NGO Governance Health Programme

Study Report
November 2022

@) Meeting Efficiency & Effectiveness é;ﬂ The Set-vp

Support Top Tier Execvtive  |F| Tmpact of Board Leadership

Monitor Performance % Ensure fccovntability to Stakeholders

Provide Expertise & hccess The Team Mix
Ensvre Adeauate Financial Resouvrce Shape Mission
~ & \lision

Positive
Culture

Monitor The Design

Involve in Strategic Planning
a8a Board Performance

Foster Tnvolvement & Commitment
5 3& Recruitment

Dversee Risk & Compliance
-~ Delegation &

Succession Planning "'@ Delineation of Authority

p—

Constructive Partnership with Management  Capacity Building

Knowledge Partner:

& ARMEEAEFEP D
CENTRE FOR CIVIL SOCIETY AND GOVERNANCE

FHE AR THEUNIVERSITY OF HONG KONG

Co-organised by:

)
 od
<035 E DH m E goon‘e
EENEEERE "ing gomm O ye™
The Hong Kong Council of Social Service S0y G




NGO Governance Health Programme

Study Report

Research Team

O  The Hong Kong Council of Social Service
Mr. CHOI K.W., Cliff
Ms. HO S.Y., Stella
Ms. WONG L. K., Kiki
Mr. LAM R. A., Ryan

O  Governance and Management Excellence for Good Limited
Ms. FANG M.S., Christine
Dr. YIUT. L., Ivan
Dr. YEUNG L. K.
Dr. AU K.Y., Kit

O  The Centre for Civil Society and Governance, The University of Hong Kong
Prof. LAM W. F., Danny

O  Social Policy Research Limited
Dr. LOT. F.,, Ruby
Ms. CHAN K. Y., Aki

November 2022

Important Notice

The research team does not assume any responsibilities arising from the use and interpretation of the report data by any
parties. We do not accept or assume any liability or duty of care for any other purpose or to any other person to whom
this study report is shown or into whose hands it may come, save where expressly agreed by our prior consent in writing.


http://www.spr.com.hk/

Table of Contents

CHAPTER ONE
INTRODUCTION 1
L1 BACKGIOUN. .....eiiiiiiiie et n e e e n e e e nne e 1
The 2018 PFrOZVAMME ........c.ccoeiiieeiieieiie ettt sttt n e 1
The 2021 PrOZFAMINE ..........ccoveiiiiiiiiieii sttt 2
1.2 Organisation of the Study Report ... 3
CHAPTER TWO 4
CONCEPTUAL FRAMEWORK 4
2.1 NGO Governance GoOd PractiCes .........ccuvuiriiiiiiiiiiiiiiiiiii e 4
Board DesSign & ProCeSSeS...........ccuvuiiiiiiiiiiiiiieiic s 5
BOArd ROLE EXCCUIION ...ttt ettt 6
Board Dynamics & BeRAVIOUF ................cccoooiiiiiiiiiiiii i 9
FFAMEWOFK ...t 11
SCOFING MEINOA ...t s 13
2.2 Bo0ard GOVEINANCE ATCAS .....eeiueiiueieitieiiiesieesieesteessteesteessbeesaeessbeesteesabeesaeeasbeesbeeaseesaeesnbeesseeas 14
Level of Satisfaction and Impact on the Overall Organisational Performance.................. 14
SCOFING MEINOA ...t 14
CHAPTER THREE 15
METHODOLOGY 15
3.1 MEthOOLOZY ....eviiiiiiiiii i 15
TArGEt NGOS ......oviviiiiiiiii i 15
DIESTGN ... s 15
QUESTIONNAITE DESIGN ........ccvviiiiiiiiiiiii e 16
3.2 Enumeration RESUILS.......couiiiiiiiiiiie ettt s ee e 17
3.3 StatiStiCal ANALYSIS....ciiiiiiiiiiieiiiee e 18
34 LIMIEATIONS ...eiteietie sttt ettt et ht et b e et e e h et e e R e b e e e n e be e nne e 19
CHAPTER FOUR 20
PROFILE OF THE PARTICIPATING NGOs 20
4.1 Organisational Information...........cccocviiiiiiiiiiiic 20
Annual Total EXpenditure (HKS$)...........cccooiiiiiiiiiiiiii ettt 20
Legal ESADIISHIMENL ...........ccouiiiiiiiiiiie ettt 21
Organisational FUNCHION ...............ccooiiiiiiiiiiiii e 22
MISSTON SCOPES ...ttt b e b ettt e et e e s nbe e e nnneas 22
FUNAING SOUFCES ... 23
Perceived Life CYCle STAZES ...........ocouiiiiiiiiiiiiiii ittt 24
Significant Issues Experienced in the Last 3 Years ..........c.cccocuuveiiiiiiiiiiiiiiesic i 26

Number of FUull-time SAff........cocouiiiiiiiii ittt 27



4.2  Board Composition and STIUCLUIE .........coivieiiiiiiiiiiie et sire s reeesnee e
Profile of Board MembBers ...............ccccouiiiiiiiiiiiiii i
BOAEA MEEINGS ...t
TEFIS Of BOAVA ...ttt sttt e e nbee s
NUMBET Of COMMUILIEES ...t

CHAPTER FIVE

NGO GOVERNANCE GOOD PRACTICES

5.1 NGO Governance Go0Od PractiCes .........ccuriiiiriiiiiiiiieiisiesi et
B0oard DeSign & PrOCESSES ...........ouciiiiuiiiiiiiieiiee ettt
BOard ROIe EX@CUIION ...........cccueiiiiiiiieei ettt
Board Dynamics & BeRAVIOUT .............ccccoovoiiiieiiiiei e

5.2 Overview of Adoption of Good Practices and Perceived Relevance ...........cccccccevieiiinneee
Go0d Practices AAOPIed...............cccoiioiiiiiiiiiiiii it
Agreement on Perceived RelEVANCE ...............ccooiiiiiiiiiiiiiiiese e
Differences between Perceived Relevance and Adoption of Good Practices .....................

5.3 Analysis of Adoption of GOOd PractiCes ..........ccviverieiiiiieiieiisic e
ANGLYSIS BY ASPECES ..ot
Analysis by Annual Total EXPENditure.............c..coouoiiiiiiiiiiiieii et

CHAPTER SIX

BOARD GOVERNANCE AREAS

6.1  B0ard GOVEINANCE ATEAS .......eeivierieiiiiesiieeitie st etee sttt e et eesie e sbe e ssr e e sbe e s neesseeenneesreeennee e

6.2 Level of Satisfaction on the Board GOvernance Areas...........ccocuveieerieeiieeniieenie e

6.3 Perceived Impact on the Overall Organisational Performance..............cccocovviniinicninnnnnnne

6.4 Difference between Satisfaction Level and Perceived Impact on the Overall

Organisational Performance ...........ccoccovvviiiiiiiiiiiii e

CHAPTER SEVEN

NGO GOVERNANCE HEALTH INDEX

7.1  Construction of NGO Governance Health IndeX ............cccooiiiiiiiii

7.2 Average Scores of NGO Governance Health Index ..o

7.3 Average Scores of the Level of Satisfaction on the Board Governance Areas......................
Analysis by Annual Total Expenditure 0f NGOS .........ccccccooiioiiiiiiiiiiiiiciieeiec e

7.4  Analysis of NGO Governance Health Index and Level of Satisfaction on the Board

GOVEINANCE ATCAS ...eeiiiieeieiiiiiie e e ettt e e e sttt e ettt e e sttt e e e st e e e e e e asb b e e e e e anber e e e ssbr e e e e annbeeeeennbnneeenas



CHAPTER EIGHT 81

OBSERVATIONS AND RECOMMENDATIONS 81
8.1  DImensional ODSEIVATIONS. .......cuuiiuiiiiiiiieitie ittt ettt sb et esbeesbe e ae e be e sbeesbeeennee e 81
B0oard DeSign & PrOCESSES ..........couciiiiuiiiiiiiiiaiieit ettt 81
BOard ROIe EX@CULION ...........cccuiiieiiiiieei et 82
Board Dynamics & BeRAVIOUF ................ccccouuiiiiiiiiiiiieiee s 83
8.2 OVErall ODSEIVALIONS .....cuvieiiiiiiesiie ettt ettt sb e e e sr e e e e e nneesnneesneeenne e 85
Perceived Good Governance and Satisfaction with Performance ..............ccccoovuviiueninnns 85
Larger NGOs Exhibited Better Health Governance Structure and Functions & Smaller
NGOs Excelled in ENGAZEMENL ..............ccocuuiiiiiiiiiiiiiie it 86
The Perceived Strengths in Board GOVEINANCE. ..............ccccuviiviiiiiiiiiene i 87
The Perceived Weaknesses in Board GOVErNANCe...............ccccuvviiiiiiiiiiiniiiin e ssiiee e 89
Execution Gaps in Governance Health ..............ccccccccouiiiiiiiiiiiiiiiiie e 90
8.3 ReCOMMENAALIONS ....eoviiiiiieiiieiie sttt et b e e e b e e e e nne e e reesreeene e 91

Annex 1 List of Good Practices on Governance Health ..........coovviviiiiiiiiii e 93
ANNEX 2 BOArd GOVEIMIANCE ATCAS ...vvvvvvreeiieeieteeetitee s e e e eeseeesst e ssseeesetes st s s seeetetessts s reeeeeseessssnrs 98
ANNEX 3 GlOSSATY ..ttt 99

ANNEX 4 RETCTEINCES . evvnie ettt ettt e e e e e e e et e e e et e e e e n e e e e eeeeenes 100



List of Charts, Tables and Figures

CHAPTER TWO ... 4
CONCEPTUAL FRAMEWORK <
Table 2.1.1 NGO Governance GOOd PrACIICES ............ccccooouiiieiiiiiiiie e 12
CHAPTER THREE 15
METHODOLOGY 15
Table 3.2.1 ENUMETALION FESUILS .........cccouiiiiiiii ettt ettt ettt 17
CHAPTER FOUR 20
PROFILE OF THE PARTICIPATING NGOS 20
Chart 4.1.1 Annual total expenditure (HKS$) .......c.cccooiiiiiiiiiiiiieiiie e 21
Table 4.1.2 Legal registration and years of legal establisShment ...............c.ccccocevveiiieniiiinninnnne. 21
Table 4.1.3 OrganiSAtioNal fUNCHION .............cccuiiiiiiiiiii et 22
Table 4. 1.4 MISSIOTN SCOPES......cuueiueeieieiiee sttt ettt ettt ettt nbe e e e bt nnneenns 23
Table 4.1.5 Funding sources in median Percentage...............ccuvuuuueiieeiieesienieeseesieesee e e 24
Table 4.1.6 Perceived life CYCle STAZE .............cuiuiiiiiiiiiiiiieieece e 25
Table 4.1.7 Significant issues experienced in the 1ast 3 Years ..........ccccuuvuveiviiivcsiiiesieiiee e 26
Table 4.1.8 Number of full-time StAff ...........cccoooviiiiiiiiiiiiii 27
Table 4.2.1 Profile of board MEmMbBETsS .............ccccoueiiuiiiiiiiiiiiieie et s 28
Table 4.2.2 Presence of stakeholders on board and skill sets of board members ...............c........... 29
Table 4.2.3 BOATA MEELINGS .........cceeieeeiieiii et 30
Table 4.2.4 Number of years per term and maximum number of consecutive terms served........... 31
Table 4.2.5 NUmber Of COMMILIEES ............c.ccoiiiuiiiiiiiiiiiiet e 32
CHAPTER FIVE 33
NGO GOVERNANCE GOOD PRACTICES 33
Chart 5.1.1 Perceived relevance and adoption of good practices of the board composition ......... 34
Chart 5.1.2 Perceived relevance and adoption of good practices of the board structure .............. 35
Chart 5.1.3 Perceived relevance and adoption of good practices of the board processes ............. 36

Table 5.1.4 Adoption of good practices (% of always and often) of the board design & processes
analysed by annual total eXpenditure ...............cc.cccoceiiiiiiiiiiiiiii e 37

Chart 5.1.5 Perceived relevance and adoption of good practices of steering mission & direction 39

Chart 5.1.6 Perceived relevance and adoption of good practices of ensuring executive
1eAAETSNID & FESOUFCE ...t 41

Chart 5.1.7 Perceived relevance and adoption of good practices of monitoring organisational
FISK & POFFOTIANCE. ... 43

Table 5.1.8 Adoption of good practices (% of always and often) of the board role execution
analysed by annual total eXpenditure ...............ccccccooeviiiiiiiiiiiii e 44



Chart 5.1.9 Perceived relevance and adoption of good practices of the board development ........ 47
Chart 5.1.10 Perceived relevance and adoption of good practices of the board engagement ....... 49

Chart 5.1.11 Perceived relevance and adoption of good practices of the board leadership .......... 51
Table 5.1.12 Adoption of good practices (% of always and often) of the board dynamics and

behaviour analysed by annual total expenditure .................ccocevvviiiiiiiiiiie i 52
Table 5.2.1 The 10 most frequently adopted good practices (% of always and often) ................... 55
Table 5.2.2 The 10 least frequently adopted good practices (% of seldom and never) .................. 57
Table 5.2.3 The 10 highest level of agreement on perceived relevance (% of strongly agree and

e Feq T TP PP 58
Table 5.2.4 The 10 lowest level of agreement on perceived relevance (% of strongly agree and

2T ) PP TP P TOUPPP 60
Table 5.2.5 Differences between perceived relevance and adoption of good practices.................. 62
Table 5.2.6 Perceived relevance and adoption of good practices of the board dynamics and

behaviour analysed by annual total expenditure.................ccccoooeiiiiiiiiiiiiicnieiieese e 63
Chart 5.3.1 Adoption of good practices analysed DY ASPECLS ............cccuceeiveiiiiiiiiniiieiie e 65
Table 5.3.2 Adoption of good practices analysed by annual total expenditure .................ccc.ccoc..... 67
CHAPTER SIX 68
BOARD GOVERNANCE AREAS 68
Table 6.1.1 Descriptions of 11 board gOVernance Areas.................cccceuoveiviinieeiieiieesiesie e 68
Table 6.2.1 Level of satisfaction (% of very satisfied and satisfied) on the board governance

areas analysed by annual total expenditure ...............cccccocveiiiiiiiiiiiiiii e 69
Table 6.3.1 Perceived impact on the overall organisational performance (% of very high and

high) on the board governance areas analysed by annual total expenditure........................ 70
Chart 6.4.1 Level of satisfaction (% of very satisfied and satisfied) and perceived impact (% of

very high and high) on the overall organisational performance.................c.cccocevviiviiincnnnn, 71
Table 6.4.2 Differences between satisfaction level and perceived impact on the overall

OrganiSAtiONAL PETFOTMANICE ..........c..ccouirieiiiiiii e 72
CHAPTER SEVEN 73
NGO GOVERNANCE HEALTH INDEX 73
Chart 7.2.1 NGO Governance Health INAex ................ccccoovviiiiiiiiiiiiiiii e 74
Chart 7.2.2 NGO Governance Health Index analysed by aspects ...........ccccccuvinveiiienicniicninnne. 75
Table 7.2.3 NGO Governance Health Index analysed by annual total expenditure....................... 77
Table 7.3.1 Average scores of the level of satisfaction on the board governance areas analysed

by annual total eXPenditUure ................ccccccuoiiiiiiieiiii i 78
Table 7.4.1 NGO Governance Health Index analysed by level of satisfaction on board

GOVEITIANCE QAFOAS ......vvvve ittt et s s e e s b e e e s ab b e e e ar e 79
CHAPTER EIGHT 81
OBSERVATIONS AND RECOMMENDATIONS 81

Table 8.2.1 Differences between perceived relevance and adoption of good practices.................. 90



Introduction

Chapter One

1.1 Background

111

1.1.2

Non-governmental organisations (NGOs) play an important role in promoting the social
development in Hong Kong. Ensuring good board governance means safeguarding against
risks, better monitoring and assurance of performance to deliver their missions effectively
and efficiently. On the contrary, without proper governance, NGOs may drift from the
organisations’ missions, lose orientation and accountability to those they serve and those
that support them.

NGOs are mainly stewarded by their governing bodies, which may be called the Council,
Board or Executive Committee, etc. NGO board members have contributed their time,
knowledge and experience on a voluntary basis. The governing boards of organisations
assume an extremely important role in driving the development of not just respective
organisations, but also the civil society sector at large. Governance is increasingly in the
spotlight in Hong Kong’s NGOs. Regarding the oversight of NGOs, stakeholders and the
general public are demanding more transparency, accountability and service quality. At the
organisational level, the board is responsible for ensuring that good governance is in place.

The 2018 Programme

113

In 2018, The Hong Kong Council of Social Service (HKCSS) has received support from
funders to partner with the Excellence in Capacity-building on Entrepreneurship and
Leadership for the Third-sector (EXCEL3) at The University of Hong Kong (HKU) as well
as Governance and Management Excellence (GAME) for Public Benefit to develop a
self-assessment tool for measuring governance health of NGOs and to apply the tool to
collect data for a landscape survey and analysis. In the NGO Governance Health Programme
(the 2018 Programme), a Board Governance Health Study (the 2018 Study)! was conducted
to study the governance health of NGOs in Hong Kong’s social service sector. Group
debriefing sessions tailor-made for NGOs of different sizes were organised to disseminate
the findings of the 2018 Study. In-depth briefings by professional consultants were offered

! The Hong Kong Council of Social Service, The University of Hong Kong & Governance and Management
Excellence for Public Benefit (2019). Hong Kong NGO Governance Health Survey 2018 — Landscape

Report.

Retrieved from HKCSS NGO Governance Platform Project website:

https://governance.hkcss.ore.hk/node/362
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to selected NGOs with a view to facilitating their boards to better understand the governance
health of their organisations, and to identify areas in which possible improvement could be
made.

The 2021 Programme

114 Upon the success and positive feedback of the 2018 Programme, there is a need to continue

the momentum to further promote the actionable governance health framework and the
self-assessment tool developed for understanding and enhancing the capacities of NGOs for
effective board governance and fostering the culture of regular review of NGO boards’
performance.

115 In 2021, HKCSS has partnered with Governance and Management Excellence (GAME) for
Good Limited and the Centre for Civil Society and Governance, the University of Hong
Kong (the Centre of HKU) to launch the 2021 Programme. The 2021 Programme consists of
two main components: Board Governance Health Study (the 2021 Study) and Board
Governance Health Enhancement Series.

118 The five key objectives of the 2021 Programme are as follows:

To refine the NGO
governance health check tool
developed earlier

To capture knowledge on
NGO board governance from
the health check exercise

To develop practice knowledge and
recommendations with a view to addressing
the “low-scoring” governance health

aspects among the sector identified in the °
2018 Programme

L7 The 2021 Study aims to offer a self-assessment tool for local NGOs to measure their board
governance health, and to examine the strengths and areas for improvement in governance
practices. It also provides comprehensive data analysis for the reference of the sector. Social
Policy Research Limited (SPR) is commissioned to carry out the 2021 Study with the online
platform provided by the Centre of HKU.


http://www.spr.com.hk/
http://www.spr.com.hk/

1.2 Organisation of the Study Report

121 This report summarises the responses and views collected through the 2021 Study, and
proposes a list for good practices of NGO Governance in the following chapters:

Chapter 1  Introduction
provides background and objectives of the 2021 Study

Chapter 2  Conceptual Framework
demonstrates the conceptual framework of the NGO governance
assessment tool

2l

Chapter 3  Methodology
presents the methodology and enumeration results

HU"iIQ:

% Chapter 4  Profile of the Participating NGOs
4 illustrates the profile and demographics of the participating NGOs
l Chapter 5 NGO Governance Good Practices
i summarises the adoption and perceived relevance of NGO
governance good practices
o= Chapter 6 Board Governance Areas
X 8 summarises the level of satisfaction and perceived impact on the
overall organisation performance
o Chapter 7 NGO Governance Health Index
e constructs the NGO Governance Health Index and presents the

averages Scores

Chapter 8 Observations and Recommendations
provides observations and recommendations

s



Conceptual Framework

Chapter Two

Based on the results of the 2018 Study, the NGO governance assessment tool that addresses the
situation of local NGOs was refined for better understanding and fostering the culture of regular
review of NGO boards’ performance. The assessment tool comprises two major components: (1) the
NGO Governance Good Practices which gauges the degrees to which different good practices are
adopted and perceived to be of relevance to the organisations; and (2) 11 areas of NGO governance
for which the participating NGOs’ levels of satisfaction and perceived impact on the overall
organisational performance are gauged.

