NGO Context and its
Governance

Presented by K M Chan (GAME director)



The NGO Context

 The Third Sector of society
— to further the advancement of our society

— serving huge no. of under-privileged or needy
people

— through promoting civic engagement and a caring
culture

e >23,300 NGOS/N POS (investHk, 2010)
— 8,800 approved charitable status (irp, 2016)
* Public money involved:

— Government subventions >S55 billion
— Public donations >S11 billion
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Features in NGOs of HK

e Varied organizational size - <10 to >8,000 staff

* Mostly providing direct services

 Human service, nonprofit, and value-based nature
* Increasing multi-disciplinary approach

* Gap between public accountability vs funding
constraints

 Changing social needs and external uncertainties
bring frequent changes/adaptations in management
patterns (EPPs, salary reforms)

* Bringing in commercial practices



Challenges to NGO Management

A labour intensive industry

Multiple stakeholders

Resource contraints

Easily affected by external environment
Ethics and values more dominant
Managerialism vs Professionalism
Effectiveness vs Efficiency
Sustainability by differentiation



NGO Boards (HKCSS, 2016)

Board Size

Average number of people currently serving the board
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Sub-Committees of the Board

Common Types of Sub-committee

* Service committee
* Committees of different corporate functions,

such as:
— Human resources committees Talent Demand by
— Fund related committees T\/DE‘S of Sub-committees
— Audit committees
— Fi itt Types of Sub- No of NGOs with the Total No. of Members
INance committees committees Sub-committee
— Investment committees Finance 58 402
— Research committees
. Fund related 51 423
— |IT related committees
HR 49 328
Audit 24 141
IT 14 106
Investment 9 &0

Research 8 58



Profile of Chairpersons

Age Education Level

= 6 . : 34 Postgraduate or above | | - EL

30-59 | 21 University (Bachelor degree) | 24
Tertiary institution {including
40-49 § 8 certificate, associate degree, | b

diploma and higher diploma}

30-39 4 Secondary School or belos | 2

1] 10 20 ELI] 40 o 10 20 30 a0

Employment ” =
PIoy Number of Years Serving the Organization

Retired 15
Business 5 b

Medical 10 More than 10 vears [ 13

Social Service

Religious 6to 10 years [ 16

Accounting

Education 1i0 5 ; 21
osyears | B

|
Lo 2years [N 2
Less than 1 year [N -

Finance and banking
i] 5 10 15 0 a5

=}

Legal
Homemaker
Human Resources Management
Unemployed
Public Relations, Marketing
Architect
Pubilic Administration
Infarmation Technology

Total

(M = 66}
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Board Members’ Recruitment

Major Channels of Recruitment

Through personal network 19 80% 21 7T8% 18 B0% B2%
Being nominated from subcommittess 15 ik 16 | EW 5% 5H6%
Through collaborators 14 B7% 14 |52% 12 60% 59%
Baing nominated by CEO B 43% B [22% 11 55% 38%
Being elected from membership B 2% 9 | 3w 7 W% 2%
Through community partners B 24% 5 [ 19% B 30% 4%
Representing mother organizaion 4 1% 21 T%h 1 5% 10%
Being nominated from volunteers 3 W% 8| 0% B 40% 28%
Representing community or service users 2 10% 3] "% 2 1% 10%
_Representing donors 1 B% 2] ™ 2 1% 9%
Others 3 M% 0] 0% 0 0% 4%
Motes: I
“Others” includes Personal network is the most common (1 = B8)
- Hlected member o channel among NGOs of all sizes, but this
:'Lu:u::::::i::a ':: :'E_E_:"b:‘:'”“ may not be an effective channel for small
NGOs as they have lower brand
AWareness

Desirable Personal Attributes of

New Board Members
.

