on opportunities to im-
prove the effectiveness of governance by plugging gaps in the cover-
age of key goals.

Are there specific goals that are shared among stakeholders? Are
there obvious redundancies among the governance functions per-
formed by stakeholders addressing the goals? Are there clear oppor-
tunities for strategic partnerships between stakeholders, for collec-
tive action through intermediaries, or for indirect influence through
some party with a more direct governance function? This set of
questions seeks to improve the efficiency of governance by achieving
more influence with less costly governance arrangements.

Are there specific goals that are in conflict with each other? Is there a
mechanism for resolving conflicts between stakeholders, for priori-
tizing goals, and for coordinating multiple simultaneous claims on
the system? This set of questions addresses the possibility of gover-
nance that suffers because of the diversity of interests and goals
within a multi-organizational system.

This structural analysis of external governance opens with a defini-
tion of terms for discussing governance arrangements and ends with
an effort to ensure that those arrangements are reasonably aligned
with goals the achievement of which governance is expected to pro-
tect. Organizations conducting the analysis may vary in terms of
how far they choose to go down this road from understanding to
structuring the governance of a system. Nevertheless, the structural
analysis should end with an attempt to synthesize its findings and
communicate recommendations to system-level decisionmakers. If
significant gaps or overlaps in governance coverage are unveiled, the
structural analysis may conclude with suggestions for adding new
governance relationships or merging existing ones. On the other
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hand, if the governance arrangements are understandable and well
aligned with goals, the recommendation might be to perform an im-
plementation audit as described in Chapter Four.



Chapter Four

THE IMPLEMENTATION AUDIT OF EXTERNAL
GOVERNANCE

OVERVIEW

This chapter sets forth guidelines for auditing the effectiveness of
governance in practice. The implementation audit differs from the
structural analysis described in Chapter Three in the following ways:

The structural analysis seeks to describe governance arrange-
ments and align them with stakeholder goals, while the imple-
mentation audit seeks to assess effectiveness in the actual per-
formance of governance.

The structural analysis provides a broad overview of a network of
relationships; even when it focuses on specific stakeholders and
governance relationships, it places those in a larger context by
mapping other stakeholders and relationships. On the other
hand, the implementation audit focuses more closely on the op-
erational details of the relationships between selected providers
and stakeholders.

The structural analysis depends on official documents prescrib-
ing governance arrangements and on interviews with key per-
sonnel familiar with any informal governance relationships. It
may be performed by a relatively small staff without much
participation from the various organizations involved in the
system. On the other hand, the implementation audit requires
more detailed evidence from organizations in the system
showing how governance works in practice. As a result, it

49
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requires more time, staff effort, and multi-organizational
participation.

e The structural analysis may be done as a planning exercise with-
out a subsequent implementation audit. However, an imple-
mentation audit requires a preliminary understanding of the
system such as that provided by the structural analysis. This
does not mean that a new structural analysis is a prerequisite to
every implementation audit, but it suggests that a structural
analysis should have been done at least once, recently enough to
remain valid.

* While both the structural analysis and the implementation audit
contribute to an understanding of how the system is governed,
which may be useful to a number of participants in the system,
the two tasks differ in terms of who can and should act on their
findings. Recommendations resulting from a structural analysis
address potential changes in the system structure from the point
of view of a system-level authority. Recommendations resulting
from an implementation audit address potential changes in the
operational behavior of specific stakeholders, intermediaries,
and perhaps even providers.

e The scope of the implementation audit may in some cases be
more limited than the scope of the structural analysis, both be-
cause the implementation audit has a different purpose and be-
cause it would be more costly than the structural analysis to
carry out over the same scope.

We suggest that system-level authorities or key stakeholders under-
take an implementation audit if they have concerns about their gov-
ernance capabilities and outcomes. However, in the absence of an
actual audit, this chapter may still serve as a stimulus for planners
seeking to identify criteria for effective governance and as a starting
point for other assessments of governance practices. Here we delin-
eate what we mean by governance effectiveness, present a guide for
planning an audit of external governance, and follow with sample
criteria for assessing effective performance and capacity.!

IThe practices suggested in this chapter come from various sources, including litera-
ture on quality auditing (Russell, 2000); public-sector performance measurement
(Halachmi, 1996); public-sector compliance monitoring (Light, 1993); and program
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Defining the Assessment of Governance Effectiveness

Governance is closely associated with the concept of accountability,
which has received considerable attention in the public management
literature. Government scholar Paul Light has identified three dis-
tinct models of accountability: organizations may be held account-
able for compliance with rules, effectiveness in performance of a mis-
sion, and capacity building for future performance (Light, 1993, p.
14). Here, we discuss the implementation audit in these terms, em-
phasizing the latter two in our approach. We focus on the effective-
ness of governance in terms of the performance of the system with
respect to mission-level goals and the goals of key stakeholders, and
in terms of the capacity of the system to continue responding to
evolving goals and changing conditions.