2.1 NGO Governance Good Practices

Z11 - NGOs in Hong Kong are governed and steered by governing bodies such as Councils,

Boards or Executive Committees (hereafter “the board”). Board members work together to
apply their knowledge, expertise and experience to lead and oversee the work of NGOs. As
their governing role is embedded in relevant laws and regulations, they are legally
accountable. To manage the day-to-day operation of the NGOs, the board appoints an
executive director (hereafter “the agency head”).

212 Good governance with a healthy and performing board is a key to the sustainability and

growth of NGOs. After reviewing the international references?> on NGO governance
practices, a conceptual framework of NGO governance health is constructed to suit local
context for setting institutional design and environment that the board is facing, the capacity
to deliver core responsibilities of governance, and the dynamics of interaction that can be
enablers or barriers to healthy board functioning. Governance health encompasses the
attributes, qualities and actions that help sustain governance performance over time.

2 Adapted from Nonprofit Governance Index, BoardSource, 2012; Survey on Board of Directors of
Nonprofit Organizations, Stanford Graduate of Business, BoardSource and Guidestar, 2015; The
Governance Wheel - A tool to measure and support change in your governance and leadership, National
Council for Voluntary Organizations, 2015; Leading with Intent: A National Index of Nonprofit Board
Practices, BoardSource, 2017; The Dynamic Board: Lessons from High-Performing Nonprofits, McKinsey
& Company; Charity Governance Code, Charity Governance Code Steering Group, 2017; Survey on
Board-level Recruitment and Retention Strategies among NGOs in Hong Kong, HKCSS and EXCEL3, 2016;
Guide to Corporate Governance for Subvented Organizations, Efficiency Unit, 2015; Self-Assessment of
Nonprofit Governing Boards Questionnaire, Board Source, 1999.

4



213

NGO governance health is measured by assessing the way the board of an organisation is
“built”, the manners in which the board performs its vital functions, and the quality of
interaction and behaviour in the board’s operation. Three main dimensions - namely “Board
Design & Processes”, “Board Role Execution” and “Board Dynamics & Behaviour” - are
constructed, which are illustrated in the following three diagrams.

Board Design & Processes

214

2.15

The set up or “built” of a board defines the attributes and functioning mechanisms as
reflected in board composition, structure and processes. Does an NGO have an appropriate
board structure and composition which enables it to exercise its governance roles and
responsibilities effectively? How are boards composed and organised as a collective body?
Does the board structure meet the needs of the NGO?

In the dimension of board design and processes, three elements and five aspects with 12
good practices are constructed.

Contextual Dimension [ Board Composition
E

Q
. -y

ey Board Structure ey 3 Board Processes
AdA r

Board Composition

2.16

217

It refers to the setting of the stage for board work - who and how many people are allowed
on stage? What are the talents and expertise that governing the organisation requires? The
four proposed good practices of board composition include “board reviews and agrees on
the board size”, “board members term limits effectively balance the need for new members /
skills and the retention of experienced directors”, “board has a systematic process for
identifying the governance leadership quality and board skills to lead your organisation” and
“board members bring a range of perspectives to ensure that key stakeholders' interests can
be reflected in the governance”.

In this element of board composition, the two aspects are and



Board Structure

2.18

2.19

Regarding board structure, it is about how the organisation defines and organises the people
on board? How it sets the structure of authority and decision-making processes? The four
proposed good practices include “current committee is structured to reflect the needs or
priorities of your organisation”, “board reviews timely the committee structure to enhance
governance control and functions”, “the terms of reference of committees clearly define
their authority, roles and responsibilities, reporting and accountability requirements” and
“board uses a mix of ad-hoc, advisory and standing committees to exercise different
governance functions”. A caveat is warranted that no unique board structure fits all NGOs.

In this element of board structure, the two aspects are and

Board Processes

2.1.10

2111

It is the clockwork mechanics of how the board works to deliver its directives — how
meetings are prepared and processed. Regarding board processes, the four proposed good
practices include “calendar of board / committee meetings / non-meeting activities is set and
distributed for the year to allow board members to schedule and commit their participation”,
“board / committee(s) receive(s) agenda and quality information well in advance of
meetings to encourage members to prepare for deliberations”, “board meeting has
meaningful discussions on strategic issues in addition to operational matters” and “board
follows up on the implementation of its decisions”.

In this element of board processes, the aspect is

Board Role Execution

2.1.12

2.1.13

The capacity of the board to deliver its vital functions or core governance responsibilities
constitutes an essential dimension of governance health. Adopting the McKinsey & Co
analytical framework, key governance roles are grouped under three elements in this
dimension: to steer mission and direction, to ensure executive leadership and resource, and
to monitor organisational risk and performance.

In the dimension of board role execution, three elements and eight aspects with 23 good
practices are constructed.
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Steer Mission & Direction

2.1.14

2.1.15

2.1.16

2.1.17

The board uses a mission statement to remind members of the reasons why the organisation
exists. The mission helps the board stay focused on the goals of the organisation. The vision
stipulates the development direction of the organisation and points to possible ways forward.

To shape mission and vision, the three proposed good practices are “all board members
share a common understanding of your organisation's mission”, “all major policy and
strategy discussions are in line with your organisation’s mission and vision” and “board
undertakes to update your organisation’s mission and vision as necessary”.

The board is involved and guides strategic planning to deliver the mission of the
organisation, the three proposed good practices are “board works with management to
design and participate in strategic planning process”, “board works with management to
review strategic plan to ensure that programme / service goals are tightly linked to your
organisation's mission and vision” and “board translates strategic plan into oversight
responsibilities for the board / committee(s) to follow through”.

In this element of steering mission and direction, the two aspects are Shape Mission &
Vision (57 & /%77 K /E+) and Involve in Strategic Planning (22447505 #7Z1).

Ensure Executive Leadership & Resource

2.1.18

2.1.19

To ensure the organisation delivers its mission, the board has the responsibility to ensure
effective executive leadership, to secure sufficient resource required for operating the
organisation and to provide expertise and access.

The board hires and oversees the performance of the top-tier executive, hence support to the
top-tier executive is a key role of the Board. The three proposed good practices are “board
provides development opportunities for top-tier management according to their identified
strengths and weaknesses”, “documented evaluation on top-tier management performance is

7



done at least annually against pre-defined criteria and process (e.g. a self-assessment,
written feedback or development plan)” and “board has preparedness and planning of
succession for top-tier management”.

2120 To ensure adequate financial resource, the three proposed good practices are “board

supports management in preparing / reviewing multi-year financial plan that results in robust
discussion of resource allocation, funding plans and investment objectives in context of
strategic goals”, “board works with the management to review financial statements regularly”
and “board members financially support or fundraise for your organisation”.

2121 To provide expertise and access, the two proposed good practices are “board proactively
provides expertise, external access or influence needed to accomplish organisational goals”
and “board members act as effective representatives or ambassadors for your organisation”.

2122 n this element of ensuring executive leadership and resource, the three aspects are Support
Top Tier Executive (72435 £ F2/=), Ensure Adequate Financial Resource (#Z/RA1E &

JE 7 /F) and Provide Expertise & Access (FEHLEF T4l R 2 4E545).
Monitor Organisational Risk & Performance

2123 The third key function of the board is to monitor the performance of the organisation,
identify sources of risk, estimates potential risk exposure, and ensure accountability to the
organisation’s stakeholders.

2124 To oversee risk and compliance, the four proposed good practices are “board works with
management to ensure timely and independent financial audit”, “policies on managing
conflict of interest of Board / committee members are enforced”, “board understands
regulatory and funding requirements to safeguard operation compliance” and ensuring that
the organisation has an effective risk monitoring mechanism in that the “board reviews risk
assessments compiled by management that acknowledges potential risks and approves
mitigation plans”.

2125 To ensure accountability to stakeholders, the two proposed good practices are “board
identifies key stakeholders and ensures that performance results are communicated
effectively to the stakeholders” and “board ensures that stakeholder perspectives and
feedbacks are used to inform strategy and resource allocation”.

2126 To monitor performance, the three proposed good practices are “board works with
management to set performance targets with reference to peer organisations”, “board knows
the strengths and weaknesses of major programmes” and “board monitors and uses the
performance results to inform decisions on strategic planning, resources allocation, and
evaluation of the top-tier management”.

2121 n this element of monitoring organisational risk and performance, the three aspects are
Oversee Risk & Compliance (£7& /# /e & 5 44), Ensure Accountability to Stakeholders (7%

REEZIF 2 &) and Monitor Performance (£2257674).



Board Dynamics & Behaviour

2.1.28

2.1.29

People’s behaviour and the dynamics of their interaction constitute the governance culture,
which critically affects the functioning of the board. Board members’ engagement or having
a sense of ownership, board development practices from recruiting, learning and growing to
work and lead as a group to succession planning, board-management relationship, and
leadership style and abilities are key factors influencing board performance. The board is the
highest decision-making body of the non-profit organisation. A healthy and effective board
should be able to grow with the organisation and be reflective of its accountability to the
public and its key stakeholders to lead with impact.

In the dimension of board dynamics and behaviour, three elements and eight aspects with 22
good practices are identified.
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t Board Engagement
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BOARD DYNAMICS & BEHAVIOUR

Board Development

2.1.30

2131

2.1.32

Good-hearted and mission-driven individuals need to be groomed to work with one another
as an effective team. Board development involves identifying and cultivating board talents
and, perhaps more importantly, putting in place conscious efforts and procedures to
encourage and develop capacities in board members so that they can perform their roles and
duties in a most effective manner.

The two proposed good practices of board recruitment are “board has formal processes to
recruit and nominate members with clear evaluative criteria” and “board proactively seeks
for and provides opportunities to potential recruits to familiarise with your organisation”.

For capacity building, the two proposed good practices are “there is orientation for all new
board members to understand the organisation programmes, finances, governance
responsibilities and introduction to their board colleagues” and “continuous and collective
learning opportunities are provided to board members”.



2.1.33

2.1.34

For succession planning, the two proposed good practices are ‘“succession planning is
discussed and processes are in place to recruit and develop potential board leaders” and
“potential board leaders are given committee assignments to gain experience and
opportunity to lead”.

In this element of board development, the three aspects are :
and

Board Engagement

2.1.35

2.1.36

2.1.37

2.1.38

An engaged board is vital to the growth and sustainability of the organisation. The reasons
of joining a board vary across board members, but all board members should be united by
their belief in the mission and vision of the organisation. The board experience has to be
satisfying, engaging and bring growth for members to contribute effectively and
continuously. The culture and characteristics of board interaction can help or hinder the
board’s ability to carry out its work.

To create a positive culture, the four proposed good practices are “a culture of trust,
commitment, openness and transparency exists among board members”, “board is not
dominated by a few individuals. Members work as a team, taking collective responsibility
for failures and successes”, “board members spend time together outside board meetings
(e.g. a “retreat day” or an “away-day”) to know each other and enhance bonding” and
“board is able to resolve differences, build consensus and reach compromise in a positive
way”.

To foster involvement and commitment, the four proposed good practices are “there are
conscious engagement efforts to enhance individual board members' understanding and
participation (e.g. assigning buddies / mentors to new members, formal training, Board
Chair's proactive communication on expectations to members)”, “board members devote
sufficient time to carry out their duties effectively, including meeting preparation and sitting
on board committees”, “board members see the connection between what they do and the
positive impact on the beneficiaries” and ‘“board members' contributions to your
organisation are appreciated”.

In this element of board engagement, the two aspects are and

Board Leadership

2.1.39

2.1.40

Healthy board leadership is grounded upon a shared and mutually supportive partnership
with the management. It requires that board members be able to work as an effective team to
provide insight and judgement, to be reflective of the board’s performance, and to be
accountable to the public and various stakeholders.

Regarding constructive partnerships with management, the three proposed good practices
are “board and management have a shared understanding of their different roles and

10



2.1.41

2.1.42

2.1.43

responsibilities in governing and managing Yyour organisation respectively”,
“board-management maintains a trustful relationship and constructive partnership” and
“board gives the top-tier management enough authority and responsibility to lead the staff
and manage your organisation and is conscious to avoid micro-management”.

The board needs to monitor and be conscious of the need to improve its own performance.
The two proposed good practices are “board conducts periodical assessment to evaluate and
find ways to improve its governance performance” and “board regularly assesses and gives
feedback to all members to enhance their participation and contribution”.

To develop the impact of board leadership, the three proposed good practices are “current
Board leaders have the necessary skills, enthusiasm, energy and time to provide leadership
to the Board”, “board leaders often reach out and are approachable to key stakeholders
(including staff, service users and funders)” and “board leadership strengthens the
performance of your organisation”.

In this element of board leadership, the three aspects are Constructive Partnership with
Management (L& 2 e # 7 A &7 [ HTEEFE17), Monitor Board Performance (£5£°&#
=722 and Impact of Board Leadership ($722 77/ 5%

Framework

2.1.44

A framework which comprises three dimensions and nine elements of NGO Governance
Health is shown in the diagram below:

Contextual Dimension (IER ) e ! Functional Dimension (FI8E4E)

: FEa T |
e il BOARD ROLE EXECUTION
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8
o
[ ¥ ]

. Board Leadershlp '

O3 Board Structure E" sEEEEN 'y  Board Processes

L AdA SReE - ' & sEEEFEF
s ---"  Interactive Dimension (EE}]*&F)

BOARD DYNAMICS & BEHAVIOUR

ESEREERITA
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2.1.45

The three dimensions are further divided into nine elements and 21 aspects, with a total of

57 good practices conducive to NGO governance health. A full list is shown in Annex 1. The
details are shown in the table below:

Table 2.1.1 NGO Governance Good Practices

3 Dimensions

Contextual Dimension

)

Board Design &
Processes

Functional Dimension

Uy

Board Role Execution

Interactive Dimension

(111)

Board Dynamics &
Behaviour

1. Board Composition

4. Steer Mission &
Direction

7. Board Development

5. Ensure Executive

9 Elements 2. Board Structure Leadership & Resource 8. Board Engagement
6. Monitor Organisational .
3. Board Processes Risk & Performance 9. Board Leadership
1.1 The Set-up (2) 4.1 Shape Mission & Vision | 7.1 Recruitment (2)
1.2 The Team Mix (2) 3) 7.2 Capacity Building (2)
4.2 Involve in Strategic 7.3 Succession Planning (2)
Planning (3)
21 Aspects

() = number of
good practices
in the aspect
concerned

57 good
practices in
total

2.1 The Design (2)

2.2 Delegation &
Delineation of
Authority (2)

5.1 Support Top Tier
Executive (3)

5.2 Ensure Adequate
Financial Resource (3)

5.3 Provide Expertise &
Access (2)

8.1 Positive Culture (4)
8.2 Foster Involvement and
Commitment (4)

3.1 Meeting Efficiency
& Effectiveness (4)

6.1 Oversee Risk &
Compliance (4)

6.2 Ensure Accountability to
Stakeholders (2)

6.3 Monitor Performance (3)

9.1 Constructive Partnership
with Management (3)

9.2 Monitor Board
Performance (2)

9.3 Impact of Board
Leadership (3)
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Scoring Method

2146 Board members of the participating NGOs were asked to rate the degrees to which particular
good practices are adopted in their organisations in a 5-point Likert scale, with “1”
representing “never” and “5” representing “always”, or the level of agreement on whether a
positive health status is reflected in their organisations, with “1” representing “strongly
disagree” and “5” representing “strongly agree”.

Never . Always
Seldom Sometimes Often
(Strongly : (Strongly
Disagree) (Disagree) (Neutral) (Agree) Agree)

2147 Further, the board members were asked to report the perceived relevance of particular good
practices to their organisations in a 5-point Likert scale, with “1” representing “strongly
disagree” and “5” representing “strongly agree”.

Strongly -
Disagree Disagree Neutral “
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2.2 Board Governance Areas

Level of Satisfaction and Impact on the Overall Organisational
Performance

221 To gauge the NGOs’ overall perception of their own governance health and performance, 11

areas of board governance are listed for the NGOs to indicate their levels of satisfaction and
their views on the impact on the overall organisational performance in these areas.

Commitment to Mission and Vision

Direction and Leadership

Providing Adequate Financial Resources and Oversight

Ensuring Integrity, Ethics and Legal Compliance

Monitoring Risks and Organisational Performance

Supportive and Constructive Relationship between Board and Management
Stakeholder Representation and Accountability

Disclosure and Transparency to the Public

Community Relations and Outreach Efforts

O O 0O 0O O 0O O O O o©°

Board Effectiveness

O Learning and Continuous Improvement

222 Afull list with the detailed descriptions is shown in Annex 2.

Scoring Method

223 A self-assessment method was adopted. The board members were asked to indicate their
levels of satisfaction in a 5-point Likert Scale, with “1” representing “very unsatisfied” and
“5” representing “very satisfied”.

\Very o

224 Further, the board members were asked to indicate the perceived impact on the overall
organisational performance in a 5-point Likert Scale, with “1” representing “very low” and
“5” representing “very high”.

\ery Low Low Moderate -
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Methodology
Chapter Three

3.1 Methodology

Target NGOs
311 The target NGOs of the 2021 Study are:

(i)  Any charitable institutions or trusts of a public character, which are exempt from tax
under section 88 of the Inland Revenue Ordinance; and

(i) with governing bodies such as a Council, a Board or an Executive Committee.

Design

312 For each NGO which had agreed to participate in the 2021 Study, the agency head and three
board members - including the board chairperson, one board officer bearer and one board
member who had served on the board for more than one year - were invited to fill in the
assessment tool. The agency head provided the information about the NGO in Form A and
his/her views on the board practices in Form B; and the three board members provided their
views in Form B.

Positions Participation in the Assessment
Agency Head 1 (Form A & B)
Board Chairperson 1 (Form B)
Board Officer Bearer 1 (Form B)
Board Member 1 Board Member who had served on the board for more than 1 year
(Form B)

813 A pilot study was conducted to fine-tune the assessment tool (Form A and Form B) as well
as the operation of the 2021 Study.

15



3.14

On 18 August 2021, a briefing session was conducted to explain to NGOs the design and
procedures of the 2021 Study. Invitations were sent to the NGOs in August 2021. From
September to November 2021, after collecting the board members’ information, invitations
were also sent to agency heads and board members separately via an online platform.
Responses of the assessment were received during the period from October 2021 to
February 2022.

Sep to Nov 2021

@3) B | = NGO enrollment and providing

information of board members

» Invitations to agency head and
board members

Aug 2021

« Briefing
o NGO invitations

collection

« Complete data ‘

Feb 2022

v
Dec 2021 to Jan 2022

« Invitations to agency head and
board members
¢ Submission of the assessment

Questionnaire Design

3.15

Based on the constructed conceptual framework, two questionnaires - namely Form A and
Form B - are designed. Form A consists of 23 questions concerning organisational
information, board composition and structure. The information in Form A is provided by
agency heads. Form B consists of 68 questions gauging the degrees to which particular good
practices are adopted, the perceived relevance of the practices to the organisations, the levels
of satisfaction of governance health aspects and impact on the organisational performance.
The information in Form B is provided by agency heads and board members.

Form A Form B
23 questions O 68 questions
Organisational information (year of O  Degree of adoption of the good practices
establishment, functions, missions, and the relevance of the practices to the
number of staff, annual total expenditure, organisations

funding sources, etc. . .
& ) O  Level of satisfaction of governance

Board composition and structure (number health aspects and their impact on
and profiles of board members, number organisational performance

dt f board tings, etc.
and types of board meetings, etc.) O  Completed by Agency Head and board

Completed by Agency Head members
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3.2 Enumeration Results

321 The 2021 Study was conducted in the period from August 2021 to February 2022. In the
recruitment stage, a total of 59 reply slips from eligible NGOs were received. Of these 59
eligible NGOs, 51 provided information on their board members. After recruitment and
confirmation from these NGOs, 258 questionnaire invitations were sent to their agency
heads and board members separately via an online platform. A total of 50 NGOs participated
in the 2021 Study; from which a total of 215 valid completed assessments were received.
The completion rate was 83.3%.