Commitment to the vision and

o L 20 95% 25 93% 18 90% 93%
mission of the organization
Prafessional knowledge <18 86% 18 67% 13 65% 72% >
| f izati ST

Fnuw E‘IﬂE[‘ of the organization and 0 o o ln EM
its services This echoes
Experi i knowledge of th i

xperience in or knowledge of the 8% B 0% 4 0% 29% with the result
social service sector of landscape
Networks with stakeholder groups 2 10% 7 26% 5 5% 1% study
Experience as board members of regarding the

P 1 5% 1 a%(3 15% )% demandol
other NGOs different
|

Social status 0 0% 2 7% 2J10% 6% oo
Others 0% 1 4% y 5% 6%

Hates: (N=88)

“Others” includes Recruiting board members with

- Diversaty of skills crganization needs; 5 §

Religious belef: prior experience may help build

- Bhected through membership: networks and need lesser

- Recruitment is bazed on the organisation’s policy

facilitation to perform their role



Board Members’ Engagement

Strategies for Engaging Board Members

Develop a clear sense of direction in
the board towards achieving the 20 55% 17 (3% 15 T5% T6%
vision and mission of the organization

Facilitate board members to
understand and perform their role 15 T1% 16 59% 14 il B6%
and responsibility
Establish transparent and fair decision
making processes

17 81% 15 56% 2 A% 59%

Promote team culture in the board 15 1% 11 4{% 9 4585 51%
Demonstrate good chairperson o . g
leadership 13 &% 11 A% 8 A0% Major Types of Channel or Activities for
Give board member public : H
vy 6 2% & 2% 6 30% Engaging Board Members (Cont'd)
Review the training needs of board
members regularly and provide 3 14% 2 7% 1 5%
relevant trainings Organization activities _ 16
Others i 0% 1 4% 0 0%

Notes: A clear sense of direction is an important Causal gatherings for board members _ 9

“Others” includes _ : strategy to engage board members (N:

- Engage in the subcommittees for services rega rdless of sizes. Informal meeting _ 14

enhancement and development :

staff activities _ n
Orientation activities for board members -3
L E
L1}

Others

EL(N=21) EM [(N=27) 5 (M=19)
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(Non-profits/Charities and Public Interest)
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Business Administration vs
Nonprofit Management Environment

_ Business Administration Nonprofit Management

Values Private interest, competition Social justice, equality

Target group Consumers Grassroots, vulnerable
Accountability Single Multiple

Beneficiary Owner, shareholders Public, service users

Source of funds Directly from consumers Indirectly from public & donors
Products Commercial goods or services  Social welfare services
Mandate Consumption power Civil rights

Approach Create dependency Enhance independency

Goal Maximize profits Promote social well-being

17
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(Stakeholders and Accountability)
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What is Corporate Governance?



# The Governance Structure

Governance

Management
S —




The Corporate Governance Framework

Agency <Commun|t>
Mission <~ J _ , )
2y N > Governance
vision <

Profession~ ,
alism Management

-

s




“Governance is the systems and processes concerned
with ensuring the overall direction, effectiveness,

supervision and accountability of an organization.” knowhow
Nonprofit.org

Good governance ensures .

 Compliance with law & regulation
 That an organization is well run & efficient

* That problems are identified early & dealt with
appropriately

* The preservation of reputation & integrity

* That the objects of the organization are advanced &
makes an impact

25
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The Charities Commission, UK — Trustee guidelines CC3
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The Charities Commission, UK — Trustee guidelines CC3
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The Charities Commission, UK — Trustee guidelines CC3

T hR/AGHMEH

KART
SRR SR
- SRR i S 5 - FrEvARE  EET R EERECK
- B AT AR A R - HRENEORHIRHVE SR G AR
- BT H 5 am
- BHFTRER R ~ EH) - PRt A e B R AR AL
- Ry SR RTRE L SR T ey e =

- MERE LRETLMESFHE
- GIFEE AR - TIREE



Major Board Functions swo

* Steering

— Strategic oversight

— Corporate renewal

* Monitoring

— Accountability to stakeholders
— Compliance and audit

Effectiveness

How decisions could best be made — systems in place
Major policy setting/decision-making
Outcome and cost-effectiveness assessment

Crisis intervention
Facilitate resource development

30
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R & 5

Role of the NGO Board in
Corporate Governance

* Link society/stakeholders w’ the organization

— Board as a platform for balancing different
interest

* Check and balance

— The need for role independence
* Matter of ownership

* With more significant meaning for public
than private organizations due to
accountability concerns

38



Board Members

* Agroup of operating
collectively in the interest of the organization
“ ” Board members:

v A team player with independent thinking

v’ Prepare to commit in time and effort

v’ Inspire ethical behaviours in enhance the
organization’s reputation

v’ Take strategic but flexible approach to key
issues

v' Commit to the mission, vision & values of the

organization
39
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Thank you!