The implementation audit does not, however, directly measure or as-
sess the system’s effectiveness in achieving its goals. That is a gover-
nance task, but it is not the same thing as assessing governance ef-
fectiveness. Indeed, one of the things this audit seeks is evidence
that the system’s performance and capacity are being measured,
monitored, and assessed by the organizations involved in gover-
nance.

A system may be effective in terms of current goal outcomes and yet
lack effective governance. The goal outcomes may be at risk as cir-
cumstances change, unless stakeholders can gain the governance
capacity to ensure that current successes are sustained in the future.
The goals themselves might change over time, in which case the sys-
tem needs to be capable of responding to future guidance from
stakeholders. Current system effectiveness is evidence, but not
proof, of good governance.

On the other hand, a system may have strong governance and yet be
unable to demonstrate that it is currently effective in achieving spe-
cific goal outcomes. One case is where a system with a history of
ineffectiveness is engaged in new reforms; goal outcomes have not
yet improved, but governance has already gained effectiveness in
bringing about change. A second case is where an intrinsically irre-

evaluation (Rossi, Freeman, and Wright, 1993). These practices are adapted here for
use in the assessment of governance.
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solvable tension exists among different stakeholder goals (e.g., bud-
get constraints in the goals of one stakeholder or conflicting interests
among different stakeholders). Effective governance allows at least
peaceful coexistence among stakeholders and, at best, some sort of
optimizing equilibrium among goals. In each of these cases, the
evidence of effective governance lies in the process itself, either a
change process or a reconciliation/equilibration process, rather than
in the achievement of specific goals. Developing and sustaining such
processes may be considered among the goals of governance.

Our emphasis on effectiveness contrasts with compliance account-
ability, which focuses on whether an organization conforms in prac-
tice with established policies. Assessing such conformity is a valid
and often necessary governance function, fitting within the concept
of control in the taxonomy of governance functions we described in
Chapter Three. When overemphasized, however, it can distract an
organization from efforts to improve performance and capacity
(Light, 1993; and Behn, 2001).

When applied to external governance in a multi-organizational sys-
tem, compliance accountability implies a focus on the degree to
which actual governance practices conform to the governance ar-
rangements set by policy. However, with regard to governance of the
domains of ET&D, formal policies tend to focus on accountability for
inputs and processes rather than on accountability for outcomes
(Gates et al., 2001, pp. 59-61); there is often latitude for a broad range
of both effective and ineffective governance practices within the re-
gion of strict compliance. Furthermore, compliance with rules and
regulations is already the target of much concern in government, as
seen in the work of the Inspectors General and the General Account-
ing Office. Thus, stakeholder dissatisfaction with governance of
ET&D is more likely to have resulted from poorly structured gover-
nance arrangements and weakly implemented governance functions
within the bounds of existing policy, rather than from outright non-
compliance with established policy.

Auditing governance in terms of compliance runs the risk of focusing
on the wrong things. It also implies a threat of negative sanctions to
participating organizations; this could lead to an adversarial relation-
ship between providers and stakeholders, reducing rather than
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increasing the influence of stakeholders over the outcomes that
matter to them. Therefore, unless there is a strong prior perception
that noncompliance is a major cause of ineffective governance, we
do not recommend that compliance auditing be part of the strategic
governance review.

Our approach also contrasts with the idea of assessing governance
efficiency, the net benefit to the system of maintaining these specific
governance arrangements and practices after considering their direct
and indirect costs. This is a formidable task. Organizations are likely
to account for the direct costs of governance activities under many
budget categories. Indirect costs of governance, including not only
the reporting burden on member organizations but also any oppor-
tunities lost because of the demands of responding to governance,
are even less likely to be measured. Estimating benefits implies
quantifying the outcomes of governance, the marginal contribution
that governance makes in the achievement of key goals versus what
would have been achieved under less governance. Because cost and
benefit numbers will be so difficult to obtain or to estimate precisely,
a valid assessment of governance efficiency would be a major under-
taking beyond the scope of this report.

PLANNING THE AUDIT

Conducting an audit can be a costly undertaking. It requires field-
work to obtain operational data, placing a time burden not only on
the auditing staff but also on the responding organizations. It may
introduce stress in the relationship between the auditing organiza-
tion and the organizations being asked to provide access to data and
operations. In light of these costs, a successful and efficient audit re-
quires careful planning. According to The Quality Audit Handbook,
proper quality audits must follow a prescribed sequence:

Quality Audits must be prepared for (planning ahead), performed
(conducting the audit), have the results reported (let everyone know
what was found), and then have the results responded to (feedback
on what is going to happen next) from the organization that was
audited. It is common to refer to these as phases of an audit: prepa-
ration phase, performance phase, report phase, and follow-up and
closure phase. (Russell, 2000, p. xxvi)
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In the preparation phase, decisions must be made about the purpose
and scope of the audit, who is to conduct the audit, and how infor-
mation is to be gathered.