Table 3.2.1 Enumeration results

No. of Assessments

Stages No. of NGOs (Completion rate)

(I) Recruitment

Received reply slip from NGOs 61
Eligible NGOs 59 -
Ineligible NGOs 2
(II) Confirmation
Sent confirmations 59
Received confirmations 51 -
Withdrew 8 -

(ITT) Questionnaire Invitation 51 258
Agency Head 51
Board Chairperson* 48
Board Member 159

(IV) Questionnaire Submission 50 (98.0%) 215 (83.3%)
Agency Head 50 (98.0%)
Board Chairperson 45 (93.8%
Board Member 120 (75.5%)

17



3.3

331

332

333

334

335

Statistical Analysis

Descriptive statistics were generated to summarise findings of the 2021 Study, covering the
following:

O  The profiles of the 50 participating NGOs, in terms of the mean, median and
percentages;

O The 50 participating NGOs’ views on the degrees of adoption and perceived relevance
of good practices to their organisations, in terms of the mean and percentages;

O The 50 participating NGOs’ views on the level of satisfaction and perceived impact on
the organisational performance on 11 governance areas; and

O Cross-tabulations by the annual total expenditure of NGOs, where appropriate.

A caveat is warranted that, due to rounding of numbers, some figures in the statistical
analysis may not add up to a total of 100%. By the same token, the summation of
percentages may exceed 100% since, for some questions, more than one answer was allowed
to be selected.

For the analyses, appropriate statistical tests were conducted, depending on the nature of the
variables. In these analyses, p-values were calculated to evaluate the statistical significance
of the results, a p-value of less than .05 (p < .05) being considered statistically significant.
All the statistical analyses were conducted by using IBM SPSS Statistics software version
26.0 (IBM SPSS Inc., Chicago, IL, USA).

Amounts reported are all in Hong Kong dollars, unless specified otherwise.

Non-response adjustments were made. The weight was 1 for each NGO. For each NGO, the
weight for each agency head / board member who participated in the 2021 Study was the
reciprocal of the total number of participating agency head and board members.
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3.4 Limitations

341

342

343

The statistical results of the 2021 Study are believed to be as accurate as practically possible,
as our research team has implemented thorough data validation and processing procedures.
The readers, however, are reminded of possible limitations of the 2021 Study, and our
efforts to alleviate the impact of those limitations.

O  The statistical analysis is cross-sectional, which is unable to address the
before-and-after dynamics or longitudinal impact.

O Sampling errors and non-sampling errors might exist.

O  The data is mainly concerned with the assessment of self-perceived health status of
NGO governance, which is by its very nature subjective.

Despite these limitations, the 2021 Study can provide useful insights in understanding the
profiles of board characteristics, the adoption of good practices, and the self-assessment of
governance health among NGOs in Hong Kong.

Future governance research may consider examining other board characteristics, or further
refining the measures of NGO governance performance. Furthermore, a longitudinal
research design would be better able to examine how governance structures and practices
evolve and affect each other over time.
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Profile of the Participating NGOs

Chapter Four

The profile and demographics of the participating NGOs based on the information provided by
agency heads - including basic organisational information and board composition and structure - are
presented in this chapter.

4.1 Organisational Information

Annual Total Expenditure (HK$)

411 According to the information provided by the 50 participating NGOs, the distribution of
their annual total expenditure (HK$) in the last financial year is as follows:

O 22 NGOs (44.0% of the 50 participating NGOs; hereafter “Small NGOs”) reported an
annual total expenditure of HK$5 million or less;

0 11 NGOs (22.0% of the 50 participating NGOs; hereafter “Medium-Small NGOs”)
reported an annual total expenditure in the range from more than HK$5 million to
HK$20 million;

O 11 NGOs (22.0% of the 50 participating NGOs; hereafter “Medium-Large NGOs”)
reported an annual total expenditure in the range from more than HK$20 million to
HK$200 million; and

O 6 NGOs (12.0% of the 50 participating NGOs; hereafter “Large NGOs”) reported an
annual total expenditure of more than HK$200 million.

412 In our statistical analysis, the participating NGOs are divided into two major groups in
accordance with the size of their annual total expenditure (HK$) - those participating NGOs
with an annual total expenditure of less than or equal to HK$20 million, and those with an
annual total expenditure of more than HK$20 million.

413 Of the 50 participating NGOs, 33 Small to Medium NGOs (66.0%) reported an annual total
expenditure of HK$20 million or less and 17 Medium to Large NGOs (34.0%) reported an
annual total expenditure of more than HK$20 million.
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Chart 4.1.1 Annual total expenditure (HKS)

50% 44.0%
40%
30%
22.0% 22.0%
20%
12.0%
L
0%
<=HK$5 million >HKS$5 to HK$20 million  >HK$20 to HK$200 >HK$200 million
million
22 Small NGOs 11 Medium- 11 Medium- 6 Large NGOs
Small NGOs Large NGOs
Legal Establishment

414 74.0% of the 50 participating NGOs were registered as company limited by guarantee under
the Companies Ordinance (Cap. 622). 12.0% were established under the Societies Ordinance
(Cap. 151); 12.0% were established by other ordinances of Hong Kong; and 2.0% were
charitable trusts.

415 The reported numbers of years of legal establishment varied across the participating NGOs;
the median was 17 years. For the 33 participating NGOs with an annual total expenditure of
less than or equal to HK$20 million, the median year of legal establishment was 11; and for
those 17 participating NGOs with an annual total expenditure of more than HK$20 million,
the median was 43 years.

Table 4.1.2 Legal registration and years of legal establishment
Annual expenditure

<=HK$20m  >HKS$20m All NGOs
Legal registration
Company Limited by Guarantee, incorporated under
the C%mganies Ordi?l/ance (Cap. 622) P 69.7% 82.3% 74.0%
Established under the Societies Ordinance (Cap. 151) 12.1% 11.8% 12.0%
Charitable Trusts 3.0% 0.0% 2.0%
Established by other Ordinances of Hong Kong 15.2% 5.9% 12.0%
Years of legal establishment
Median (years) 11 years 43 years 17 years
1 -9 years 45.5% 5.9% 32.0%
10 - 20 years 39.4% 11.8% 30.0%
Over 20 years 15.2% 82.4% 38.0%
Total 100.0% 100.0% 100.0%
No. of participating NGOs 33 17 50
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Organisational Function

4.1.6

417

418

Service delivery, which includes the domains of social welfare, health, the environment, arts
and recreation, and social enterprises, was considered by 78.0% of the 50 participating
NGOs to be their primary organisational function.

Of those participating NGOs with an annual total expenditure of less than or equal to HK$20
million, 78.8% considered service delivery to be their primary organisational function; and
for the remaining NGOs, 12.1% were working on advocacy and/or public education and
9.1% were promoting the development of self-help or mutual support.

Of those participating NGOs with an annual total expenditure of more than HK$20 million,
76.5% stated that their primary organisational function was service delivery; 11.8% was
advocacy and / or public education; and 11.8% was mobilisation and allocation of charitable
resources such as grant-marking, fundraising, volunteer development, etc.

Table 4.1.3 Organisational function

Annual expenditure

All NGOs

<=HK$20m >HK$20m
Service Delivery (incl. areas of social welfare,
health, environment, arts and recreation, social 78.8% 76.5% 78.0%
enterprise, etc.)
Promote the Development of Self-help / Mutual 9.1% 0.0% 6.0%
support
Mobilisation and Allocation of Charitable Resources
(incl. grant-making, fundraising, volunteer 0.0% 11.8% 4.0%
development, etc.)
Advocacy / Public Education 12.1% 11.8% 12.0%
Total 100.0% 100.0% 100.0%
No. of participating NGOs 33 17 50

Mission Scopes

4.1.9

The 50 participating NGOs were asked to rank up to three mission areas. 34.0% of NGOs
considered social welfare services as the most important areas of their mission scopes,
followed by education / research (16.0%) and social development / poverty alleviation /
housing / relief (14.0%). 30.0% of NGOs considered education / research as the second most
important areas of their mission scopes, followed by health / mental health (14.0%) and
social development / poverty alleviation / housing / relief (12.0%). 18.0% of NGOs
considered advocacy / civic rights as the third most important areas of their mission scopes
and followed by education / research (12.0%).
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Table 4.1.4 Mission scopes

Primary Secondary Third
Social welfare services 34.0% 6.0% 10.0%
Education / Research 16.0% 30.0% 12.0%
Health / Mental health 10.0% 14.0% 8.0%
Env1rqnmental protection / Conservation / Food 4.0% 8.0% 0.0%
recycling
18{(;1311:; development / Poverty alleviation / Housing / 14.0% 12.0% 8.0%
Advocacy / Civic rights 6.0% 10.0% 18.0%
Phllanthroplc intermediaries (e.g., community 0.0% 0.0% 0.0%
foundations)
Volunteerism promotion 2.0% 4.0% 10.0%
Employment / Vocational training 6.0% 2.0% 6.0%
International / China work 0.0% 4.0% 6.0%
Religion 0.0% 6.0% 6.0%
Professional associations 0.0% 0.0% 0.0%
Arts / Culture / Sports / Recreation 8.0% 4.0% 2.0%
Other 0.0% 0.0% 2.0%
No other mission scope - - 12.0%
Total 100.0% 100.0% 100.0%
No. of participating NGOs 50 50 50

Funding Sources

4.1.10

4111

Among the 33 participating NGOs with an annual total expenditure of less than or equal to
HK$20 million, the major funding source was non-recurrent funding (including
non-recurrent project funding from government departments, Hong Kong Jockey Club
(HKJC) / Community Chest (ComChest), and all kinds of non-recurrent subsidies or
donations). 31 of the 33 NGOs received non-recurrent funding and the median percentage of
non-recurrent funding out of the total funding was 90%. 26 of the 33 NGOs had earned
income (including membership fees, service fees, sales income and income from endowment
/ investment) and the median percentage of earned income out of the total funding was
20.0%. 3 of the 33 NGOs had recurrent funding (including lump sum grant or recurrent
funding from Social Welfare Department, other government departments or the ComChest;
not including non-recurrent project funding from government departments or the ComChest)
and the median percentage of recurrent funding out of the total funding was 16.0%.

Among the 17 participating NGOs with an annual total expenditure of more than HK$20
million, 16 NGOs received non-recurrent funding and the median percentage of
non-recurrent funding out of the total funding was 44.5%. 15 of the 17 NGOs had earned
income and the median percentage of earned income out of the total funding was 15.0%. 13
of the 17 NGOs had recurrent funding and the median percentage of recurrent funding out of
the total funding was 47.0%.
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Table 4.1.5 Funding sources in median percentage
Annual expenditure

All NGOs

<=HK$20m >HKS$20m
Recurrent Funding
Median % 16.0% 47.0% 45.5%
No. of participating NGOs 3 13 16
Non-recurrent Funding
Median % 90.0% 44.5% 80.0%
No. of participating NGOs 31 16 47
Earned Income
Median % 20.0% 15.0% 20.0%
No. of participating NGOs 26 15 41

Perceived Life Cycle Stages

4112 QOrganisations move through predictable life cycle stages and developmental milestones. The
life cycle of NGOs comprises five stages®. NGOs in different stages tend to have different
characteristics in terms of service programme maturity, organisational size, leadership style,
the rate of growth, and the external environment. Apart from the early stage of idea
inception (inspiration and incubation), Stage 1 is the start-up stage where NGOs have started
with simple programmes or a mix of diverse and non-integrated activities. Stage 2 is the
growth stage where NGOs manage programmes that are more or less established in the
market. Stage 3 is the maturity stage where NGOs are operating core programmes that are
well-planned and duly recognised by the community. Stage 4 is the renewal, rejuvenation
stage where NGOs retool or reposition their orientations to adapt to the new environment.

Stage 1 Stage 2 Stage 3 Stage 4
Start-up (Founding and = Adolescent Mature (Sustaining and | Renewal / Rejuvenation /
Framing) (Growing) Producing) Refocusing
Simple programmes Programmes being Core programmes are Programmes are
or a mix of diverse established in the established and mainly to meet
and non-integrated market recognised in the funding requirements
activities Demand is greater community Difficulty in achieving
Strong commitment than capacity Programme’s goals and maintaining
to service delivery More consistent evaluation is consistent service
and focused on conducted regularly quality
programmes Long-term planning to Losing sight of
delivery add or delete changing market
programmes in needs
response to market Refocusing of

diversified services

% References: (1) Stevens, S. K. (2001). Nonprofit lifecycles: Stage-based wisdom for nonprofit capacity.
Long Lake, MN: Stagewise and (2) Simon, Judith Sharken, and J. Terence Donovan. The Five Life Stages of
Nonprofit Organizations: Where You Are, Where You’re Going, and what to Expect When You Get There.
Saint Paul, MN: Amherst H. Wilder Foundation, 2001.
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4.1.13

4.1.14

4.1.15

The participating NGOs described the stage they were in. Among those with an annual total
expenditure of less than or equal to HK$20 million, 45.5% perceived that they were in Stage
2 — Adolescent (Growing), 33.3% in Stage 3 — Mature (Sustaining and Producing), 12.1% in
Stage 4 — Renewal / Rejuvenation / Refocusing and 9.1% in Stage 1 — Start-up (Founding
and Framing).

Among the participating NGOs which have an annual total expenditure of more than HK$20
million, 52.9% perceived that they were in Stage 3 — Mature (Sustaining and Producing),
29.4% in Stage 2 — Adolescent (Growing) and 17.6% in Stage 4 — Renewal / Rejuvenation /
Refocusing.

The median year of establishment in start-up stage was 5 years for 3 NGOs, in adolescent
stage was 10.5 years for 20 NGOs, in mature stage was 18.5 years for 20 NGOs and in

renewal / rejuvenation / refocusing stage was 38 years for 7 NGOs.

Table 4.1.6 Perceived life cycle stage

Annual expenditure

All NGOs

<=HK$20m >HKS$20m
Perceived life cycle stage
Stage 1: Start-up (Founding and Framing) 9.1% 0.0% 6.0%
Stage 2: Adolescent (Growing) 45.5% 29.4% 40.0%
Stage 3: Mature (Sustaining and Producing) 33.3% 52.9% 40.0%
Stage 4: Renewal / Rejuvenation / Refocusing 12.1% 17.6% 14.0%
Total 100.0% 100.0% 100.0%
Median years of establishment
Stage 1: Start-up (Founding and Framing) 5 - 5
Stage 2: Adolescent (Growing) 9 42 10.5
Stage 3: Mature (Sustaining and Producing) 15 40 18.5
Stage 4: Renewal / Rejuvenation / Refocusing 18 51 38
No. of participating NGOs 33 17 50
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Significant Issues Experienced in the Last 3 Years

4116 42 out of the 50 participating NGOs indicated that they had experienced one or more of the
listed significant issues in the last 3 years. The top five issues reported by these 42 NGOs
were “staff turnover by more than 20%” (45.2%), “change of staff size by more than 20%”
(42.9%), “change of CEO” (42.9%), “change of Board Chair” (35.7%) and “change of
budget by more than 20%” (31.0%).

4L Among the 27 participating NGOs with an annual total expenditure of less than or equal to
HK$20 million that had experienced the listed significant issues in the last 3 years, apart
from the top five issues just mentioned, 33.3% of them had gone through significant change
in organisational structure; 25.9% had recurrent deficit for more than two years; and 22.2%
had turnover of board members by more than 20% in the last 3 years.

Table 4.1.7 Significant issues experienced in the last 3 years
Annual expenditure

<HKS20m  >HKS20m ' NOOS
Significant issues in the last 3 years
No significant issues experienced in the last 3 years 18.2% 11.8% 16.0%
Significant issue experienced in the last 3 years 81.8% 88.2% 84.0%
Total 100.0% 100.0% 100.0%
The Issues (Multiple responses)
Staff turnover by more than 20% 44.4% 46.7% 45.2%
Change of staft size by more than 20% 48.1% 33.3% 42.9%
Change of CEO 44.4% 40.0% 42.9%
Change of Board Chair 44.4% 20.0% 35.7%
Change of budget by more than 20% 37.0% 20.0% 31.0%
Significant change in organisational structure 33.3% 20.0% 28.6%
Recurrent deficit for more than two years 25.9% 13.3% 21.4%
Turnover of board members by more than 20% 22.2% 13.3% 19.0%
Major negative reputation incidents 0.0% 13.3% 4.8%
Litigation 0.0% 6.7% 2.4%
No. of participating NGOs 33 17 50
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Number of Full-time Staff
4118 The numbers of full-time staff varied across the 50 participating NGOs, with a median of 14.

4119 Among the 33 participating NGOs with an annual total expenditure of less than or equal to
HK$20 million, a majority (90.9%) had 1-49 full-time staff, 3.0% had 50-99 full-time staff
and the remaining 6.1% did not have any full-time staff. The median number of full-time
staff was seven.

4120 Among the 17 participating NGOs with an annual total expenditure of more than HK$20
million, 47.1% had more than 100 full-time staff, 35.3% of them had 50-99 full-time staff
and 17.6% had 1-49 full-time staff. The median number of full-time staff was 99.

Table 4.1.8 Number of full-time staff
Annual expenditure

<HKS20m  >HKS20m ' NOOS

No full-time staff 6.1% 0.0% 4.0%
1-49 full-time staff 90.9% 17.6% 66.0%
50-99 full-time staff 3.0% 35.3% 14.0%
100-199 full-time staff 0.0% 5.9% 2.0%
200-499 full-time staff 0.0% 11.8% 4.0%
500-999 full-time staff 0.0% 5.9% 2.0%
Over 1000 full-time staff 0.0% 23.5% 8.0%
Total 100.0% 100.0% 100.0%
Mean 12 415 149
Median 7 99 14
No. of participating NGOs 33 17 50
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4.2 Board Composition and Structure

Profile of Board Members
421 Of the 50 participating NGOs, there were in total 493 board members.

422 The average number of board members was 10 (7 for the participating NGOs with an annual
total expenditure of less than or equal to HK$20 million, and 15 for those with an annual
total expenditure of more than HK$20 million).

423 Compared with their counterparts in the participating NGOs with an annual total
expenditure of more than HK$20 million, the board members of those with an annual total
expenditure of less than or equal to HK$20 million were more likely to be male (62.8%),
aged below 40 (20.1%), and have received education up to secondary school (9.2%).

Table 4.2.1 Profile of board members
Annual expenditure

All NGOs

<=HK$20m >HK$20m
Gender
Male 62.8% 57.9% 60.2%
Female 37.2% 42.1% 39.8%
Age group
Below 40 20.1% 6.7% 13.2%
40 to 64 64.0% 59.8% 61.9%
65 or above 15.9% 33.5% 24.9%
Education Level
Master’s degree or above 43.9% 52.0% 48.1%
Tertiary institution 46.9% 43.7% 45.2%
Secondary school or below 9.2% 4.3% 6.7%
Total 100.0% 100.0% 100.0%
Average no. of board members 7 15 10
No. of board members 239 254 493
No. of participating NGOs 33 17 50
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424

425

Efforts were made to describe and gauge the backgrounds, skills and experience of 493
board members of the 50 participating NGOs. 14.4% of board members were donors, 10.8%
were volunteer or member representatives, 7.1% were service users or their carers and 6.5%
were community leaders. Compared with their counterparts in the NGOs with an annual
total expenditure of less than or equal to HK$20 million, board members of those NGOs
with an annual total expenditure of more than HK$20 million were more likely to be
community leaders (11.4%) and representatives from mother organisations (5.5%); and they
were less likely service users or their carers (3.1%) and volunteer or member representatives
(9.4%). Besides, 42.4% of agency heads reported that it was difficult to clearly categorise
the backgrounds of their board members.

About one-third (30.0%) of the 493 board members were service-related professionals;
16.2% in the field of business and management; and 14.6% in the field of finance,
investment, account and audit. 7.7% of them were representatives from the Government or
public organisations and 6.1% were in the field of legal, compliance and company
secretaries. The remaining board members were in other fields or experience backgrounds.

Table 4.2.2 Presence of stakeholders on board and skill sets of board members

Annual expenditure

Al NGOs

<=HK$20m >HK$20m
Presence of stakeholders on board
Donors 15.1% 13.8% 14.4%
Volunteer or member representatives 12.1% 9.4% 10.8%
Service users or their carers 11.3% 3.1% 7.1%
Community leaders 1.3% 11.4% 6.5%
Representatives from mother organisations 0.8% 5.5% 3.2%
Representatives from partnering/peer organisations 3.8% 2.8% 3.2%
Staff representatives (excluding CEO) 4.6% 0.4% 2.4%
Representatives from affiliating religious body 3.3% 0.0% 1.6%
Government officials 0.0% 2.4% 1.2%
Others 0.8% 13.0% 7.1%
Don't know 46.9% 38.2% 42.4%
Skill sets and experience background
Service-related professionals 35.2% 25.2% 30.0%
Business / Management 13.8% 18.5% 16.2%
Finance / Investment / Accounting / Audit 14.2% 15.0% 14.6%
Government / Public organisations 5.9% 9.4% 7.7%
Legal / Compliance / Company secretaries 5.5% 6.7% 6.1%
Community relations / Public relations 1.7% 9.4% 5.7%
Other experience background 3.3% 4.4% 3.9%
Human resource management 3.3% 3.9% 3. 7%
Fundraising / Funder’s background 4.2% 1.6% 2.8%
IT or Knowledge management 3.3% 2.0% 2.6%
No information provided 9.6% 3.9% 6.7%
Total 100.0% 100.0% 100.0%
No. of board members 239 254 493
No. of participating NGOs 33 17 50
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Board Meetings

426 The 50 participating NGOs had held an average of 5.3 board meetings in the previous year,
which on average lasted for about 2.4 hours. The average attendance rate was 83.9%.

Table 4.2.3 Board meetings
Annual expenditure

<-HKS20m  >HKS20m ' NOO®

Number of board meetings held last year
Average (meetings) 53 5.5 53
Median (meetings) 4.0 5.0 4.0
Number of board meetings held in a normal year (i.e. Non COVID-19 period)
Average (meetings) 53 4.9 5.2
Median (meetings) 4.0 5.0 4.0
Length of board meetings held last year
Average (hours) 2.3 2.4 2.4
Attendance rate last year
Average (%) 83.3% 85.0% 83.9%
No. of participating NGOs 33 17 50

Terms of Board

427 Regarding the number of years per term, 26.0% of the participating NGOs reported that the
length of term of their board chair was 1 year, 32.0% 2 years, 20.0% 3 years or above, and
22.0% indicated that there was no limit to the length of term. 22.0% of the participating
NGOs indicated that the length of term of their office bearers was 1 year, 28.0% 2 years,
18.0% 3 years or above, and 32.0% indicated that there was no limit to the length of term.
18.0% of the participating NGOs reported that the length of term of their board members
was 1 year, 22.0% 2 years, 28.0% 3 years or above, and 32.0% indicated that there was no
limit to the length of term.

428 Regarding the maximum number of consecutive terms served, over two-thirds of NGOs
reported that there was no limit for board chair (66.0%), office bearers (70.0%) and other
board members (78.0%).
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Table 4.2.4 Number of years per term and maximum number of consecutive terms served

Number of years per term
Board chair
1 year
2 years
3 years or above
No Limit
Office bearers
1 year
2 years
3 years or above
No Limit
Other board members
1 year
2 years
3 years or above
No Limit
Total

Maximum number of consecutive terms served

Board chair
1 term
2 terms
3 terms or above
No Limit
Office bearers
1 term
2 terms
3 terms or above
No Limit
Other board members
1 term
2 terms
3 terms or above
No Limit
Total

No. of participating NGOs

<=HK$20m

31

Annual expenditure

18.2%
36.4%
18.2%
27.2%

12.1%
30.3%
15.2%
42.4%

12.1%
24.2%
18.2%
45.5%
100.0%

6.1%
12.1%
12.1%
69.7%

6.1%
12.1%

6.1%
75.7%

3.0%

9.1%

3.0%
84.8%
100.0%

33

>HKS$20m

41.2%
23.5%
23.5%
11.8%

41.2%
23.5%
23.5%
11.8%

29.4%
17.6%
47.1%
5.9%
100.0%

0.0%
11.8%
29.4%
58.8%

0.0%
11.8%
29.4%
58.8%

0.0%
11.8%
23.5%
64.7%
100.0%

17

All NGOs

26.0%
32.0%
20.0%
22.0%

22.0%
28.0%
18.0%
32.0%

18.0%
22.0%
28.0%
32.0%
100.0%

4.0%
12.0%
18.0%
66.0%

4.0%
12.0%
14.0%
70.0%

2.0%
10.0%
10.0%
78.0%
100.0%
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Number of Committees

429 For the participating NGOs with an annual total expenditure of more than HK$20 million,
the median number of committees (including programme/service) was eight, and the median
number of committees (excluding programme/service) was seven. The numbers suggested
that these NGOs tend to have more committees than those with an annual total expenditure
less than or equal to HK$20 million.

4210 The most common types of committees in the participating NGOs included fundraising /
resources development committees, executive / management committees, programme /
service committees and finance / investment committees.

Table 4.2.5 Number of committees
Annual expenditure

<=HK$20m  >HKS$20m AlINGOs
Number of committees (including programme/service)
0 committee 24.2% 0.0% 16.0%
1-5 committees 66.7% 23.5% 52.0%
6-10 committees 9.1% 41.2% 20.0%
11 committees or above 0.0% 35.3% 12.0%
Number of committees (excluding programme/service)
0 committee 27.3% 0.0% 18.0%
1-5 committees 69.7% 35.3% 58.0%
6-10 committees 3.0% 58.8% 22.0%
11 committees or above 0.0% 5.9% 2.0%
Total 100.0% 100.0% 100.0%
Median number of committees
(including programme/service) 2 8 4
Median number of committees
(excluding programme/service) 1 7 4
No. of participating NGOs 33 17 50
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NGO Governance Good Practices

Chapter Five

5.1 NGO Governance Good Practices

>11 " The participating board members were asked to rate

(a) the degrees to which the 57 good practices were adopted in their organisations in a
5-point Likert scale, with “1” representing “never/strong disagree” and “5” representing
“always/strongly agree; and

(b) the levels of agreement on the perceived relevance of particular good practices to their
organisations in a 5-point Likert scale, with “1” representing “strong disagree” and “5”
representing “strongly agree.

512 The charts below summarise the results, as follows:

O  the percentages of the participating NGOs who always and often adopted the good
practices;

O  the percentages of the participating NGOs who strongly agreed and agreed that the
good practices were relevant to their NGOs; and

O  the execution gaps analysis presenting the differences between the agreement on
perceived relevance and the extent of adoption of good practices (often and always)
(i.e. % of perceived relevance - % of adoption of practice).
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Board Design & Processes

Board Composition

5.1.3

5.1.4

515

The participating NGOs perceived that the four good practices in this element were relevant
to their organisations; the agreement percentages ranged from 82% to 91%.

Over three-quarters (81%) of the participating NGOs always or often adopted the practice of
“board members bring a range of perspectives to ensure that key stakeholders’ interests
could be reflected in the governance”. The best practices which less than two-thirds of the
participating NGOs always or often adopted included “board members’ term limits
effectively balance the need for new members / skills and the retention of experienced
directors” (61%) and “board reviews and agrees on the board size” (60%). Slightly more
than half (52%) of the participating NGOs always or often adopted the practice of “board
has a systematic process for identifying the governance skills to lead your organisation”.

A relatively large difference (31%) between the perceived relevance and the extent of
adoption could be observed in the good practice of “board has a systematic process for
identifying the governance skills to lead your organisation”. The results suggested that while
the participating NGOs realised the relevance of the good practices, they did not always or
often adopt them.

Chart 5.1.1 Perceived relevance and adoption of good practices of the board composition

Gaps

Board members' term limits 61%
effectively balance the "need for 820 21%
new members / skills" and the

"retention of experienced directors"

60%

Board revi d th
oard reviews and agrees on the 89% 2990

board size.

Board members bring a range of 84%
perspectives to ensure that key 91% 10%
stakeholders' interests can be
reflected in the governance.

Board has a systematic process for 92%
identifying the governance skills to 83% 31%
lead your organisation.

Agreement on Perceived Relevance ®Adoption of practice
(Strongly agree and Agree) (Always and Often / Strongly agree and Agree)

34



Board Structure

516

517

5.1.8

The participating NGOs perceived that the four good practices in this element were relevant
to their organisations; the agreement percentages ranged from 75% to 91%.

Over three-quarters (77%) of the participating NGOs always or often adopted the practice of
“current committee is structured to reflect the needs or priorities of your organisation”. Just
over half of the participating NGOs always or often adopted the practices of “the terms of
reference of committees clearly define their authority, roles and responsibilities, reporting
and accountability requirements” (60%), “board uses a mix of ad-hoc, advisory and standing
committees to exercise different governance functions” (57%) and “board reviews timely the
committee structure to enhance governance control and functions” (56%).

A relatively large difference (27%) between the perceived relevance and the extent of
adoption could be found in the good practice of “board reviews timely the committee
structure to enhance governance control and functions”.

Chart 5.1.2 Perceived relevance and adoption of good practices of the board structure

Gaps

Current committee is structured to 7%
reflect the needs or priorities of 91%
your organisation.

14%

Board reviews timely the 56%
committee structure to enhance 83% 27%
governance control and functions.

The terms of reference of committees 60%

clearly define their authority, roles 0 21%
o ) 81%
and responsibilities, reporting and
accountability requirements.

Board uses a mix of ad-hoc, 57%

advisory and standing committees to 75% 18%

exercise different governance
functions

Agreement on Perceived Relevance ®Adoption of practice
(Strongly agree and Agree) (Always and Often / Strongly agree and Agree)
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Board Processes

519 The participating NGOs perceived that the four good practices in this element were relevant
to their organisations; the agreement percentages ranged from 87% to 94%.

5110 QOver three-quarters of participating NGOs always or often adopted the practices of
“calendar of board / committee meetings / non-meeting activities is set and distributed for
the year to allow board members to schedule and commit their participation” (82%), “board
/ committee(s) receive(s) agenda and quality information well in advance of meetings to
encourage members to prepare for deliberations” (79%), “board meeting has meaningful
discussions on strategic issues” (78%) and “board follows up on the implementation of its
decisions” (76%).

5111 No large differences between the agreement on perceived relevance and the extent of
adoption were identified in any of the best practices.

Chart 5.1.3 Perceived relevance and adoption of good practices of the board processes

Gaps

Calendar of board / committee
meetings / non-meeting activities is set 82% o
and distributed for the year to allow = 87% 5%
board members to schedule and
commit their participation.

Board / committee(s) receive(s) agenda 79%
and quality information well in advance = 9404 15%
of meetings to encourage members to
prepare for deliberations.

Board meeting has meaningful 8%
discussions on strategic issues. | 94% 16%

Board follows up on the 76%
implementation of its decisions. | 94% 18%

Agreement on Perceived Relevance ©Adoption of practice
(Strongly agree and Agree) (Always and Often / Strongly agree and Agree)
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Analysis by Annual Total Expenditure

5112 Analysis by groups of annual total expenditure showed that significantly higher proportions
of the participating NGOs with an annual total expenditure of more than HK$20 million
always or often adopted good practices in the aspect of the board composition - “board
members' term limits effectively balance the need for new members / skills and the retention
of experienced directors” (75% vs 54%) and in the aspect of the board structure - “the terms
of reference of committees clearly define their authority, roles and responsibilities, reporting
and accountability requirements” (78% vs 51%), “board uses a mix of ad-hoc, advisory and
standing committees to exercise different governance functions” (73% vs 48%) and “board
reviews timely the committee structure to enhance governance control and functions” (69%
vs 50%), as compared to those with an annual total expenditure of less than or equal to
HK$20 million (ps < .05).

Table 5.1.4 Adoption of good practices (% of always and often) of the board design & processes
analysed by annual total expenditure
Annual expenditure All
<=HK$20m >HK$20m NGOs

Board Composition
Board reviews and agrees on the board size. 56% 68% 60%

Board members' term limits effectively balance the "need for new 549 61%
members / skills" and the "retention of experienced directors".! ° °

Board has a systematic process for identifying the governance skills

o 47% 60% 52%
to lead your organisation.
Board members bring a range of perspectives to ensure that key 78% 859 81%
stakeholders' interests can be reflected in the governance. ’ ’ ?
Board Structure
Current committee is structured to reflect the needs or priorities of 75% 81% 77%
your organisation.
Board reviews timely the committee structure to enhance o o

: | 50% 56%

governance control and functions.
The terms of reference of committees clearly define their authority,
roles and responsibilities, reporting and accountability 51% 60%
requirements. !
Board uses a mix of ad-hoc, advisory and standing committees to 48% 579,

exercise different governance functions. !
Board Processes

Calendar of board / committee meetings / non-meeting activities is
set and distributed for the year to allow board members to schedule 78% 90% 82%
and commit their participation.

Board / committee(s) receive(s) agenda and quality information

well in advance of meetings to encourage members to prepare for 77% 84% 79%
deliberations.

Board meeting has meaningful discussions on strategic issues. 76% 83% 78%
Board follows up on the implementation of its decisions. 73% 83% 76%
No. of participating NGOs 33 17 50

Note 1: Statistically significant differences were found among two groups of annual total expenditure (p < .05)
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Board Role Execution

Steer Mission & Direction

5.1.13

5.1.14

5.1.15

5.1.16

The participating NGOs perceived that all of the six good practices in this element were
relevant to their organisations; the agreement percentages ranged from 77% to 96%.

Over three-quarters of the participating NGOs always or often adopted the practices of “all
major policy and strategy discussions are in line with the organisation’s mission and vision”
(92%), “all board members share a common understanding of the organisation's mission”
(89%), “board works with management to design and participate in the strategic planning
process” (81%) and “board works with management to review strategic plan to ensure that
programme / service goals are tightly linked to the organisation's mission and vision” (77%).

Less than half of the participating NGOs always or often adopted the practices of “board
translates strategic plan into oversight responsibilities for the board / committee(s) to follow
through” (49%) and “board undertakes to update the organisation’s mission and vision as
necessary” (42%).

Relatively large differences between the percentages of perceived relevance and the extent
of adoption could be found in the good practices of “board undertakes to update the
organisation’s mission and vision as necessary” (42%) and “board translates strategic plan
into oversight responsibilities for the board / committee(s) to follow through” (28%). The
results indicated that while the NGOs in general perceived that the good practices were
relevant to their organisations, they did not always and often adopt them.
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Chart 5.1.5 Perceived relevance and adoption of good practices of steering mission & direction

Shape Mission & Vision Gaps

All major policy and strategy
discussions are in line with your
organisation’s mission and vision.

3%

All board members share a common

understanding of your organisation's
mission.

7%

Board undertakes to update your
organisation’s mission and vision as
necessary.

42%

Involve in Strategic Planning

Board works with management to
design and participate in the
strategic planning process.

12%

Board works with management to review
strategic plan to ensure that programme /
service goals are tightly linked to your
organisation's mission and vision.

14%

Board translates strategic plan into
oversight responsibilities for the board /
committee(s) to follow through.

28%

(=)

= Agreement on Perceived Relevance ©@Adoption of practice

(Strongly agree and Agree) (Always and Often / Strongly agree and Agree)
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Ensure Executive Leadership & Resource

5.1.17

5.1.18

5.1.19

5.1.20

5.1.21

The participating NGOs perceived that all of the eight good practices in this element were
relevant to their organisations; the agreement percentages ranged from 68% to 95%.

Over two-thirds of the participating NGOs always or often adopted the practices of “board
works with the management to review financial statements regularly” (85%), “board
proactively provides expertise, external access or influence needed to accomplish
organisational goals” (75%) and “board supports management in preparing / reviewing
multi-year financial plan through robust discussion of resource allocation, funding plans and
investment objectives in context of strategic goals” (72%).

Half to two-thirds of the participating NGOs always or often adopted the practices of “board
members act as effective representatives or ambassadors for your organisation” (66%),
“documented evaluation on top-tier management performance is done at least annually
against pre-defined criteria and process (e.g., a self-assessment, written feedback or
development plan)” (58%) and “board has preparedness and planning of succession for
top-tier management” (57%).

Less than half of the participating NGOs always or often adopted the practices of “board
members financially support or fundraised for the organisation” (45%) and “board provides
development opportunities for top-tier management according to their identified strengths
and weaknesses” (43%).

A relatively large difference between the percentages of perceived relevance and the extent
of adoption could be found in the good practice of “board provides development
opportunities for top-tier management according to their identified strengths and weaknesses”
(37%). The results indicated that while the NGOs in general perceived that the good practice
was relevant to their organisations, they did not always and often adopt them.
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Chart 5.1.6 Perceived relevance and adoption of good practices of ensuring executive leadership &

resource

Support Top Tier Executive

Documented evaluation on top-tier
management performance is done at least
annually against pre-defined criteria and
process (e.g., a self-assessment, written
feedback or development plan).

Board has preparedness and planning of
succession for top-tier management.

Board provides development
opportunities for top-tier management
according to their identified strengths
and weaknesses.

Ensure Adequate Financial Resource

Board works with the management to
review financial statements regularly.

Board supports management in preparing
/ reviewing multi-year financial plan
through robust discussion of resource
allocation, funding plans and investment
objectives in context of strategic goals.

Board members financially support or
fundraise for your organisation.

Provide Expertise & Access

Board proactively provides expertise,
external access or influence needed to
accomplish organisational goals.

Board members act as effective
representatives or ambassadors for
your organisation.

= Agreement on Perceived Relevance

(Strongly agree and Agree)

©Adoption of practice

(Always and Often / Strongly agree and Agree)
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Monitor Organisational Risk & Performance

5122

5.1.23

5124

5.1.25

5.1.26

The participating NGOs perceived that the nine good practices in this element were relevant
to their organisations; the agreement percentages ranged from 64% to 94%.

Over three-quarters of the participating NGOs always or often adopted the practices of
“board works with management to ensure timely and independent financial audit” (88%),
“policies on managing conflict of interest of Board / committee members are enforced”
(88%), “board understands regulatory and funding requirements to safeguard operation
compliance” (85%) and “board knows the strengths and weaknesses of major programmes
and core services” (83%).

Less than two-thirds of the participating NGOs always or often adopted the practices of
“board ensures that stakeholder perspectives and feedbacks were used to inform strategy and
resource allocation” (63%), “board identifies key stakeholders and ensures that performance
results are communicated effectively to the stakeholders” (59%) and “board monitors and
uses the performance results to inform decisions on strategic planning, resources allocation,
and evaluation of the top-tier management” (58%).

Less than half of the participating NGOs always or often adopted the practices of “board
reviews risk assessments compiled by management that acknowledges potential risks and
approves mitigation plans” (44%) and “board works with management to set performance
targets with reference to peer organisations” (37%).

Relatively large differences between the percentages of perceived importance and adoption
could be observed in the good practices of “board reviews risk assessments compiled by
management that acknowledges potential risks and approves mitigation plans” (31%) and
“board works with management to set performance targets with reference to peer
organisations” (27%). The results in general suggested that while the participating NGOs
perceived that the good practices were of relevance to their organisations, they did not
always or often adopt the practices.
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Chart 5.1.7 Perceived relevance and adoption of good practices of monitoring organisational risk &

performance
Oversee Risk & Compliance Gaps

Board works with management to ensure

timely and independent financial audit. 5%

Policies on managing conflict of interest
of Board / committee members are

enforced. 5%

Board understands regulatory and
funding requirements to safeguard
operation compliance. 9%

Board reviews risk assessments
compiled by management that
acknowledges potential risks and
approves mitigation plans.

31%

Ensure Accountability to Stakeholders

Board ensures that stakeholder 20%
perspectives and feedbacks are used to

inform strategy and resource allocation.

Board identifies key stakeholders and 20%
ensures that performance results are
communicated effectively to the

stakeholders.

Monitor Performance

Board knows the strengths and
weaknesses of major programmes
and core services.

9%

Board monitors and uses the performance
results to inform decisions on strategic
planning, resources allocation, and
evaluation of the top-tier management.

22%

Board works with management to set
performance targets with reference to
peer organisations.

27%

= Agreement on Perceived Relevance ©@Adoption of practice
(Strongly agree and Agree) (Always and Often / Strongly agree and Agree)
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Analysis by Annual Total Expenditure

5.1.27

Analysis by groups of annual total expenditure showed that significantly higher proportions
of the participating NGOs with an annual total expenditure of more than HK$20 million
always or often adopted good practices in the aspect of steering mission and direction -
“board translates strategic plan into oversight responsibilities for the board / committee(s) to
follow through” (58% vs 44%), in the aspect of ensuring executive leadership and resource -
“board works with the management to review financial statements regularly.” (95% vs 80%),
“board proactively provides expertise, external access or influence needed to accomplish
organisational goals” (89% vs 68%) and “board supports management in preparing /
reviewing multi-year financial plan through robust discussion of resource allocation, funding
plans and investment objectives in context of strategic goals” (84% vs 66%) and in the
aspect of monitoring organisational risk and performance — “board identifies key
stakeholders and ensures that performance results are communicated effectively to the
stakeholders” (69% vs 53%), as compared to those with an annual total expenditure of less
than or equal to HK$20 million (ps <.05).