The Purpose of the Audit

The purpose of a specific audit will depend on the context and con-
cerns of the authority, stakeholder, or intermediary that initiates the
audit. The goals of a governance audit might include:

e to provide a detailed understanding of how governance actually
works in the system

e to provide feedback about how well the goals of the system
and/or of specific stakeholders are being protected through
governance

e to provide suggestions for how to improve the system’s overall
accountability and responsiveness

* to provide suggestions for how to improve the influence of spe-
cific stakeholders over the outcomes that matter to them.

In planning an actual audit, we suggest that the purpose be opera-
tionalized by asking what will be done with the information gener-
ated by the audit. If a deeper understanding of governance is gener-
ated, how will this contribute to strategic planning efforts over time?
If deficiencies or opportunities are noted, who will have the ability
and motivation to do anything about them? To what organizations
in the system will the results of the audit be made available, and what
kinds of changes will they be able and willing to make on the basis of
this information? Answering these questions in advance requires
some awareness of the system’s context and history, including the
organizational, economic, and regulatory constraints it may face in
making changes. Addressing these issues, however, will help im-
prove the efficiency of the audit and make it more effectively con-
tribute to the system.
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The Scope of the Audit

The audit’s scope needs to be limited to obtain the most benefit for
the cost. In addition, the scope must be clearly communicated to
participants so that the audit can proceed efficiently. Defining the
scope in advance will help prevent spending time and effort on irrel-
evant and unauthorized evaluations. It will also guide the distinction
between internal and external governance. The scope should be de-
fined with respect to the organizations included in the audit, and
with respect to the domains of ET&D relevant to the purpose of the
audit.

If a recent structural analysis has been conducted for the specific sys-
tem being audited, the scope of that analysis provides an ideal start-
ing point for delineating the audit. However, an audit may be more
restricted in scope than a structural analysis, and a deliberate deci-
sion as to scope should be made each time an audit is conducted, as
part of the specification of the audit.

Establishing the scope of the audit requires that the following ques-
tions be answered:

e Atwhatlevel is the system of interest defined? The answer could
be as large as the entire DoD system of ET&D, in which case the
audit will be prohibitively costly unless it is strictly limited in
domain and detail. It could be as small as a single provider and
the stakeholders it serves, which would either keep the cost lower
or allow a comprehensive look at many domains in great detail.
In most cases, the audit will be targeted at a system defined
somewhere between these extremes.

- What organizations or entities are to be explicitly included in the
audit? The list should include the providers and the stakeholders
that are specifically relevant to the auditing authority’s purpose
for this audit. This does not necessarily mean identifying all of
the key stakeholders involved in governance, as was done in the
mapping exercise of the structural analysis.

e What domains of ET&D are explicitly included in the audit?
Again, this depends on the purpose of the authority initiating the
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audit; the focus may be on a single area such as finance, a set of
related areas such as faculty and curriculum, or all aspects of
ET&D. Answering this in advance will provide essential guidance
in conducting the audit, and it will reassure respondents who
might be concerned about participating in an open-ended audit
process.

Selecting Criteria

The next step in the audit plan involves specifying the assessment
criteria. Criteria are vital because they give a yardstick against which
to measure the operational realities observed in the audit. Selecting
criteria in advance protects against the temptation to evaluate gov-
ernance subjectively and then write criteria that justify the result.?
Writing criteria for good governance and presenting them to mem-
bers of the system, long in advance of an audit or even in the absence
of an audit, has the added benefit of communicating to participants
what results are expected from a set of governance arrangements.

However, there is a fine line between writing criteria for evaluation
and writing rules for compliance. One difference lies in the type of
sanction implied; noncompliance with rules results in negative
sanctions, while achieving high standards of performance and ca-
pacity evaluation should result in positive benefits for participants.
Another related difference lies in precision. Rules are often strictly
worded and result in either-or determinations; an organization is ei-
ther in compliance or not, regardless of whether its performance is
truly effective. Criteria, on the other hand, are flexible in application
to specific situations and promote continuous improvement in per-
formance rather than a pass-fail mentality.

Here we suggest three “criteria for criteria.” To the greatest extent
possible, they should be measurement based, mission driven, and
outcome oriented.