Table 5.1.8 Adoption of good practices (% of always and often) of the board role execution analysed by

annual total expenditure

Annual expenditure All
<=HK$20m >HK$20m NGOs

Steer Mission & Direction

All board members share a common understanding of your

S 90% 86% 89%
organisation's mission.
All major po,hcy.an.d strategy c.hscussmns are in line with your 92% 93% 92%
organisation’s mission and vision.
21138022(3 eusrslgf}l]"takes to update your organisation’s mission and vision 38% 50% 42%
Board works with management to design and participate in the 0% 83% 81%

strategic planning process.

Board works with management to review strategic plan to ensure
that programme / service goals are tightly linked to your 75% 80% 7%
organisation's mission and vision.

Board translates strategic plan into oversight responsibilities for the 449, 499
board / committee(s) to follow through. ! ’ ’

Ensure Executive Leadership & Resource

Board provides development opportunities for top-tier management

0, 0, 0,

according to their identified strengths and weaknesses. 43% 43% 43%
Documented evaluation op top-tier managerpenF performance is 539, 67% 58%
done at least annually against pre-defined criteria and process.
E(;erllrac; lelre;feflieparedness and planning of succession for top-tier 539 64% 579,
Board supports management in preparing / reviewing multi-year
financial plan through robust discussion of resource allocation, 66% 799

0 (1]

funding plans and investment objectives in context of strategic

goals. !
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Annual expenditure
<=HK$20m >HKS$20m

Board works with the management to review financial statements

| 80%
regularly.
Board members financially support or fundraise for your 41%
organisation. ’
Board proactively provides expertise, external access or influence 63%
needed to accomplish organisational goals. ! ’
Board members act as effective representatives or ambassadors for 64%
your organisation. 0
Monitor Organisational Risk & Performance
Board works with management to ensure timely and independent 88Y%
financial audit. ’
Policies on managing conflict of interest of Board / committee 889
members are enforced. °
Board understands regulatory and funding requirements to 6%
safeguard operation compliance. °
Board reviews risk assessments compiled by management that 39
acknowledges potential risks and approves mitigation plans. °
Board identifies key stakeholders and ensures that performance 539
results are communicated effectively to the stakeholders. ! °
Board ensures that stakeholder perspectives and feedbacks are used 63%
to inform strategy and resource allocation. °
Board works with management to set performance targets with 359
reference to peer organisations. °
Board knows the strengths and weaknesses of major programmes 839
(V]

and core services.

Board monitors and uses the performance results to inform
decisions on strategic planning, resources allocation, and evaluation 54%
of the top-tier management.

No. of participating NGOs 33

54%

68%

89%

89%

85%

55%

62%

41%

83%

65%

17

All
NGOs

85%

45%

75%

66%

88%

88%

85%

44%

59%

63%

37%

83%

58%

50

Note 1: Statistically significant differences were found among two groups of annual total expenditure (p < .05)
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Board Dynamics & Behaviour

Board Development

5.1.28

5.1.29

5.1.30

5131

The participating NGOs perceived that the nine good practices in this element were relevant
to their organisations; the agreement percentages ranged from 70% to 84%.

About half of the participating NGOs always or often adopted the practices of “board
proactively seeks for and provides opportunities to potential recruits to familiarise with your
organisation” (53%), “there is orientation for all new board members to understand the
organisation's programmes, finances, governance responsibilities and introduction to their
board colleagues” (52%), “potential board leaders are given committee assignments to gain
experience and opportunity to lead” (48%) and “board has formal processes to recruit and
nominate members with clear evaluative criteria” (47%).

About one-third of the participating NGOs always or often adopted the practice of
“succession planning is discussed and processes are in place to recruit and develop potential
board leaders” (34%) whereas less than one-quarter always or often adopted the practice of
“continuous and collective learning opportunities are provided to board members” (23%).

Relatively large differences between the perceived relevance and adoption were observed in
those best practices that had a low percentage of adoption. The results indicated that the
participating NGOs did not always or often adopt the good practices in relation to the
recruitment, capacity building and succession planning even though these practices are
perceived as relevant.
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Chart 5.1.9 Perceived relevance and adoption of good practices of the board development

Recruitment

Board proactively seeks for and
provides opportunities to potential
recruits to familiarise with your
organisation.

Board has formal processes to
recruit and nominate members
with clear evaluative criteria.

Capacity Building

There is orientation for all new board
members to understand the organisation's
programmes, finances, governance
responsibilities and introduction to their
board colleagues.

Continuous and collective learning
opportunities are provided to board
members.

Succession Planning

Potential board leaders are given
committee assignments to gain
experience and opportunity to lead.

Succession planning is discussed
and processes are in place to recruit
and develop potential board leaders.

81%

73%

84%

70%

77%

73%

Agreement on Perceived Relevance

(Strongly agree and Agree)

53%

47%

52%

23%

47

48%

34%

©Adoption of practice
(Always and Often / Strongly agree and Agree)

Gaps

28%

26%

32%

47%

29%

39%



Board Engagement

5.1.32

5.1.33

5.1.34

5.1.35

5.1.36

The participating NGOs perceived that the eight good practices in this element were relevant
to their organisations; the agreement percentages ranged from 74% to 96%.

Over three-quarters of the participating NGOs always or often adopted the practices of
“board is able to resolve differences, build consensus and reach compromise in a positive
way” (88%), “board members see the connection between what they do and the positive
impact on the beneficiaries” (87%), “a culture of trust, commitment, openness and
transparency exists among board members” (83%) and “board is not dominated by a few
individuals. Members work as a team, taking collective responsibility for failures and
successes” (78%).

About two-thirds of the participating NGOs always or often adopted the practices of “board
members devote sufficient time to carry out their duties effectively, including meeting
preparation and sitting on board committees” (71%) and “board members' contributions to
the organisation are openly acknowledged” (65%).

Slightly over one-third of the participating NGOs always or often adopted the practices of
“there are conscious engagement efforts to enhance individual board members'
understanding and participation (e.g., assigning buddies / mentors to new members, formal
training, Board Chair's proactive communication on expectations to members)” (40%) and
“board members spend time together outside board meetings (e.g., a “retreat day” or an
“away-day”) to know each other and enhance bonding” (36%).

Relatively large differences between the percentages of perceived relevance and adoption
could be identified in the good practices of “board members spend time together outside
board meetings to know each other and enhance bonding” (40%) and “there are conscious
engagement efforts to enhance individual board members' understanding and participation”
(32%). The results indicated that while the participating NGOs perceived the good practices
to be relevant, they did not always and often adopt the practices.
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Chart 5.1.10 Perceived relevance and adoption of good practices of the board engagement

Gaps

Board is able to resolve differences, 88%
build consensus and reach compromise = 9504 (o) %
in a positive way.

A culture of trust, commitment, 83%
openness and transparency exists among = 9g04 (o) 13%
board members.

Board is not dominated by a few 78%
individuals. Members work as a team, 0 0
taking collective responsibility for 92% o 14%
failures and successes.

Board members spend time together 36%
outside board meetings (e.g., a “retreat . 40%
day” or an “away-day”) to know each 6% © ?
other and enhance bonding.

Board members see the connection 87%
between what they do and the positive = 92% (o
impact on the beneficiaries.

5%

Board members devote sufficient time 71%
to carry out their duties effectively, 87% o) 16%
including meeting preparation and
sitting on board committees.

65%
Boar_d m_embers' contributions to your 82% Pe) 17%
organisation are openly acknowledged.

There are conscious engagement efforts to
enhance individual board members' 40%
understanding and participation (e.g., assigning = 749%, (o) 32%
buddies / mentors to new members, formal
training, Board Chair's proactive
communication on expectations to members).

Agreement on Perceived Relevance ©Adoption of practice
(Strongly agree and Agree) (Always and Often / Strongly agree and Agree)
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Board Leadership

5.1.37

5.1.38

5.1.39

5.1.40

5.1.41

The participating NGOs perceived that the eight good practices in this element were relevant
to their organisations; the agreement percentages ranged from 81% to 94%.

Over 80% of the participating NGOs always or often adopted the practices
of*board-management maintains a trustful relationship and constructive partnership” (92%),
“board gives the top-tier management enough authority and responsibility to lead the staff
and manage your organisation, and is conscious to avoid micro-management” (86%), “board
leadership strengthens the performance of your organisation” (85%), ‘“board and
management have a shared understanding of their different roles and responsibilities in
governing and managing your organisation respectively” (83%) and “current board leaders
have the necessary skills, enthusiasm, energy and time to provide leadership to the Board”
(83%).

About 61% of the participating NGOs always and often adopted the practice of “board
leaders often reach out and approachable to key stakeholders (including staff, service users
and funders).

Slightly over one-third of the participating NGOs always or often adopted the practices of
“board conducts periodical assessment to evaluate and identify ways to improve its
governance performance” (40%) and “board regularly assesses and gives feedback to all
members to enhance their participation and contribution” (33%).

Relatively large differences between the percentages of perceived relevance and adoption
could be observed in the good practices of “board regularly assesses and gives feedback to
all members to enhance their participation and contribution” (40%), “board conducts
periodical assessment to evaluate and identify ways to improve its governance performance”
(32%) and “board leaders often reach out and approachable to key stakeholders” (25%). The
results suggested that while the participating NGOs perceived that the good practices to be
relevant to them, they did not always or often adopt the practices.
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Chart 5.1.11 Perceived relevance and adoption of good practices of the board leadership

Board-management maintains a trustful
relationship and constructive partnership.

Board gives the top-tier management
enough authority and responsibility to
lead the staff and manage your
organisation, and is conscious to avoid
micro-management.

Board and management have a shared
understanding of their different roles and
responsibilities in governing and
managing your organisation respectively.

Board conducts periodical assessment
to evaluate and identify ways to
improve its governance performance.

Board regularly assesses and gives
feedback to all members to enhance
their participation and contribution.

Board leadership strengthens the
performance of your organisation.

Current Board leaders have the necessary
skills, enthusiasm, energy and time to
provide leadership to the Board.

Board leaders often reach out and
approachable to key stakeholders
(including staff, service users and funders).

98%

94%

94%

77%

73%

90%

94%

86%

Agreement on Perceived Relevance

(Strongly agree and Agree)

Gaps
92%
(o 6%
86%
(o] 8%
83%
o 11%
40%
Pe) 32%
33%
o 40%
85%
(o 5%
83%
(o] 11%
61%
o 25%

©Adoption of practice
(Always and Often / Strongly agree and Agree)



Analysis by Annual Total Expenditure

5.1.42

Analysis by groups of annual total expenditure showed that significantly higher proportions
of the participating NGOs with an annual total expenditure of more than HK$20 million
always or often adopted good practices in the aspect of the board development - “there is
orientation for all new board members to understand the organisation's programmes,
finances, governance responsibilities and introduction to their board colleagues” (64% vs
45%), “potential board leaders are given committee assignments to gain experience and
opportunity to lead” (59% vs 42%), “board has formal processes to recruit and nominate
members with clear evaluative criteria” (58% vs 41%) and “continuous and collective
learning opportunities are provided to board members” (32% vs 19%); and in the aspect of
the board leadership — “board conducts periodical assessment to evaluate and identify ways
to improve its governance performance” (49% vs 35%), as compared to those with an annual
total expenditure of less than or equal to HK$20 million (ps < .05).

Table 5.1.12 Adoption of good practices (% of always and often) of the board dynamics and behaviour

analysed by annual total expenditure

Annual expenditure All
<=HK$20m >HK$20m NGOs

Board Development

Board has formal processes to recruit and nominate members with

: o 41% 47%
clear evaluative criteria.
Boarq proactlv.ﬂy .seeks- for and prov1des ppportunltles to potential 49% 62% 539
recruits to familiarise with your organisation.
There is orientation for all new board members to understand the
organisation's programmes, finances, governance responsibilities 45% 52%
and introduction to their board colleagues. !
Continuous and (]:ollectlve learning opportunities are provided to 19% 23%
board members.
Succgssmn planning is dlspussed and processes are in place to 30% 42% 34%
recruit and develop potential board leaders.
Potential board leaders are given committee assignments to gain o o
: . | 42% 48%
experience and opportunity to lead.
Board Engagement
A culture of trust, commitment, openness and transparency exists 87% 76% 83%
among board members.
Board is not dominated by a few individuals. Members work as a
. i o ar ) 81% 71% 78%
team, taking collective responsibility for failures and successes.
Board members spend time together outside board meetings to o o o
know each other and enhance bonding. 34% 40% 36%
Board is qble. to resol'v.e differences, build consensus and reach 91% 83% 889%
compromise in a positive way.
There are consc'lous engagement efforts' to enhance individual 37% 46% 40%
board members' understanding and participation.
Board members devote sufficient time to carry out their duties
effectively, including meeting preparation and sitting on board 66% 79% 77%

committees.
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Board members see the connection between what they do and the
positive impact on the beneficiaries.

Board members' contributions to your organisation are openly
acknowledged.
Board Leadership

Board and management have a shared understanding of their
different roles and responsibilities in governing and managing your
organisation respectively.

Board-management maintains a trustful relationship and
constructive partnership.

Board gives the top-tier management enough authority and
responsibility to lead the staff and manage your organisation and is
conscious to avoid micro-management.

Board conducts periodical assessment to evaluate and identify ways
to improve its governance performance. !

Board regularly assesses and gives feedback to all members to
enhance their participation and contribution.

Current Board leaders have the necessary skills, enthusiasm, energy
and time to provide leadership to the Board.

Board leaders often reach out and approachable to key stakeholders
(including staff, service users and funders).

Board leadership strengthens the performance of your organisation.

No. of participating NGOs

Annual expenditure
<=HK$20m >HKS$20m

88%

64%

83%

92%

85%

35%

35%

82%

63%

83%

33

85%

67%

83%

92%

86%

30%

85%

56%

88%

17

All
NGOs

87%

65%

83%

92%

86%

40%

33%

83%

61%

85%

50

Note 1: Statistically significant differences were found among two groups of annual total expenditure (p < .05)
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5.2 Overview of Adoption of Good Practices and

Perceived Relevance

Good Practices Adopted

The 10 Most Frequently Adopted Good Practices

521

522

523

524

525

526

Of the 57 good practices, a great majority of the participating NGOs always or often adopted
the practices of “having all major policy and strategy discussions in line with organisation’s
missions and vision” (92%) and “board-management maintaining a trustful relationship and
constructive partnership” (92%).

Ranging from 85% to 89% of the participating NGOs always or often adopted the practices
such as “sharing a common understanding of organisation’s mission among all board
members” (89%), “the board working with management to ensure timely and independent
financial audit” (88%), “being able to resolve differences, build consensus and reach
compromise in a positive way” (88%), “enforcing policies on managing conflicts of interest
of Board / committee members” (88%), “having the board members see the connection
between what they do and the positive impact on the beneficiaries” (87%), “giving the top-tier
management enough authority and responsibility to lead the staff and manage the organisation,
and is conscious to avoid micro-management” (86%), “understanding regulatory and funding
requirements to safeguard operation compliance” (85%) and “working with the management
to review financial statements regularly” (85%).

Among the three dimensions of governance health, good practices in the functional dimension
of Board Role Execution are more readily adopted with 7 out of the top 10 most frequently
adopted practices in this dimension.

The top 10 most frequently adopted good practices vary between big and small NGOs. One
of the strengths of those participating NGOs with an annual total expenditure of less than or
equal to HK$20 million, was that 87% expressed that a culture of trust, commitment,
openness and transparency always or often existed among board members.

Of those participating NGOs with an annual total expenditure of more than HK$20 million,
the Boards adopted more practices on functional procedures and leadership, with around
90% stated that calendar of board / committee meetings / non-meeting activities was always
often set and distributed for the year to allow board members to schedule and commit their
participation (90%), board always or often proactively provided expertise, external access or
influence needed to accomplish organisational goals (89%) and board leadership always or
often strengthened the performance of their organisations (88%).

The 14 good practices that were adopted most frequently (% of NGOs reporting “always”
and “often”) are listed in the table below:
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Table 5.2.1 The 10 most frequently adopted good practices (% of always and often)
Annual expenditure
<=HK$20m >HKS$20m

E

A

4.1

9.1

4.1

6.1

8.1

6.1

8.2

9.1

6.1

52

93

8.1

3.1

53

) ) i cussi 1 line wi
All major policy and strategy discussions are in line with
your organisation’s mission and vision.

Board-management maintains a trustful relationship and
constructive partnership.

All board members share a common understanding of
your organisation's mission.

Board works with management to ensure timely and
independent financial audit.

Board is able to resolve differences, build consensus and
reach compromise in a positive way.

Policies on managing conflict of interest of Board /
committee members are enforced.

Board members see the connection between what they
do and the positive impact on the beneficiaries.

Board gives the top-tier management enough authority
and responsibility to lead the staff and manage your
organisation and is conscious to avoid
micro-management.

Board understands regulatory and funding requirements
to safeguard operation compliance.

Board works with the management to review financial
statements regularly.

Board leadership strengthens the performance of your
organisation.

A culture of trust, commitment, openness and
transparency exists among board members.

Calendar of board / committee meetings / non-meeting
activities is set and distributed for the year to allow
board members to schedule and commit their
participation.

Board proactively provides expertise, external access or
influence needed to accomplish organisational goals.

No. of participating NGOs

92%

92%

90%

88%

91%

88%

88%

85%

86%

87%

33

93%

92%

86%

89%

89%

86%

95%

88%

90%

89%

17

All
NGOs

92%

92%

89%

88%

88%

88%

87%

86%

85%

85%

50

Note: E-Elements, A-Aspects. 1 Board Composition (1.1-The Set-up, 1.2-The Team Mix), 2 Board Structure (2.1-the Design, 2.2-Delegation &
Delineation of Authority), 3 Board Processes (3.1-Meeting Efficiency & Effectiveness), 4 Steer Mission & Direction (4.1-Shape Mission & Vision,
4.2-Involve in Strategic Planning), 5 Ensure Executive Leadership & Resource (5.1-Support Top Tier Executive, 5.2-Ensure Adequate Financial
Resource, 5.3-Provide Expertise & Access), 6 Monitor Organisational Risk & Performance (6.1-Oversee Risk & Compliance, 6.2-Ensure
Accountability to Stakeholders, 6.3-Monitor Performance), 7 Board Development (7.1-Recruitment, 7.2-Capacity Building, 7.3-Succession Planning),
8 Board Engagement (8.1-Positive Culture, 8.2-Foster Involvement and Commitment), 9 Board Leadership (9.1-Constructive Partnership with
Management, 9.2-Monitor Board Performance, 9.3 Impact of Board Leadership)
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The 10 Least Frequently Adopted Good Practices

527

528

529

5.2.10

5211

5.2.12

Apart from listing the good practices frequently adopted by the participating NGOs, it is
worth exploring the good practices that were not frequently adopted. Of the 57 good
practices, about one-third of the participating NGOs seldom or never adopted the practices
of “having discussions and processes on succession planning to recruit and develop potential
board leaders” (36%), assessing and giving feedback to all members by the board regularly
to enhance their participation and contribution(33%), providing continuous and collective
learning opportunities to board members (32%) and reviewing risk assessments compiled by

management that acknowledges potential risks and approves mitigation plans by the board
(30%).

Ranging from 25% to 29% of the participating NGOs seldom or never adopted the practices
such as “having board members spend time together outside board meetings to know each
other and enhance bonding” (29%), working with management to set performance targets
with reference to peer organisations by the board (29%), “having formal processes to recruit
and nominate members with clear evaluative criteria” (28%), conducting documented
evaluation on top-tier management performance at least annually against pre-defined criteria
and process (25%), “having conscious engagement efforts to enhance individual board
members' understanding and participation” (25%) and conducting periodical assessment to
evaluate and identify ways to improve its governance performance (25%).

Among the three dimensions of governance health, good practices in the interactive
dimension of Board Dynamics and Behaviour are relatively less adopted, with 7 out of the top
10 least frequently adopted practices in this dimension.

Big and small NGOs vary more in their list of least adopted good practices. Of those
participating NGOs with an annual total expenditure of less than or equal to HK$20 million,
over 30% expressed that the board seldom or never had annual documented evaluation on
top-tier management performance Documented (31%) nor a systematic process for
identifying the governance skills to lead your organisation (30%) and used a mix of ad-hoc,
advisory and standing committees to exercise different governance functions (29%).

Of those participating NGOs with an annual total expenditure of more than HK$20 million,
around 19% stated that the board seldom or never translated strategic plan into oversight
responsibilities for the board / committee(s) to follow through.

Of the 57 good practices, 13 good practices that were adopted least frequently (% of NGOs
reporting “seldom” and “never”) are listed in the table below:
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Table 5.2.2 The 10 least frequently adopted good practices (% of seldom and never)
. Annual expenditure All
E A Good practices

> <=HK$20m >HK$20m NGOs

Succession planning is discussed and processes are in
place to recruit and develop potential board leaders.
Board regularly assesses and gives feedback to all

9 | 9.2 'members to enhance their participation and 32% 35% 33%
contribution.

Continuous and collective learning opportunities are
provided to board members.

Board reviews risk assessments compiled by
6 | 6.1 | management that acknowledges potential risks and 36% 20% 30%
approves mitigation plans.

Board members spend time together outside board

7 73 40% 27% 36%

7 7.2 36% 23% 32%

0, 0, 0
8 8l meetings to know each other and enhance bonding. 34% 20% 29%
Board works with management to set performance 0 0 0
6|63 targets with reference to peer organisations. 32% 23% 29%
7 71 Board has formal processes to recruit and nominate 3004 18% 28%

members with clear evaluative criteria.

Documented evaluation on top-tier management
5 | 5.1 |performance is done at least annually against 31% 25%
pre-defined criteria and process.

There are conscious engagement efforts to enhance
8 | 8.2 |individual board members' understanding and 24% 25%
participation.
Board conducts periodical assessment to evaluate and
identify ways to improve its governance performance.
Board has a systematic process for identifying the
governance skills to lead your organisation.

Board uses a mix of ad-hoc, advisory and standing
committees to exercise different governance functions.

Board translates strategic plan into oversight
4 | 4.2 | responsibilities for the board / committee(s) to follow 19%
through.

22% 25%
30%

29%

No. of participating NGOs 33 17 50

Note: E-Elements, A-Aspects. 1 Board Composition (1.1-The Set-up, 1.2-The Team Mix), 2 Board Structure (2.1-the Design, 2.2-Delegation &
Delineation of Authority), 3 Board Processes (3.1-Meeting Efficiency & Effectiveness), 4 Steer Mission & Direction (4.1-Shape Mission & Vision,
4.2-Involve in Strategic Planning), 5 Ensure Executive Leadership & Resource (5.1-Support Top Tier Executive, 5.2-Ensure Adequate Financial
Resource, 5.3-Provide Expertise & Access), 6 Monitor Organisational Risk & Performance (6.1-Oversee Risk & Compliance, 6.2-Ensure
Accountability to Stakeholders, 6.3-Monitor Performance), 7 Board Development (7.1-Recruitment, 7.2-Capacity Building, 7.3-Succession Planning),
8 Board Engagement (8.1-Positive Culture, 8.2-Foster Involvement and Commitment), 9 Board Leadership (9.1-Constructive Partnership with
Management, 9.2-Monitor Board Performance, 9.3 Impact of Board Leadership)

57



Agreement on Perceived Relevance

The 10 Highest Level of Agreement on Perceived Relevance

5.2.13

5214

5215

5.2.16

In general, the participating NGOs perceived that the listed good practices were relevant to
their organisations. A great majority of the participating NGOs agreed that the board’s
practices of “maintaining a trustful board-management relationship and constructive
partnership” (98%), “having a culture of trust, commitment, openness and transparency
among board members” (96%), sharing a common understanding of the organisation's
mission among board members (96%), major policy and strategy discussions in line with the
organisation’s mission and vision (95%), “being able to resolve differences, build consensus
and reach compromise in a positive way” (95%), working with the management to review
financial statements regularly (95%), following up on the implementations of its decision
(94%), giving the top-tier management enough authority and responsibility to lead the staff
and manage the organisation and is conscious to avoid micro-management (94%),
understanding regulatory and funding requirements to safeguard operation compliance (94%)
and “having meaningful discussions on strategic issues in the board meeting (94%) were
highly relevant to their organisations”.

Of those participating NGOs with an annual total expenditure of less than or equal to HK$20
million, over 90% agreed that the board’s practices of having the necessary skills,
enthusiasm, energy and time to provide leadership to the Board by current board leaders
(94%), having a shared understanding of their different roles and responsibilities in
governing and managing the organisation by the board and management respectively (93%),
and “having board members working as a team, taking collective responsibility for failures
and successes whereas the board is not dominated by a few individuals” (93%) were highly
relevant to their organisations.

Of those participating NGOs with an annual total expenditure of more than HK$20 million,
nearly all agreed that the board’s practices of receiving agenda and quality information well
in advance of meetings to encourage members to prepare for deliberations (98%), reviewing
and agreeing on the board size (98%), working with management to ensure timely and
independent financial audit (97%) and providing expertise, external access or influence
needed to accomplish organisational goals proactively (97%) were highly relevant to their
organisations.

Of the 57 good practices, 17 good practices that were perceived by the participating NGOs
to be the highest level of relevance to their organisations (% of NGOs reporting “strongly
agree” and “agree”) are listed in the table below:

Table 5.2.3 The 10 highest level of agreement on perceived relevance (% of strongly agree and agree)

E

9

8

A

9.1

8.1

Annual expenditure All
<=HK$20m >HK$20m NGOs
Board-management maintains a trustful relationship
and constructive partnership.

A culture of trust, commitment, openness and
transparency exists among board members.

98% 97% 98%

97% 96%
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E A Annual expenditure All
<=HK$20m >HK$20m NGOs
All board members share a common understanding of

0, 0

4141 your organisation's mission. 9% 96%

4 a1 A!I major pollcy anq strategy .dISCUSSIO!’lS. are in line 94% 97% 95%
with your organisation’s mission and vision.

8 81 Board is able to resqlve_ dlfferer_wc_:es, build consensus 95% 95%
and reach compromise in a positive way.

5 59 Board works with the management to review financial 93% 98% 95%
statements regularly.

3 31 ?:Ca;;cijofglows up on the implementation of its 98% 94%
Board gives the top-tier management enough authority

9 91 and re_spo_n3|b|I|ty to Iead_the staff aqd manage your 94% 94%
organisation and is conscious to avoid
micro-management.

6 6.1 Board understands _regulatory_ and funding requirements 96% 94%
to safeguard operation compliance.

3 31 523;(81 meeting has meaningful discussions on strategic 97% 94%
Board and management have a shared understanding of

9 | 9.1 |their different roles and responsibilities in governing 93%

and managing your organisation respectively.

Board / committee(s) receive(s) agenda and quality
3 | 3.1 |information well in advance of meetings to encourage 98%
members to prepare for deliberations.

Current Board leaders have the necessary skills,
9 | 9.3 |enthusiasm, energy and time to provide leadership to 94%
the Board.

Board works with management to ensure timely and

0,
661 independent financial audit. 7%
5 | 53 Board proactively provides expertise, external access or 97%
" linfluence needed to accomplish organisational goals.

Board is not dominated by a few individuals. Members
8 | 8.1 |work as a team, taking collective responsibility for 93%

failures and successes.
1 | 1.1 | Board reviews and agrees on the board size. 98%

No. of participating NGOs 33 17 50

Note: E-Elements, A-Aspects. 1 Board Composition (1.1-The Set-up, 1.2-The Team Mix), 2 Board Structure (2.1-the Design, 2.2-Delegation &
Delineation of Authority), 3 Board Processes (3.1-Meeting Efficiency & Effectiveness), 4 Steer Mission & Direction (4.1-Shape Mission & Vision,
4.2-Involve in Strategic Planning), 5 Ensure Executive Leadership & Resource (5.1-Support Top Tier Executive, 5.2-Ensure Adequate Financial
Resource, 5.3-Provide Expertise & Access), 6 Monitor Organisational Risk & Performance (6.1-Oversee Risk & Compliance, 6.2-Ensure
Accountability to Stakeholders, 6.3-Monitor Performance), 7 Board Development (7.1-Recruitment, 7.2-Capacity Building, 7.3-Succession Planning),
8 Board Engagement (8.1-Positive Culture, 8.2-Foster Involvement and Commitment), 9 Board Leadership (9.1-Constructive Partnership with
Management, 9.2-Monitor Board Performance, 9.3 Impact of Board Leadership)
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The 10 Lowest Level of Agreement on Perceived Relevance

5.2.17

and nominate members with clear evaluative criteria by the board (73%).

5.2.18

5.2.19

agree” and “agree”) are listed in the table below:

Comparatively, the participating NGOs indicated a relatively lower relevance to NGO
governance (% of agreement on perceived relevance less than 75%) on practices including
working with management to set performance targets with reference to peer organisations by
the board (64%), financial supporting or fundraising by board members to the organisations
(68%), providing continuous and collective learning opportunities to board members (70%),
assessing and giving feedback to all members to enhance their participation and contribution
by the board regularly (73%), “having discussion and processes of succession planning to
recruit and develop potential board leaders” (73%) and having formal processes to recruit

Of those participating NGOs with an annual total expenditure of less than or equal to HK$20
million, 72% reported that the board’s practice of giving committee assignments to potential
board leaders to gain experience and opportunity to lead was relevant to their organisations.

Of the 57 good practices, 15 good practices that were perceived by the participating NGOs
to be the lowest level of relevance to their organisations (% of NGOs reporting “strongly

Table 5.2.4 The 10 lowest level of agreement on perceived relevance (% of strongly agree and agree)

E A

6 6.3

5 52

7 7.2

9 92

7 7.3

7 71

8 82

2 22

6 6.1

Board works with management to set performance
targets with reference to peer organisations.

Board members financially support or fundraise for
your organisation.

Continuous and collective learning opportunities are
provided to board members.

Board regularly assesses and gives feedback to all
members to enhance their participation and
contribution.

Succession planning is discussed and processes are in
place to recruit and develop potential board leaders.

Board has formal processes to recruit and nominate
members with clear evaluative criteria.

There are conscious engagement efforts to enhance
individual board members' understanding and
participation.

Board uses a mix of ad-hoc, advisory and standing
committees to exercise different governance functions.

Board reviews risk assessments compiled by
management that acknowledges potential risks and
approves mitigation plans.

Documented evaluation on top-tier management
performance is done at least annually against
pre-defined criteria and process (e.g., a self-assessment,
written feedback or development plan).
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63%

64%

67%

2%

2%

70%

67%

70%

71%

Annual expenditure
<=HK$20m >HK$20m

65%

74%

7%

74%

75%

76%

All

NGOs

64%

68%

70%

73%

73%

73%

74%

75%

75%

76%



£ A
8 81
4 42
7 173
9 9.2
5 51

Board members spend time together outside board
meetings (e.g., a “retreat day” or an “away-day”) to
know each other and enhance bonding.

Board translates strategic plan into oversight
responsibilities for the board / committee(s) to follow
through.

Potential board leaders are given committee

assignments to gain experience and opportunity to lead.

Board conducts periodical assessment to evaluate and
identify ways to improve its governance performance.

Board provides development opportunities for top-tier
management according to their identified strengths and
weaknesses.

No. of participating NGOs

Annual expenditure All
<=HK$20m >HK$20m NGOs

78%
79%
2%
80%
80%
33 17 50

Note: E-Elements, A-Aspects. 1 Board Composition (1.1-The Set-up, 1.2-The Team Mix), 2 Board Structure (2.1-the Design, 2.2-Delegation &
Delineation of Authority), 3 Board Processes (3.1-Meeting Efficiency & Effectiveness), 4 Steer Mission & Direction (4.1-Shape Mission & Vision,
4.2-Involve in Strategic Planning), 5 Ensure Executive Leadership & Resource (5.1-Support Top Tier Executive, 5.2-Ensure Adequate Financial
Resource, 5.3-Provide Expertise & Access), 6 Monitor Organisational Risk & Performance (6.1-Oversee Risk & Compliance, 6.2-Ensure
Accountability to Stakeholders, 6.3-Monitor Performance), 7 Board Development (7.1-Recruitment, 7.2-Capacity Building, 7.3-Succession Planning),
8 Board Engagement (8.1-Positive Culture, 8.2-Foster Involvement and Commitment), 9 Board Leadership (9.1-Constructive Partnership with
Management, 9.2-Monitor Board Performance, 9.3 Impact of Board Leadership)
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Differences between Perceived Relevance and Adoption of Good Practices

The Top 5 Execution Gaps

5.2.20

5221

5.2.22

The execution gaps between the perceived relevance and the extent of adoption of the good
practices were examined (i.e. Gaps = % of Perceived Relevance - % of Adoption of
Practices).

The five good practices which had the biggest differences were identified. The results
suggested that, even though some best practices were perceived to be of high relevance to
the participating NGOs, they were not always or often adopted by the organisations.

These five practices included “capacity building” (i.e. provision of continuous and collective
learning opportunities to board members), “shaping mission and vision” (i.e. updating the
organisation’s mission and vision as necessary by the board), positive culture (i.e. spending
time together outside board meeting to know each other and enhance bonding by the board
members), monitoring board performance (i.e. assessing and giving feedback to all members
to enhance their participation and contribution) and succession planning (i.e. discussion and
processes on successful planning to recruit and develop potential board leaders).

Table 5.2.5 Differences between perceived relevance and adoption of good practices

E

A Perceived . Execution
Relevance Adoption Gaps

79 Contlnugus and collective learning opportunities 70% 23% 479,
are provided to board members.

41 Bgarq undertgkgs to update your organisation’s R49% 429, 429
mission and vision as necessary.
Board members spend time together outside board o o o

8.1 meetings to know each other and enhance bonding. 76% 36% 40%
Board regularly assesses and gives feedback to all

9.2 'members to enhance their participation and 73% 33% 40%
contribution.
Succession planning is discussed and processes are

7.3 | in place to recruit and develop potential board 73% 34% 39%
leaders.
No. of participating NGOs 33 17 50

Note: E-Elements, A-Aspects. 1 Board Composition (1.1-The Set-up, 1.2-The Team Mix), 2 Board Structure (2.1-the Design, 2.2-Delegation &
Delineation of Authority), 3 Board Processes (3.1-Meeting Efficiency & Effectiveness), 4 Steer Mission & Direction (4.1-Shape Mission & Vision,
4.2-Involve in Strategic Planning), 5 Ensure Executive Leadership & Resource (5.1-Support Top Tier Executive, 5.2-Ensure Adequate Financial
Resource, 5.3-Provide Expertise & Access), 6 Monitor Organisational Risk & Performance (6.1-Oversee Risk & Compliance, 6.2-Ensure
Accountability to Stakeholders, 6.3-Monitor Performance), 7 Board Development (7.1-Recruitment, 7.2-Capacity Building, 7.3-Succession Planning),
8 Board Engagement (8.1-Positive Culture, 8.2-Foster Involvement and Commitment), 9 Board Leadership (9.1-Constructive Partnership with
Management, 9.2-Monitor Board Performance, 9.3 Impact of Board Leadership)
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Analysis of >80% of Perceived Relevance and >20% of Execution Gaps

5223 The good practices with over 80% of agreement on perceived relevance and over 20% of
execution gaps (i.e. the differences between the perceived relevance and the adoption of the
good practices (always and often) were identified.

5224 The results suggested that, even though some best practices were perceived to be of high
relevance to the participating NGOs, they were not always or often adopted by the
organisations. These practices included shaping mission and vision (i.e. updating the
organisation’s mission and vision as necessary by the board), supporting top tier executive
(i.e. providing development opportunities for top-tier management according to their
identified strengths and weaknesses), monitoring board performance (i.e. conducting
periodical assessment to evaluate and identify ways to improve its governance performance),
capacity building (i.e. orientation for all new board members to understand the
organisation's programmes, finances, governance responsibilities and introduction to their
board colleagues), overseeing risk and compliance (i.e. reviewing risk assessments compiled
by management that acknowledges potential risks and approves mitigation plans) and the
team mix (i.e. a systematic process for identifying the governance skills to lead your
organisation).

Table 5.2.6 Perceived relevance and adoption of good practices of the board dynamics and behaviour

analysed by annual total expenditure

E A Annual expenditure All

<=HK$20m >HK$20m NGOs

4 41 Bgarq undertqk@s to update your organisation’s 43% 39% 429

mission and vision as necessary.
Board provides development opportunities for

5 | 5.1 top-tier management according to their identified 38% 37% 37%

strengths and weaknesses.
Board conducts periodical assessment to evaluate

9 | 9.2 and identify ways to improve its governance 41% 31% 37%

performance.
There is orientation for all new board members to

7 79 understand the organisation's programmes, 36% 25% 3%

finances, governance responsibilities and
introduction to their board colleagues.
Board reviews risk assessments compiled by

6 | 6.1 management that acknowledges potential risks and 31% 31% 31%

approves mitigation plans.

1 12 Board has a sy§tematic process for ic'lent.ifying the 36% 239 31%

governance skills to lead your organisation.

1 1.1 Board reviews and agrees on the board size. 29% 30% 29%

Potential board leaders are given committee

7 | 7.3 assignments to gain experience and opportunity to 30% 29% 29%

lead.
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E A Annual expenditure All
<=HK$20m >HK$20m NGOs
Board proactively seeks for and provides
7 7.1 | opportunities to potential recruits to familiarise 30% 22% 28%
with your organisation.
Board reviews timely the committee structure to
enhance governance control and functions.
Board has formal processes to recruit and
nominate members with clear evaluative criteria.
Board has preparedpess and planning of 229 31% 25%
succession for top-tier management.
Board leaders often reach out and approachable to
9 9.3 key stakeholders (including staff, service users and 21% 35% 25%
funders).
Board members act as effective representatives or
ambassadors for your organisation.
Board monitors and uses the performance results
to inform de<31s10‘ns on strategic planmng, ‘ 4% 20% 29%
resources allocation, and evaluation of the top-tier
management.
The terms of reference of committees clearly
2 | 2.2 | define their authority, roles and responsibilities, 23% 16% 21%
reporting and accountability requirements.
Board members' term limits effectively balance the
1 1.1 "need for new members / skills" and the "retention 26% 11% 21%
of experienced directors".
Board ensures that stakeholder perspectives and

30% 20% 27%

29% 23% 26%

25% 24% 24%

6 | 6.2 feedbacks are used to inform strategy and resource 18% 25% 20%
allocation.
Board proactively provides expertise, external

5 | 5.3 access or influence needed to accomplish 22% 8% 18%

organisational goals.
Board supports management in preparing /
reviewing multi-year financial plan through robust

5 | 5.2 discussion of resource allocation, funding plans 21% 7% 16%
and investment objectives in context of strategic
goals.
No. of participating NGOs 33 17 50

Note: E-Elements, A-Aspects. 1 Board Composition (1.1-The Set-up, 1.2-The Team Mix), 2 Board Structure (2.1-the Design, 2.2-Delegation &
Delineation of Authority), 3 Board Processes (3.1-Meeting Efficiency & Effectiveness), 4 Steer Mission & Direction (4.1-Shape Mission & Vision,
4.2-Involve in Strategic Planning), 5 Ensure Executive Leadership & Resource (5.1-Support Top Tier Executive, 5.2-Ensure Adequate Financial
Resource, 5.3-Provide Expertise & Access), 6 Monitor Organisational Risk & Performance (6.1-Oversee Risk & Compliance, 6.2-Ensure
Accountability to Stakeholders, 6.3-Monitor Performance), 7 Board Development (7.1-Recruitment, 7.2-Capacity Building, 7.3-Succession Planning),
8 Board Engagement (8.1-Positive Culture, 8.2-Foster Involvement and Commitment), 9 Board Leadership (9.1-Constructive Partnership with
Management, 9.2-Monitor Board Performance, 9.3 Impact of Board Leadership)
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5.3 Analysis of Adoption of Good Practices

Analysis by Aspects

531

53.2

The two elements that had the highest degrees of adoption of good practices were “Board
Processes” (78.8%) and “Steer Mission & Direction” (71.7%).