2In the course of an audit, information may be uncovered that could lead to the gen-
eration of new criteria. However, an audit is justifiable not as a quest for emergent cri-
teria, but as an assessment of findings against criteria agreed upon before the start of
the audit. Suggestions for new criteria may be included in the recommendations of
the audit for consideration in planning future audits.
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e Measurement-based criteria make objective assessment possible.
This means that they use some sort of scale, the points of which
are identified in terms of observable phenomena. Even a two-
point scale, like a true-false question, counts as a measurement if
empirical data can be reliably mapped onto the two points. Atti-
tudes and opinions can be measured with a variety of scales de-
veloped according to the methods of social science research.3
What is essential is that criteria be based on observable distinc-
tions.

e Mission-driven criteria direct an assessment toward the external
purpose of the system; they could also be described as demand
driven, especially in the case of workforce ET&D. It is natural for
organizations to focus on supply rather than demand, on inter-
nal survival and growth needs rather than achievement of a mis-
sion assigned to them by an external authority.? In the public
sector, and in the provision of ET&D for a large, multi-organiza-
tional system, it may be even easier to neglect demand.
Providers may define their mission in terms of what they prefer
to do and have been doing, rather than what the larger system
and key stakeholders need them to do. Criteria for assessing the
external governance of providers should emphasize a mission
that is external to the providers.

e Outcome-oriented criteria focus on results rather than inputs and
processes. In activities where outcomes are difficult to measure,
as in much of government and in ET&D, it is tempting for organi-
zations to focus on things that are more easily measured. This
leads to a focus on such things as budget size, personnel qualifi-
cations, and enrollments, rather than on the achievements that
matter for educational quality and that make a meaningful dif-

3Just as a ruler used to measure a physical object must be calibrated to generally rec-
ognized units of length, a scale used in measuring social phenomena should be vali-
dated so that there is general agreement about what the points mean. See Judd,
Smith, and Kidder (1991, pp. 145-170) and Churchill (1995, pp. 451-489) for descrip-
tions of scales commonly used in social science research.

4In a market economy, business firms receive their funds from the customers they
serve, and they must be demand driven to thrive—or so it would seem. In fact, even
the private sector faces the perennial problem of what marketing scholar Theodore
Levitt calls “marketing myopia,” the tendency of firms to be product oriented rather
than demand oriented (i.e., to produce what they want to produce rather than what
their customers want to buy) (Levitt, 1986, pp. 141-172).
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ference to external stakeholders.”> Governance criteria should
emphasize outcomes wherever possible. In some cases, such as
when assessing the capacity for ongoing governance, it is neces-
sary to use process-oriented criteria simply because future out-
comes cannot be observed. Such criteria should be justified by
evidence that there is indeed a linkage between a process and the
sort of outcome it is intended to generate.5

Later sections of this chapter discuss some possible criteria for as-
sessing governance in general terms; more specific criteria should be
written in operational terms that support the purpose of the audit in
the context of the institutions and domains within its scope. Not all
of the criteria we suggest will be relevant to a specific audit, and audit
planners may conceive of criteria other than the ones described here.

Determining Who Will Conduct the Audit

The audit will be authorized by a system-level authority or key stake-
holder, but it may be performed by an intermediary in a manner
similar to a CPA firm conducting a financial audit. In compliance
auditing, the persons conducting the audit are generally expected to
have a degree of independence from the entity being audited. In an
audit oriented toward performance and capacity, as emphasized
here, the degree of independence required may be less, depending
on the purpose of the audit.

The question arises whether an institution should be established
with specific responsibility for conducting governance audits. In the
case of compliance auditing, with a need for independence, this is an
obvious and traditional approach. In the case of performance audit-
ing, it is not so clear that this is the right approach. Robert Behn ar-
gues forcefully against designating specific institutions to conduct
performance auditing in government (Behn, 2001, pp. 201-203).
Such institutions naturally tend to define performance according to

SGates et al. (2001) provides a more thorough discussion of outcome measurement as
an approach to evaluating the quality of ET&D.

SThere is a parallel between this criterion, that there should be a linkage between a
process and its intended outcome, and the methodological criterion of validity, that
there should be a linkage between a metric and the outcome it is intended to measure.
See Gates et al. (2001) for a discussion of validity in measurement.
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their own standards and then to audit compliance with those stan-
dards. What is needed in a multi-organizational system is multi-
directional accountability for performance, obtaining feedback from
a variety of institutions and taking into account the diversity of per-
spectives on what government performance means.

Behn'’s view is congruent with the concept of governance underlying
this report, but assessing governance as such may be different from
assessing organizational performance. A governance audit is more
specialized than a performance evaluation and involves issues at a
higher order of abstraction. Efficiency in conducting such audits
may grow over time as an organization conducts more audits. Thus,
in a system that needs repeated governance auditing, there may be a
need for an institution to specialize in governance auditing.

However, this institution should not be a traditional auditing organi-
zation such as an Inspector General’s office. A conscious effort is
needed to avoid associating governance auditing with compliance
accountability and an overreliance on procedures created by the
auditing profession for verifying compliance. Perhaps an intermedi-
ary specializing in governance issues could become not only a desig-
nated institution for conducting nonadversarial governance audits
but also an organizational resource for knowledge about governance
and a facilitator for organizations wishing to perform self-audits.

Gathering Operational Information

In contrast to the structural analysis, which relies on policy docu-
ments and interviews with system-level administrators, the imple-
mentation audit requires data from the field, specifically from the
providers and the stakeholders included in the scope of the audit.
However, because the audit will not assess compliance with rules,
there is no need to dig for hidden information in the manner of a fi-
nancial audit. The audit assesses governance according to the crite-
ria chosen earlier and thus involves gathering evidence as to how
well the system fulfills these criteria. Auditors will obtain various
forms of evidence about the history and day-to-day implementation
of governance relationships among entities. Assessment then pro-
ceeds by considering the weight of the evidence relative to each cri-
terion.
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This approach is similar to the way many accrediting agencies review
educational institutions. In the accreditation process, a school is
typically asked to perform an analytical self-assessment according to
criteria set by the agency and then to provide reviewers with evi-
dence supporting this self-assessment. In this model, the accrediting
agency’s standards include descriptions of the types of evidence or
indicators that would be considered to validate an assessment under
each criterion.

Following this model, specific types of evidence should be named in
the governance audit plan, and entities subject to the audit can then
provide those items to the audit team. Site visits and personal inter-
views can be used to supplement—and if necessary verify—the doc-
umentary evidence. This approach provides enormous flexibility in
making the audit appropriate to its purpose and context; it allows a
cooperative rather than an adversarial relationship between auditors
and respondents.

ASSESSING THE EFFECTIVENESS OF EXTERNAL
GOVERNANCE

The purpose of external governance in a system of ET&D is to ensure
that the network of providers fulfills the system’s mission and
achieves the goals of key stakeholders, particularly with respect to
quality and productivity. An obvious approach to assessing the ef-
fectiveness of governance would be to measure whether the system’s
mission is being fulfilled and stakeholder goals are being achieved.
The trouble with this approach is that this is exactly what governance
is supposed to be doing (among other things). Assessing governance
by repeating its evaluation of system performance is like checking a
sum by adding it again. This approach may be cost-effective when
counting change at the grocery, but it represents costly duplication
of effort in a large multi-organizational system. Thus, the implemen-
tation audit will seek to measure how well goal fulfillment is being
governed rather than how well goals are actually being fulfilled. Such
an approach involves an assessment of governance performance,
showing that the system is responsive to the influence of stakehold-
ers, as well as governance capacity, showing that governance activi-
ties within the system promote responsiveness to the continuing in-
fluence of stakeholders over the long term.
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We list four suggested criteria here and then discuss each in turn.

1. There is evidence that system outcomes are being defined,
measured, and evaluated relative to goals.

2. There is evidence that providers, intermediaries, and key stake-
holders are communicating frequently and transparently.

3. There is evidence that providers and intermediaries are respon-
sive to key stakeholder guidance.

4. There is evidence that key stakeholders are being satisfied.

Criterion 1. There Is Evidence that System Outcomes Are
Being Defined, Measured, and Evaluated Relative to Goals.

Monitoring and assessing system performance are critical gover-
nance functions, and they provide the information required for other
governance functions such as planning and coordination. Financial
measures of performance are nearly universal, and sophisticated but
easy-to-use systems have been developed in that domain. However,
performance measurement in terms of outcomes is a more complex
task, yet it is often done with less sophisticated tools than are used
for financial measurement, so it may be neglected (Anthony and
Govindarajan, 1998; and Halachmi, 1996). Effective governance
requires that outcomes be measured on an ongoing basis and
evaluated relative to the mission, vision, and goals established for the
system by system-level stakeholders in consultation with other key
stakeholders. This criterion assumes a prior alignment of the
system’s mission, vision, and goals with key stakeholder goals, as
described in Chapter Three. It also assumes that these system-level
goals have been defined explicitly enough to be used as a basis for
measuring outcomes.

It should be easy for auditors to obtain evidence that such measure-
ment and evaluation are indeed taking place regularly; when done
properly, the very process leaves a documentary trail and a body of
historical data for future reference. In addition, auditors may seek
evidence that there is good management of the data resulting from
measurement. For example, are data captured at the source in a
timely manner, or are they based on delayed and/or second-hand
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reports? Are databases maintained regularly, with procedures to
identify and correct data errors? Does frequent feedback from
database users contribute to corrections of the data and improve-
ments in the system?