Across the 21 aspects, the two that had the highest degrees of adoption of good practices
were “Board Leadership — Constructive Partnership with Management” (86.8%) and “Board
Processes — Meeting Efficiency & Effectiveness” (78.8%). The two aspects that had the
lowest degrees of adoption were “Board Leadership — Monitor Board Performance” (36.4%)
and “Board Development - Capacity building” (37.4%).

Chart 5.3.1 Adoption of good practices analysed by aspects

100%
80%
60%
40%
20%

0%

100%
80%
60%
40%
20%

0%

Board Composition

Board Structure

Board Processes

78.8
60.6% 66.1% 66.9% 58.4% %
Board The Set-up  The Team Mix Board The Design  Delegation & Board Processes Meeting
Composition Structure Delineation of Efficiency &
Authority Effectiveness

Steer Mission & Direction

Ensure Executive Leadership

& Resource
74.4% 69.0% 67.4% 70.6%
* . a7 .0/0
52.6%

Steer Steer Involve in Ensure Support Ensure Provide
Mission & Mission & Strategic Executive Top Tier Adequate Expertise &
Direction Direction Planning Leadership & Executive Financial Access

Resource Resource
Board Development Board Engagement
0 71.4% 65.9%
50.1% 37.4% 41.0%
Board Recruitment  Capacity Succession Board Positive Culture Foster
Development Building Planning Engagement Involvement &

Commitment
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Monitor Organisational Risk &

Performance
o,
T 60.6% 59.2%
Monitor IOverseeRisk&l Ensure Monitor

Organisational Compliance Accountability Performance

Risk & to
Performance Stakeholders
Board Leadership
0,
L 76.2%
36.4%
Board Constructive Monitor Impact of
Leadership  Partnership Board Board
With Performance Leadership
Management



Analysis by Annual Total Expenditure

5.3.3

5.3.4

535

Regarding the board design and processes, significantly higher proportions of the
participating NGOs with an annual total expenditure of more than HK$20 million always or
often adopted good practices in the aspect of the delegation and delineation of authority
under the element of the board structure (75.2% vs 49.8%) and the set-up under the element
of the board composition (71.2% vs 55.1%), as compared to those with an annual total
expenditure of less than or equal to HK$20 million (ps < .05).

Regarding the board role execution, significantly higher proportions of the participating
NGOs with an annual total expenditure of more than HK$20 million always or often
adopted good practices in the aspect of providing expertise and access (78.9% vs 66.3%)
and ensuring adequate financial resource (77.6% vs 62.1%) under the element of ensuring
executive leadership and resource, as compared to those with an annual expenditure total of
less than or equal to HK$20 million (ps < .05).

Regarding the board dynamics and behaviour, significantly higher proportions of the
participating NGOs with an annual total expenditure of more than HK$20 million always or
often adopted good practices in the aspect of the recruitment (60.2% vs 45.0%) and capacity
building (48.2% vs 31.8%) under the element of the board development, as compared to
those with an annual total expenditure of less than or equal to HK$20 million (ps < .05). In
other words, those NGOs with an annual expenditure of less than or equal to HK$20 million
had lower proportions to adopt good practices in the aspect of capacity building (31.8%) and
recruitment (45.0%) under the element of the board development.
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Table 5.3.2 Adoption of good practices analysed by annual total expenditure

Board Design & Processes !

Board Composition !

1.1 The Set-up !

1.2 The Team Mix

Board Structure !

2.1 The Design

2.2 Delegation & Delineation of Authority !
Board Processes

3.1 Meeting Efficiency & Effectiveness

Board Role Execution

Steer Mission & Direction

4.1 Shape Mission & Vision

4.2 Involve in Strategic Planning

Ensure Executive Leadership & Resource !
5.1 Support Top Tier Executive

5.2 Ensure Adequate Financial Resource !
5.3 Provide Expertise & Access !

Monitor Organisational Risk & Performance
6.1 Oversee Risk & Compliance

6.2 Ensure Accountability to Stakeholders
6.3 Monitor Performance

Board Dynamics & Behaviour

Board Development !

7.1 Recruitment !

7.2 Capacity Building

7.3 Succession Planning

Board Engagement

8.1 Positive Culture

8.2 Foster Involvement & Commitment
Board Leadership

9.1 Constructive Partnership with Management

9.2 Monitor Board Performance
9.3 Impact of Board Leadership

No. of participating NGOs

Annual expenditure

<=HK$20m >HKS$20m

63.6%
58.9%
55.1%
62.7%
56.2%
62.7%
49.8%
75.7%
75.7%

64.2%
69.9%
73.3%
66.4%
59.4%
49.7%
62.1%
66.3%
63.5%
75.0%
58.1%
57.3%

57.4%
37.6%
45.0%
31.8%
36.0%
68.6%
73.3%
63.9%
65.9%
86.7%
34.9%
76.1%

33

72.7%

75.1%

84.8%
84.8%

72.0%
75.2%
76.5%
73.9%

58.3%

69.2%
79.4%
65.5%
62.8%

63.1%

50.7%
68.7%
67.7%
69.6%
67.5%
86.9%
39.2%
76.3%

17

All

NGOs
68.3%
63.4%
60.6%
66.1%
62.7%
66.9%
58.4%
78.8%
78.8%

66.9%
71.7%
74.4%
69.0%
63.5%
52.6%
67.4%
70.6%
65.4%
76.5%
60.6%
59.2%

59.3%
42.8%
50.1%
37.4%
41.0%
68.6%
71.4%
65.9%
66.4%
86.8%
36.4%
76.2%

50

Note 1: Statistically significant differences were found among two groups of annual total expenditure (p < .05)
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6.1 Board Governance Areas

6.1.1

'“XRT_

Board Governance Areas

Chapter Six

Board members of the participating NGOs were asked to indicate their levels of satisfaction

on 11 board governance areas in a 5-point Likert Scale, with “1” representing “very
unsatisfied” and “5” representing “very satisfied” and the perceived impact on the overall
organisation performance in a 5-point Likert Scale with “1” representing “very low” and “5”
representing “very high”.

Table 6.1.1 Descriptions of 11 board governance areas

Commitment to Mission and
Vision
Direction and Leadership

Providing Adequate Financial
Resources and Oversight

Ensuring Integrity, Ethics
and Legal Compliance
Monitoring Risks and

Organisational Performance

Supportive and Constructive
Relationship between Board
and Management

Stakeholder Representation
and Accountability

Disclosure and Transparency
to the Public

Community Relations and
Outreach Efforts

Board Effectiveness

Learning and Continuous
Improvement

Board has a shared understanding of and commitment to ensure the Vision,
Mission, and Values (VMV) are relevant and being delivered effectively
and sustainably.

Board provides strategic leadership to ensure there are appropriate
strategies to achieve its aims.

Board oversees financial management and resources development to ensure
financial sustainability and accountability.

Board acts with integrity, adopts values of diversity, equality, inclusion, and
justice, and complies with all regulatory and legal requirements to ensure
service quality and protection of users and staff.

Board ensures effective management, control and risk-assessment systems,
and monitors its risks to ensure that the organisation achieves its
performance.

Board trusts, supports and builds strong partnership with top tier
management, ensuring effective executive leadership and accountability to
governance.

Board ensures that stakeholders interests are addressed and balanced, that
the organisation has the legitimacy in representing its beneficiaries and
stakeholders; and that its work and impact are appreciated by all its
stakeholders.

Board leads in cultivating a culture of openness within the organisation,
and ensures that it takes seriously its responsibility for building public trust
and confidence in its work, such as publishing performance information.
Board embraces its role as the ambassador for the organisation to reach out
to and build networks with stakeholders and the public for the organisation.
Board works as an effective team, using appropriate balance of skills,
experience, background and knowledge to provide the insight, wisdom and
judgement required.

Board regularly reflects on its performances and is conscious of enhancing
members’ governance role to lead and bring about positive impacts on the
overall effectiveness of the organisation’s performances.
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6.2 Level of Satisfaction on the Board Governance Areas

621 More than three-quarters of the participating NGOs indicated satisfaction with their
governance in the areas of “Ensuring Integrity, Ethics and Legal Compliance” (93.4%),
“Commitment to Mission and Vision” (91.1%), “Supportive and Constructive Relationship
between Board and Management” (89.6%), “Board Effectiveness” (82.2%), “Providing
Adequate Financial Resources and Oversight” (81.0%), “Direction and Leadership” (77.8%),
“Disclosure and Transparency to the Public” (76.9%) and “Monitoring Risks and
Organisational Performance” (75.1%).

622 Only around two-thirds of the participating NGOs were satisfied with “Community
Relations and Outreach Efforts (68.7%) and “Stakeholder Representation and Accountability
(65.4%). It is worth noting that “Learning and Continuous Improvement” (51.7%) was the
one area with which the smallest numbers of the participating NGOs indicated satisfaction.

623 |t is worth noting that, in comparison with NGOS with an annual total expenditure of less
than or equal to HK$20 million, those participating NGOs with an annual total expenditure
of more than HK$20 million were more satisfied with the areas of “Providing Adequate
Financial Resources and Oversight” (92.4% vs 75.2%) and “Monitoring Risks and
Organisational Performance” (84.1% vs 70.4%) (ps < .05).

Table 6.2.1 Level of satisfaction (% of very satisfied and satisfied) on the board governance areas

analysed by annual total expenditure

Annual expenditure All
<=HK$20m >HK$20m NGOs
Commitment to Mission and Vision 89.3% 94.6% 91.1%
Direction and Leadership 76.2% 81.0% 77.8%
Providing Adequate Financial Resources and Oversight * 75.2% 81.0%
Ensuring Integrity, Ethics and Legal Compliance 93.4% 93.6% 93.4%
Monitoring Risks and Organisational Performance * 70.4% 75.1%
ﬁ/lljpportlve and Constructive Relationship between Board and 90.5% 87.9% 89.6%

anagement

Stakeholder Representation and Accountability 62.5% 70.8% 65.4%
Disclosure and Transparency to the Public 73.5% 83.5% 76.9%
Community Relations and Outreach Efforts 67.3% 71.2% 68.7%
Board Effectiveness 82.9% 80.7% 82.2%
Learning and Continuous Improvement 49.6% 55.8% 51.7%

No. of participating NGOs 33 17 50

Note 1: Statistically significant differences were found among two groups of annual total expenditure (p < .05)
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6.3 Perceived Impact on the Overall Organisational

6.3.1

6.3.2

6.3.3

Performance

More than three-quarters of the participating NGOs indicated very high or high level of
perceived impact on their overall organisational performance in the areas of “Supportive and
Constructive Relationship between Board and Management” (94.8%), “Ensuring Integrity,
Ethics and Legal Compliance” (94.5%), “Board Effectiveness” (89.9%), “Providing
Adequate Financial Resources and Oversight” (89.2%), “Direction and Leadership” (87.5%),
“Commitment to Mission and Vision” (86.9%), “Monitoring Risks and Organisational
Performance” (85.1%), “Disclosure and Transparency to the Public” (78.0%) and
“Community Relations and Outreach Efforts” (77.8%).

Over two-thirds of the participating NGOs indicated very high or high level of perceived
impact on their overall organisational performance in terms of “Learning and Continuous
Improvement” (72.4%) and “Stakeholder Representation and Accountability” (70.6%).

It is worth noting that, in comparison with NGOs with an annual total expenditure of less
than or equal to HK$20 million, higher proportions of those participating NGOs with an
annual total expenditure of more than HK$20 million indicated very high or high level of
impact on their overall organisational performance in the areas of “Ensuring Integrity, Ethics
and Legal Compliance” (98.8% vs 92.2%), “Monitoring Risks and Organisational
Performance” (93.6% vs 80.7%) and “Stakeholder Representation and Accountability”
(84.3% vs 63.5%) (ps <.05).

Table 6.3.1 Perceived impact on the overall organisational performance (% of very high and high) on

the board governance areas analysed by annual total expenditure

Annual expenditure All
<=HK$20m >HK$20m NGOs
Commitment to Mission and Vision 84.2% 92.2% 86.9%
Direction and Leadership 85.8% 90.8% 87.5%
Providing Adequate Financial Resources and Oversight 86.1% 95.3% 89.2%
Ensuring Integrity, Ethics and Legal Compliance * 92.2% 94.5%
Monitoring Risks and Organisational Performance ! 80.7% 85.1%
Supportive and Constructive Relationship between Board and 93.8% 96.7% 94.8%
Management
Stakeholder Representation and Accountability * 63.5% 70.6%
Disclosure and Transparency to the Public 74.9% 83.9% 78.0%
Community Relations and Outreach Efforts 77.2% 79.0% 77.8%
Board Effectiveness 88.8% 92.0% 89.9%
Learning and Continuous Improvement 69.1% 78.7% 72.4%
No. of participating NGOs 33 17 50

Note 1: Statistically significant differences were found among two groups of annual total expenditure (p < .05)
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6.4 Difference between Satisfaction Level and Perceived
Impact on the Overall Organisational Performance

641 91.1% of the participating NGOs were satisfied with their commitment to mission and
vision which 86.9% perceived this governance area had very high or high level of impact on
their overall organisational performance. The results indicated that the NGOs performed
better as compared to their perceived impacts on this governance area.

642 Apart from the commitment to mission and vision, the participating NGOs stated that their
satisfaction level were lower than the perceived governance impact in the other 10
governance areas. The notable differences were recorded in the governance areas of
“Learning and Continuous Improvement” (20.7%) and “Monitoring Risks and
Organisational Performance” (10.0%).

Chart 6.4.1 Level of satisfaction (% of very satisfied and satisfied) and perceived impact (% of very high

and high) on the overall organisational performance
% of Impact on the overall

% of Satisfied Organisational performance
89.6% | Supportive argiog::’n::]rgcl\t/il\;i:;eelﬂznr?tship between
Ensuring Integrity, Ethics and Legal Compliance 94.5%
82.2% Board Effectiveness | 89.9%
81.0% | Providing Adequate Financial Resources and Oversight“ 89.2%
77.8% Direction and Leadership | 87.5%
Commitment to Mission and Vision 1 86.9%
75.1% | Monitoring Risks and Organisational Performance | 85.1%
76.9% Disclosure and Transparency to the Public 78.0%
68.7% Community Relations and Outreach Efforts 77.8%
51.7% Learning and Continuous Improvement | 72.4%
65.4% Stakeholder Representation and Accountability 70.6%
100% 80% 60% 40% 20% 0% 0% 20% 40% 60% 80% 100%
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Table 6.4.2 Differences between satisfaction level and perceived impact on the overall organisational

performance
Overall organisational ;
performance Differences
. . (Satisfaction =~ (Impact >
Satisfaction Impact > Impact)  Satisfaction)
Commitment to Mission and Vision 91.1% 86.9%
Direction and Leadership 77.8% 87.5% 9.7%

Providing Adequate Financial Resources

; 81.0% 89.2% 8.2%
and Oversight
Ensurlr_lg Integrity, Ethics and Legal 93.4% 94 5% 1.0%
Compliance
Monitoring Risks and Organisational 75 1% 85.1%
Performance
Supportive and Constructive Relationship 89.6% 94.8% 5204
between Board and Management
Stakeholde_r _Representatlon and 65.4% 70.6% 5 204
Accountability
Disclosure and Transparency to the Public 76.9% 78.0% 1.1%
(E:?f?rr:;unlty Relations and Outreach 68.7% 77 8% 9.1%
Board Effectiveness 82.2% 89.9% 7.7%
Learning and Continuous Improvement 51.7% 72.4%
No. of participating NGOs 50 50
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NGO Governance Health Index

Chapter Seven

7.1 Construction of NGO Governance Health Index

711

7.1.2

7.13

7.1.4

For the purpose of data analysis and comparison, indexes are often developed to combine
multiple question items in describing a single conceptual construct (Babbie, 2008). An index
is constructed by adding the scores assigned to multiple items, with each item being treated
equally. Before constructing an index of NGO Governance Health, the assessment tool was
examined by a selected group of board chairs, agency heads, board members, experienced
social workers and researchers in the field, who were familiar with the concept of NGO
governance and research instruments in 2018. Further refinements were conducted to fit the
local contexts based on the results of the 2018 Assessment and feedbacks from participating
NGOs. The assessment tool adopted in this 2021 Study was considered acceptable by the
sector.

Based on the data collected from the 215 participating agency heads and board members, the
degrees of reliability of the good practices were assessed with reference to internal
consistency. Cronbach’s alpha coefficients for the nine elements were calculated, which
ranged between 0.7 and 0.8. As a Cronbach’s alpha coefficient of 0.7 or above is considered
an acceptable measure of the internal consistency of index statements (Santos, 1999), the
data collected from this 2021 Study demonstrate high degrees of reliability among the 57
good practices.

The degree of adoption of good practices is rated in a 5-point Likert Scale, with “1”
representing “never adopting the good practices” and “5” representing “always adopting the
good practices”. The index scoring is compiled by assigning equal weights for each aspect,
element and dimension:

O  equal weights were assigned for all good practices; the average scores of the 21
aspects were compiled;

O equal weights were assigned for all aspects; the average scores of the nine elements
were compiled; and

O equal weights were assigned for all elements; the average scores of three dimensions
were compiled.

The average scores of the three dimensions, nine elements and 21 aspects were compiled.
The index is the first step in the effort to construct a comprehensive tool for gauging NGO
governance health.
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7.2 Average Scores of NGO Governance Health Index

721 The average score of NGO Governance Health Index was 3.81 in a 5-point scale.

722 The average scores of the nine elements ranged from 3.35 to 4.08, as shown in the diagram
below:

Chart 7.2.1 NGO Governance Health Index
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Analysis by Aspects

723 Of the nine elements, the two most frequently adopted good practices were “Board
Processes” (4.08) and “Steer Mission & Direction” (3.96); and the three least frequently
adopted good practices were “Board Development” (3.35), “Monitor Organisational Risk &
Performance” (3.80) and “Board Leadership” (3.80).

7.24

Of the 21 aspects, the two most frequently adopted good practices were “Board Leadership -

Constructive Partnership with Management” (4.16) and “Board Processes — Meeting
Efficiency & Effectiveness” (4.08); and the two least frequently adopted good practices
were “Board Development - Capacity Building” (3.26) and “Board Leadership — Monitor

Board Performance” (3.26).

Chart 7.2.2 NGO Governance Health Index analysed by aspects
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Analysis by Annual Total Expenditure of NGOs

7.25

7.2.6

7.27

7.2.8

7.2.9

7.2.10

Among the 33 participating NGOs with an annual expenditure of less than or equal to
HK$20 million, the two most frequently adopted aspects were “Board Leadership -
Constructive Partnership with Management” (4.12) and “Board Processes — Meeting
Efficiency & Effectiveness” (4.02); and the two least adopted aspects of the good practices
were “Board Development - Capacity Building” (3.11) and “Board Development —
Succession Planning” (3.14).

Among the 17 participating NGOs with an annual expenditure of more than HK$20 million,
the most frequently adopted three aspects of good practices were “Board Leadership -
Constructive Partnership with Management” (4.24), “Board Processes — Meeting Efficiency
& Effectiveness” (4.20) and “Ensure Executive Leadership & Resource — Provide Expertise
& Access” (4.20); and the two least frequently adopted areas of good practices were “Board
Leadership — Monitor Board Performance” (3.33) and “Board Development — Succession
Planning” (3.51).

Except in the aspect of positive culture under the element of the Board Engagement, the
participating NGOs with an annual expenditure of more than HK$20 million exhibited
higher scores in the 16 aspects.

In the contextual dimension of Board Design and Processes, significantly higher score of the
participating NGOs with an annual expenditure of more than HK$20 million was recorded
in the aspect of the delegation and delineation of authority under the element of the board
structure (4.08 vs 3.52), as compared to those with an annual expenditure of less than or
equal to HK$20 million (3.52) (p < .05).

In the functional dimension of Board Role Execution, significantly higher scores of the
participating NGOs with an annual expenditure of more than HK$20 million were recorded
in the aspect of providing expertise and access (4.20 vs 3.97), ensuring adequate financial
resource (4.03 vs 3.80) and supporting top tier executive (3.69 vs 3.39) under the element of
ensuring executive leadership and resource, as compared to those with an annual
expenditure of less than or equal to HK$20 million (ps < .05).