It may also be useful to assess the validity of evaluation processes
and their conclusions, which will require expertise in program eval-
uation (Rossi, Freeman, and Wright, 1993). However, such expert as-
sessments are optional in this review of governance. In systems
without highly developed governance processes, significant progress
may be realized simply by ensuring that the goal outcomes that
matter are being regularly measured and evaluated on behalf of key
stakeholders. Relevant evidence may include published policies and
procedures for collecting data, including a specification of the input
items to be reported; database reports produced regularly over a pe-
riod of time, along with statistical analyses and management com-
ments; and documents showing that the available data are used in
evaluating outcomes.

Criterion 2. There Is Evidence that Providers, Intermediaries,
and Key Stakeholders Are Communicating Frequently and
Transparently.

Communication is a governance function that enables a multi-
organizational system to work. Without frequent two-way commu-
nication, providers will not know what goals stakeholders expect to
be met, and stakeholders will not know what efforts providers are
making and what constraints providers face in meeting those goals.
As representatives of other stakeholder interests, intermediaries also
need to engage in such communication. Effective communication
consists of more than formal guidance through directives and formal
feedback through measurement of outcomes. The ideal is for partici-
pants to continually modify and verify their mutual understanding in
real time.” This is challenging even in relatively simple contexts such
as teamwork among a small number of individuals; it is even more

7Communication plays roles other than the transmission of formal information for
control purposes; the symbolic meanings embedded in the very act of communication
are important to the evolution and maintenance of organizational relationships
(Overman and Loraine, 1994).
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difficult in multi-organizational systems and requires a commitment
to communication as a priority.

Transparency in communication means that relevant information is
openly and immediately shared. Deficiencies in transparency may
be intentional or unintentional. They may result from a number of
causes, including a neglect of communication as a priority, a concern
for protecting organizational control over information resources, a
lack of adequate systems and organizational capacity, and perhaps a
natural aversion to accountability. Transparency is lost not only
when information is withheld, but also when it is distorted through
improper processing or hidden in a confusing overload of discon-
nected details. Of course, some limits to inter-organizational trans-
parency may be appropriate, especially in a national defense setting.
However, the logic of governance requires that the system-level au-
thority or key stakeholder agree to such limits.

Evidence of frequent and transparent communication may be ob-
tained from published policies and procedures, including clearly
identified descriptions of goals, copies of correspondence, and in-
terviews with participants. In keeping with the audit strategy of let-
ting organizations provide their own evidence, auditors do not need
unlimited access to correspondence files; they can form an assess-
ment of governance capacity based on the type, quantity, and quality
of the particular records reviewed.

Criterion 3. There Is Evidence that Providers and
Intermediaries Are Responsive to Key Stakeholder Guidance.

If there is good communication among organizations, the next ques-
tion is whether such communication results in an effective mecha-
nism for giving guidance that results in change. If governance is
defined in terms of influence, then effective governance will be ob-
servable in the results of that influence. To address this criterion,
auditors can seek evidence that stakeholders involved in governance
have in fact succeeded in influencing the provision of ET&D within
the domain of interest.

Some of the evidence submitted for Criterion 3 will be similar to the
documentation supporting Criterion 2; it should show not only
communication but also change taking place. Effective influence
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might take the form of corrective direction given by a stakeholder
and accepted by a provider, resulting in measured improvements.
Such cases will make auditing easy, because both parties should be
able to produce documentary evidence such as letters, reports, and
responses to reports showing the correction and resulting improve-
ment.8

Other forms of influence might be more subtle and difficult—but not
impossible—to measure. For example, an intermediary may assert
that it has influenced ET&D by acting as a liaison to increase com-
munication between providers and other stakeholders and by be-
coming a clearinghouse for information about educational quality.
Evidence of this might be derived from records showing that in-
creased communication and usage of information resources actually
took place. Oral histories obtained through interviews with adminis-
trators may provide further evidence of governance influence.

Intermediaries should also be able to show evidence of their respon-
siveness to key stakeholder concerns. To a large extent, the work of
governance is performed by intermediaries acting on behalf of key
stakeholders. This is especially true in a multi-organizational system
of ET&D, where governance of ET&D, while important, is not one of
the highest priorities for many stakeholders. Multiple stakeholders
may form explicit or implicit alliances in which they rely on the ser-
vices of an intermediary to protect their mutual interests. In assess-
ing governance capacity, the implementation audit seeks evidence
that such intermediaries have in fact made changes based on input
from the relevant stakeholders.

This audit takes a key stakeholder point of view and assumes that the
various governing and advisory boards in a multi-organizational sys-
tem of ET&D serve, along with accrediting agencies, as intermedi-
aries to further the goals of identifiable stakeholders or system-level
authorities. Given this assumption, the responsiveness of those in-

8a special case of this criterion may be found when a provider or intermediary is a
formal component of the system, rather than a relatively independent vendor or asso-
ciation, and when the key stakeholder in question is a system-level stakeholder. In
such a case, the audit may seek additional evidence that the mission, vision, and goals
of the system component have been developed and updated through a strategic
planning process in which the system-level stakeholder was engaged.
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termediaries to key stakeholder concerns is a critical indicator of
governance capacity.

Evidence relevant to this criterion might include minutes of board
meetings, accrediting agency bylaws, and copies of correspondence
between key stakeholders and the intermediaries of concern. Fur-
ther assessment approaches could look at the composition of boards
and accrediting commissions as well as their staffs and review teams.
How qualified are these individuals to perform their governance
roles? Is there evidence of conflicts of interest or resistance to ap-
propriate stakeholder concerns? Is there a review process for eval-
uating the work of the intermediaries? Do key stakeholders have a
role in the governance of the intermediary, such as having a voice in
the selection of board members? Can members be replaced for
cause? The implementation audit does not require a comprehensive
assessment of governing boards and/or accrediting agencies, but the
evidence obtained in a light review may reveal whether further exam-
ination is warranted.

Criterion 4. There Is Evidence that Key Stakeholders Are
Being Satisfied.

The repeated theme of these criteria is that external governance ex-
ists to serve the goals of stakeholders, including a system-level au-
thority defined as the stakeholder for the system’s overall mission. It
is not necessary for the audit team to identify and measure all of
these goals; governance success can often be measured indirectly by
measuring the satisfaction of stakeholders with their own goal out-
comes. Stakeholder dissatisfaction constitutes strong evidence that
governance is ineffective. On the other hand, stakeholder satisfac-
tion alone does not demonstrate effective governance, but it con-
tributes positive weight to the assessment of effectiveness in con-
junction with other evidence produced by the audit.

Stakeholder satisfaction with goal outcomes is a measure of actual
governance performance; to assess governance capacity, it may be
useful to ask how satisfied stakeholders are with the process of gover-
nance. Satisfaction with outcomes does not by itself show that
stakeholders view governance as contributing causally to those out-
comes; goals may have been achieved in spite of poor governance
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and thus may be at risk. Furthermore, research in consumer behav-
ior shows that the opportunity to voice concerns makes an important
difference in satisfaction with a vendor relationship over time
(Hirschman, 1970). This finding about individuals is echoed for or-
ganizations in transaction cost economics (Williamson, 1996). What
matters most to a stakeholder may not be a single transaction or the
fulfillment of a specific goal, but the maintenance of a long-term re-
lationship in which the stakeholder can count on having a voice in
the governance of future transactions and goals.

Satisfaction measurement is a well-established field of social science
research with broad applications, including marketing, education,
and political science. One of the most important insights of this re-
search is that satisfaction is not strictly a matter of outcomes, but of
correspondence between expectations and outcomes. Thus, while it
may be difficult to measure precise outcomes relative to diverse
goals, it is possible to measure the sense that stakeholders have of
the distance between their expectations and their outcomes. Tech-
niques for such measurement can be found in Zeithaml, Berry, and
Parasuraman (1990), Dutka (1994), Hayes (1998), and other man-
agement and social science literature. The research design may fo-
cus on goal fulfillment and on specific dimensions of the governance
process—such as transparent communication—and investigate the
degree of stakeholder satisfaction with respect to each. This criterion
in effect places the assessment of effectiveness in the hands of the
stakeholders to whom it matters most.

REPORTING AND FOLLOW-UP

The audit is not finished once these assessments have been per-
formed. A number of steps remain. The organizations involved in
the audit need to be informed of preliminary findings and given an
opportunity to respond. Recommendations and overall observations
should be documented and disseminated to appropriate parties.
The audit itself should also be documented for future reference and
reviewed for lessons that will make future such audits more efficient
and effective.
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Responding to Preliminary Findings

The initial results of the audit need to be discussed with the partici-
pants, who should be given a chance to respond with corrections or
clarifications. Auditors’ observations and judgments are fallible, so it
is vital to obtain feedback from those who are more familiar with the
organizational context. This is true of financial audits and compli-
ance audits; it is even more important for performance and capacity
audits, where maintaining a positive relationship among organiza-
tions requires conducting the audit in a cooperative manner.

Generating Recommendations and Conclusions

The audit should generate specific recommendations for action and
general conclusions for better understanding of governance in the
system. The emphasis of these results will depend on the purpose of
the audit. Ideally, the original directive authorizing the audit will
contain a list of objectives to be reached, and the audit report will
address each of these objectives with answers obtained from the au-
dit. The recommendations are likely to be in the form of suggestions
rather than strict instructions. Significant thought should be given to
how the recommended changes can be brought about within the ex-
isting organizational context and constraints.

Aside from the original objectives, unanticipated results might arise
during the course of the audit. Significant opportunities for im-
provement of governance, and significant deficiencies in the practice
of governance, should be noted and communicated to the relevant
authorities for addressing. There may also be insights that lead to
revision of the criteria so that they more appropriately address the
operational issues and information sources found in the field.

Implementation and Evaluation

In a compliance audit, the auditing authority expects the organiza-
tion being audited to make corrective changes on the observed
points of noncompliance; a follow-up correspondence ensures that
these changes are made and noted. In this performance and capac-
ity audit of governance, it might not be necessary for the audit team
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to verify that the recommended changes are adopted. However, the
system-level authority or key stakeholder that initiated the audit will
want to follow up with the organizations involved in the audit,
tracking to what extent the recommendations are adopted. For
maximum advantage, there should be an attempt to measure the ef-
fects of these changes to confirm that the changes made the expected
difference in outcomes.

Reviewing the Audit

Finally, the audit should be reviewed for lessons applicable to future
audits. Auditors may make notes regarding the methods used, ob-
stacles encountered, and issues raised during the course of the audit.
Perhaps most important, feedback from the responding organiza-
tions about the audit experience will help future planners and audi-
tors maintain positive relationships and do a more efficient job of
collecting information.
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the employers seeking to obtain a trained workforce—who could
benefit from reviewing and improving their own governance over the
elements of the system. However, these stakeholders may be limited
by a lack of capacity for governance and/or by a lack of institutional
clarity about the appropriateness of such governance efforts within a
system traditionally perceived as hierarchical. A system-level strate-
gic review of governance can empower key stakeholders to exercise
more effective governance in pursuit of their own goals.

Encourage All Key Stakeholders to Undertake a Structural
Analysis of Governance as Part of Their Own Strategic
Planning Function.

The first half of the strategic governance review, which involves de-
scribing governance arrangements and aligning them with goals,
should become a standard element of strategic planning for key
stakeholders in a multi-organizational system (e.g., the functional
sponsors, or more precisely the offices responsible for ET&D within
the functional sponsors’ organizations), and for system-level inter-
mediaries charged with contributing to the overall mission of the
system (e.g., the Chancellor’s office with respect to DoD ET&D). This
task does not need to be done frequently, but there are likely to be
major benefits from doing it at least once, with occasional revisits as
the system’s circumstances change.

Engage in System-Specific Development and Pilot Testing
before Performing an Implementation Audit of Governance.

The second half of the strategic governance review described in this
report is intended to be suggestive of the kind of audit that could be
done by a key stakeholder. However, it is not a formally tested model
ready for adoption. Before such an audit is undertaken, it is impor-
tant that an audit plan based on the specific circumstances and goals
of the system in question be written. Once such a plan is created, it
should be conducted on a small scale to obtain feedback and opera-
tional experience that can be incorporated into the design of the au-
dit before it is performed on a wide scale.
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Perform Implementation Audits on a Case-by-Case Basis for
Major Subsystems or Key Stakeholders (e.g., Functional
Sponsors) That Have Salient Problems with Responsiveness
and Effectiveness.

Auditing the implementation of governance is likely to be costly,
both to the auditing entity and to the organizations being audited. It
also runs the danger of becoming yet another layer of permanent bu-
reaucracy, increasing the reporting burden of organizations and in-
stitutionalizing an excessively compliance-oriented culture. While
auditing financial practices and operational results is a valuable part
of first-level governance, auditing governance implementation is a
second-level governance task that should not dominate institutional
priorities except in response to perceived shortcomings. When a
major subsystem seems to be unresponsive to key stakeholder con-
cerns, or when a key stakeholder seems to encounter obstacles to
governance rather than responsive cooperation, an implementation
audit may be warranted.

Establish a Center for the Development and Retention of
Governance Knowledge and Evaluation Capacity.

Unlike accounting, governance is not something with a body of
generally accepted principles and a corps of equivalently trained
professionals. Governance tends to be adapted over time to the his-
tory and needs of a specific system and cannot be re-created at will
according to a universal model. Thus, a multi-organizational system
can benefit from having an office that develops and shares gover-
nance concepts and tools with the system’s stakeholders. Such an
office can advocate the strategic review of governance and provide
resources that empower stakeholders to review and improve their
own governance. In the case of DoD, such a function might well be
performed by the Chancellor’s office. However, because of the
negative or threatening implications of governance auditing, we do
not recommend that the Chancellor’s office actually perform the
implementation audit; such a role might dilute its efforts to advocate
quality and productivity among the providers of ET&D. On the other
hand, the Chancellor’s office is well positioned to perform a system-



72 A Strategic Governance Review

level structural analysis of governance and to support functional
sponsors and other system-level stakeholders when and if they
choose to conduct implementation audits.
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