In the interactive dimension of Board Dynamics and behaviour, significantly higher scores
of the participating NGOs with an annual expenditure of more than HK$20 million were
recorded in the aspect of the recruitment (3.77 vs 3.38), capacity building (3.55 vs 3.11) and
succession planning (3.51 vs 3.14) under the element of the board development, as
compared to those with an annual expenditure of less than or equal to HK$20 million (ps
<.05).
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Table 7.2.3 NGO Governance Health Index analysed by annual total expenditure

Board Design & Processes !

Board Composition

1.1 The Set-up

1.2 The Team Mix

Board Structure !

2.1 The Design

2.2 Delegation & Delineation of Authority !
Board Processes

3.1 Meeting Efficiency & Effectiveness
Board Role Execution

Steer Mission & Direction

4.1 Shape Mission & Vision

4.2 Involve in Strategic Planning

Ensure Executive Leadership & Resource
5.1 Support Top Tier Executive !

5.2 Ensure Adequate Financial Resource
5.3 Provide Expertise & Access '
Monitor Organisational Risk & Performance
6.1 Oversee Risk & Compliance

6.2 Ensure Accountability to Stakeholders

6.3 Monitor Performance

Board Dynamics & Behaviour

Board Development !

7.1 Recruitment !

7.2 Capacity Building !

7.3 Succession Planning !

Board Engagement

8.1 Positive Culture

8.2 Foster Involvement & Commitment

Board Leadership

9.1 Constructive Partnership with Management
9.2 Monitor Board Performance

9.3 Impact of Board Leadership

1

1

No. of participating NGOs

Annual expenditure
<=HK$20m >HKS$20m

3.81
3.72
3.69
3.75
3.69
3.85
3.52
4.02
4.02
3.80
3.91
3.95
3.88
3.72
3.39
3.80
3.97
3.75
3.93
3.74
3.60
3.61
3.21
3.38
3.11
3.14
3.85
3.92
3.78
3.77
4.12
3.22
3.95

33

3.99
3.95
4.03

4.04

4.20
4.20
3.97
4.05
4.07
4.03

3.90
4.07
3.86
3.76
3.8

3.90
3.90
3.91
3.88
4.24
3.33
4.06

17

All
NGOs

3.90
3.81
3.78
3.85
3.81
3.92
3.71
4.08
4.08
3.86
3.96
3.99
3.93
3.81
3.49
3.88
4.05
3.80
3.98
3.78
3.65
3.67
3.35
3.51
3.26
3.27
3.87
3.91
3.82
3.80
4.16
3.26
3.99

50

Note 1: Statistically significant differences were found among two groups of annual total expenditure (p < .05)
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7.3 Average Scores of the Level of Satisfaction on the
Board Governance Areas

Analysis by Annual Total Expenditure of NGOs

731 The average scores of the level of satisfaction on the board governance areas were compiled
in a 5-point Likert Scale, with “1” representing “very unsatisfied” and “5” representing
“very satisfied”. Higher scores indicate higher level of satisfaction. An overall satisfaction
level was compiled by the average of the scores on 11 governance areas.

732 The participating NGOs self-rated the highest level of satisfaction on the governance area of
“Ensuring Integrity, Ethnics and Legal Compliance” (4.36) whereas the governance area of
“Learning and Continuous Improvement” (3.54) recorded the lowest level of satisfaction.

733 1In general, the participating NGOs with an annual expenditure of more than HK$20 million
exhibited higher level of satisfaction on 11 governance areas. It is worth noting that, in
comparison with NGOs with an annual expenditure of less than or equal to HK$20 million,
those participating NGOs with an annual expenditure of more than HK$20 million were
more satisfied with the areas of “Providing Adequate Financial Resources and Oversight”
(4.33 vs 3.92) and “Monitoring Risks and Organisational Performance” (4.13 vs 3.81) (ps
<.05).

Table 7.3.1 Average scores of the level of satisfaction on the board governance areas analysed by

annual total expenditure

Annual expenditure All
<=HK$20m >HK$20m NGOs

Commitment to Mission and Vision 4.22 4.31 4.25
Direction and Leadership 3.92 4.07 3.97
Providing Adequate Financial Resources and Oversight * 3.92 4.06
Ensuring Integrity, Ethics and Legal Compliance 431 4.46 4.36
Monitoring Risks and Organisational Performance * 3.81 3.92
Supportive and Constructive Relationship between Board 4.23 4.32 4.26
and Management
Stakeholder Representation and Accountability 3.64 3.90 3.73
Disclosure and Transparency to the Public 3.93 4.10 3.99
Community Relations and Outreach Efforts 3.80 3.93 3.85
Board Effectiveness 3.94 4.10 3.99
Learning and Continuous Improvement 3.47 3.66 3.54
Overall Satisfaction 3.93 4.12 3.99
No. of participating NGOs 33 17 50

Note 1: Statistically significant differences were found among two groups of annual total expenditure (p < .05)
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7.4 Analysis of NGO Governance Health Index and Level
of Satisfaction on the Board Governance Areas

741 Of the 50 participating NGOs, 27 NGOs had an average score of 4 or above whereas 23
NGOs had an average score below 4 for the overall level of satisfaction on the 11 board
governance areas.

742 Analysis of the two groups showed that except the aspect of “Ensuring Adequate Financial
Resource” and “Providing Expertise and Access”, those NGOs had scores of 4 or above
reported more frequently adopting board practices, as compared to those NGOs had scores
of below 4 (ps < .05).

Table 7.4.1 NGO Governance Health Index analysed by level of satisfaction on board governance areas

Level of satisfaction

All NGOs
Below 4 4 or above
Board Design & Processes * 3.68 3.9
Board Composition * 3.57 3.81
1.1 The Set-up ! 3.56 3.78
1.2 The Team Mix ! 3.58 3.85
Board Structure ! 3.58 3.81
2.1 The Design! 3.75 3.92
2.2 Delegation & Delineation of Authority ! 3.42 3.71
Board Processes ! 3.88 4.08
3.1 Meeting Efficiency & Effectiveness ! 3.88 4.08
Board Role Execution! 3.65 3.86
Steer Mission & Direction * 3.76 3.96
4.1 Shape Mission & Vision ! 3.72 3.99
4.2 Involve in Strategic Planning * 3.79 3.93
Ensure Executive Leadership & Resource ! 3.61 3.81
5.1 Support Top Tier Executive 3.14 3.49
5.2 Ensure Adequate Financial Resource 3.74 3.99 3.88
5.3 Provide Expertise & Access 3.95 4.13 4.05
Monitor Organisational Risk & Performance ! 3.74 3.98
6.1 Oversee Risk & Compliance ! 3.57 3.80
6.2 Ensure Accountability to Stakeholders * 3.54 3.78
6.3 Monitor Performance ! 3.42 3.65
Board Dynamics & Behaviour ! 3.40 3.67
Board Development 2.97 3.35
7.1 Recruitment 3.12 351
7.2 Capacity Building ! 2.93 3.26
7.3 Succession Planning ! 2.84 3.27
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Board Engagement ! 3.68 4.03 3.87
8.1 Positive Culture 3.75 4.06 3.92
8.2 Foster Involvement & Commitment ! 3.61 4.00 3.82
Board Leadership ! 3.57 4.00 3.80
9.1 Constructive Partnership with Management * 3.94 4.35 4.16
9.2 Monitor Board Performance ! 2.99 3.49 3.26
9.3 Impact of Board Leadership ! 3.77 4.17 3.99
No. of participating NGOs 23 27 50

Note 1: Statistically significant differences were found among two groups of annual total expenditure (p < .05)
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Chapter Eight

8.1 Dimensional Observations

Board Design & Processes

Board Composition

811 Board Composition, with an average score of 3.81, ranked middle among the nine elements.
Only about half of the participating NGOs always or often adopted the good practice of
having a systematic process for identifying the governance skills to lead the organisation,
despite that over three-quarters of the NGOs perceived the practice to be of relevance.

812 Furthermore, significantly higher proportion of the participating NGOs with an annual
expenditure of more than HK$20 million always or often adopted the good practice of
having limitation of board members’ term of office that can balance the need for new
members / skills and the retention of experienced directors effectively, as compared to those
with an annual expenditure of less than or equal to HK$20 million.

Board Structure

813 Board Structure, with an average score of 3.81, ranked middle among the nine elements.
Slightly over half of the participating NGOs always or often adopted the good practices of
reviewing the committee structure to enhance governance control and functions timely and
using a mix of ad-hoc, advisory and standing committees to exercise different governance
functions by the board, despite that over three-quarters of the NGOs perceived these
practices to be of relevance.

814 Furthermore, significantly higher proportions of the participating NGOs with an annual
expenditure of more than HK$20 million always or often adopted the good practices of
defining the terms of reference of committees clearly, using a mix of ad-hoc, advisory and
standing committees to exercise different governance functions by the board and reviewing
the committee structure to enhance governance control and functions timely, as compared to
those with an annual expenditure of less than or equal to HK$20 million.
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Board Processes

8.1.5

“Board Processes”, with an average score of 4.08, was the governance health element with
the highest average score among the other nine elements. Over three-quarters of the
participating NGOs reported that they always or often adopted such good practices of
well-planned meeting preparations, providing quality information, meaningful discussions
on strategic issues and following-up on the implementation of the board’s decision.

Board Role Execution

Steer Mission & Direction

8.1.6

8.1.7

“Steer Mission and Direction”, with an average score of 3.96, had the second highest
average score among the nine governance health elements. Over three-quarters of the
participating NGOs always or often adopted good international practices such as sharing a
common understanding of the organisation’s mission among board members, having major
policy and strategy discussions in line with the organisation’s mission; working with
management to design and participate in the strategic planning process and to review
strategic plan. It should be noted the rather significant misalignment between the perceived
relevance and actual adoption of the practice of updating the organisation’s missions and
visions, and of translating strategic plan into oversight responsibilities for the board and
committee to follow through. Less than half of the participating NGOs always or often
adopted these two practices.

Furthermore, significantly lower proportion of the participating NGOs with an annual
expenditure of less than or equal to HK$20 million always or often adopted the good
practice of having translated strategic plan into oversight responsibilities for the board and
committee to follow through (44%), as compared to those with an annual expenditure of
more than HK$20 million (58%).

Ensure Executive Leadership & Resource

8.1.8

8.1.9

“Ensure Executive Leadership and Resource”, with an average score of 3.81, ranked middle
among the nine elements. Though over two-thirds of the participating NGOs always or often
adopted the good practices of working with the management to review financial statements
regularly, providing expertise and external access proactively and supporting management in
preparing and reviewing multi-year financial plan. Less than half of the NGOs expressed
that their board always or often provided development opportunities for the top-tier
management and the board members financially supported or fundraised for the
organisations.

Furthermore, significantly higher proportions of the participating NGOs with an annual
expenditure of more than HK$20 million always or often adopted the good practices of
working with the management to review financial statements regularly, providing expertise,
external access or influence needed to accomplish organisational goals proactively and
supporting management in preparing and reviewing multi-year financial plan through robust
discussion of resource allocation, funding plans and investment objectives in context of
strategic goals, as compared to those with an annual expenditure of more than HK$20
million (58%).
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Monitor Organisational Risk & Performance

8.1.10

8.1.11

“Monitor Organisation Risk and Performance”, with an average score of 3.80, was the
weakest link in the board role execution dimension. Over 80% of the participating NGOs
always or often adopted the practices of working with management to ensure timely and
independent financial audit, having policies on managing conflict of interest, understanding
regulatory and funding requirements of safeguard operation compliance and knowing the
strengths and weaknesses of major programmes and core services. It should be noted that the
rather significant misalignment between the perceived relevance and actual adoption of the
practices of reviewing risk assessments compiled by management that acknowledged
potential risks and provided mitigation plans and working with management to set
performance targets with reference to peer organisations. Less than half of the participating
NGOs always or often adopted these two practices.

Furthermore, significantly higher proportion of the participating NGOs with an annual
expenditure of more than HK$20 million always or often adopted the good practice of
identifying key stakeholders and ensuring that performance results could be communicated
effectively to the stakeholders, as compared to those with an annual expenditure of more
than HK$20 million.

Board Dynamics & Behaviour

Board Development

8.1.12

8.1.13

“Board Development”, with an average score of 3.35, had the lowest average score among
the nine governance health elements. About one-third of the participating NGOs seldom or
never adopted the good practices of having discussion and processes of succession planning
to recruit and develop potential board leaders, providing continuous and collective learning
opportunities to board members and having formal processes to recruit and nominate
members with clear evaluative criteria.

Furthermore, significantly lower proportions of the participating NGOs with an annual
expenditure of less than or equal to HK$20 million always or often adopted the good
practices of having formal processes to recruit and nominate members with clear evaluative
criteria, having orientation for all new board members to understand the organisation's
programmes, finances, governance responsibilities and introduction to their board colleagues,
having provided continuous and collective learning opportunities to board members and
giving committee assignments to potential board leaders to gain experience and opportunity
to lead, as compared to those with an annual expenditure of more than HK$20 million.
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Board Engagement

8.1.14

8.1.15

Board Engagement, with an average score of 3.87, had the highest average score in this
dimension. Over 80% of the participating NGOs always or often resolved differences, built
consensus and reached compromise in a positive way, board members noticed the
connection between what they did and the positive impact on the beneficiaries among board
members, and had a culture of trust, commitment, openness and transparency among board
members.

It is worth noting that rather significant misalignment between the perceived relevance and
actual adoption of the practices of spending time together outside board meetings to know
each other and enhance bonding among board members, and having conscious engagement
efforts to enhance individual board members’ understanding and participation. Less than
half of the participating NGOs always or often adopted these two practices.

Board Leadership

8.1.16

8.1.17

8.1.18

8.1.19

Board Leadership, with an average score of 3.80, ranked middle among the nine elements.
Over 80% of the participating NGOs always or often maintained a trustful
board-management relationship and constructive partnership, gave the top-tier management
enough authority and responsibility, had the organisation’s performance strengthened by
board leaderships, had a shared understanding of the different roles and responsibilities of
the board and management in governing and managing the organisation respectively and
ensured that the current board leaders had necessary skills, enthusiasm, energy and time to
provide leadership to the board.

About one-third of the participating NGOs adopted the practice of “board regularly assesses
and gives feedback to all members to enhance their participation and contribution” (33%) and
Monitor Board Performance scored lowest (3.26) among all aspects of governance health.

It should be noted that the rather significant misalignment between the perceived relevance
and actual adoption of the practices of conducting periodical assessment to evaluate and
identify ways to improve its governance performance and providing assessment and
feedback to all members to enhance their participation and contribution. Less than half of
the participating NGOs always or often adopted these two practices.

Furthermore, significant lower proportion of the participating NGOs with an annual
expenditure of less than or equal to HK$20 million always or often conducted periodical
assessment to evaluate and identify ways to improve its governance performance (35%), as
compared to those with an annual expenditure of more than HK$20 million (49%).
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8.2 Overall Observations

Perceived Good Governance and Satisfaction with Performance

821 The average score of NGO Governance Health Index was 3.81 in a 5-point scale. The 50
participating NGOs reported that they generally agreed that these good practices were
relevant to their organisations.

822 For the three dimensions of NGO Governance Health Index, their scores were:
Board Design & Processes
O  Governance Health score: 3.90
O Adoption of good practices: 68.3%
Board Role Execution
O  Governance Health score: 3.86
O Adoption of good practices: 66.8%
Board Dynamics & Behaviour
O  Governance Health score: 3.67
O Adoption of good practices: 62.5%
8.2.3

More than three-quarters of the participating NGOs indicated satisfaction with their
governance:

O Ensuring Integrity, Ethics and Legal Compliance (93.4%)

O  Commitment to Mission and Vision (91.1%)

O Supportive and Constructive Relationship between Board and Management (89.6%)
O  Board Effectiveness (82.2%)

O  Providing Adequate Financial Resources and Oversight (81.0%)

O  Direction and Leadership (77.8%)

O Disclosure and Transparency to the Public (76.9%)

O Monitoring Risks and Organisational Performance” (75.1%)

The governance of the participating NGOs was generally in good health and the
NGOs were also satisfied with their organisational performance.
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Larger NGOs Exhibited Better Health Governance Structure and
Functions & Smaller NGOs Excelled in Engagement

8.2.4

825

As compared to those with an annual total expenditure of less than or equal to HK$20
million (ps < .05), significantly higher proportions of the participating NGOs with an annual
total expenditure of more than HK$20 million always or often adopted the good practices in
the following aspects:

O Board Structure: Delegation and Delineation of Authority (75.2%)
O  Board Composition: The Set-up (71.2%)

O  Ensure Executive Leadership & Resource: Provide Expertise and Access (78.9%) and
Ensure Adequate Financial Resource (77.6%)

O Board Development: Recruitment (60.2%) and Capacity Building (48.2%)
On the other hand, significantly higher proportion of the participating NGOs with an annual
total expenditure of less than or equal to HK$20 million always or often adopted the good

practice in positive board culture (73.3%), as compared to those with an annual total
expenditure of more than HK$20 million (p < .05).
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The Perceived Strengths in Board Governance

826 The three aspects of NGO Governance Health Index which attained the highest scores, and
were reported to have the good practices always or often adopted by the participating NGOs
were:

No. 1 Board Leadership: Constructive Partnership with the Management
Governance Health score: 4.16

Adoption of good practices: 86.8%

No. 2 Board Processes: Meeting Efficiency & Effectiveness
Governance Health score: 4.08

Adoption of good practices: 78.8%

No. 3 Monitor Organisational Risk & Performance: Oversee Risk & Compliance
Governance Health score: 3.98

Adoption of good practices: 76.5%

827 Though 86.8% of the participating NGOs (with a score of 4.16) reported that they always or
often adopted the good practices of "Constructive Partnership with the Management", it was
worth noting that only half (52.6%) of the participating NGOs (with a score of only 3.49)
always of often adopted good practices of Support Top Tier Executive.

828  Further, for Oversee Risk & Compliance, over three-quarters of the participating NGOs
always or often adopted the practices of “board works with management to ensure timely
and independent financial audit” (88%), “policies on managing conflict of interest of Board /
committee members are enforced” (88%) and “board understands regulatory and funding
requirements to safeguard operation compliance” (85%), however, less than half of the
participating NGOs always or often adopted the practice of “board reviews risk assessments
compiled by management that acknowledges potential risks and approves mitigation plans”
(44%).
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829 The governance areas with the highest level of self-rated satisfaction on the overall

organisational performance by the participating NGOs were:

No. 1 Ensuring Integrity, Ethics and Legal Compliance
Average score: 4.36

Level of satisfaction: 93.4%

No. 2 Supportive and Constructive Relationship between Board and Management
Average score: 4.26
Level of satisfaction: 89.6%

No. 3 Commitment to Mission and Vision
Average score: 4.25

Level of satisfaction: 91.1%

The perceived strengths and satisfaction in governance were having “constructive
partnership with management” and “meeting efficiency and effectiveness”.
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The Perceived Weaknesses in Board Governance

8210 The three aspects of NGO Governance Health Index which attained the lowest scores and
were reported to have their good practices always or often adopted by less than half of the
participating NGOs were:

No. 1 Board Leadership: Monitor Board Performance
Governance Health score: 3.26

Adoption of good practices: 36.4%

No. 2 Board Development: Capacity Building
Governance Health score: 3.26

Adoption of good practices: 37.4%

No. 3 Board Development: Succession Planning
Governance Health score: 3.27

Adoption of good practices: 41.0%

8211 The governance areas with the lowest level of self-rated satisfaction on their overall
organisational performance by the participating NGOs were:

No. 1 Learning and Continuous Improvement
Average score: 3.54

Level of satisfaction: 51.7%

No. 2 Stakeholder Representation and Accountability
Average score: 3.73
Level of satisfaction: 65.4%

No. 3 Community Relations and Outreach Efforts
Average score: 3.85

Level of satisfaction: 68.7%

The perceived weaknesses in governance health were lack of “monitoring in board

BN 1%

performance”, “capacity building” and “succession planning”.
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Execution Gaps in Governance Health

8.2.12

8.2.13

Governance health execution gaps are reflected in the disparity between the perceived
relevance of good practices (% of NGOs reporting “strongly agree or agree”) and the
frequency of adoption of the good practices (% of NGOs reporting “always or often”)
among the participating NGOs.

The top 5 governance health execution gaps are identified. These practices concerned board
Capacity Building - provision of continuous and collective learning opportunities to board
members; Shaping Mission And Vision - updating the organisation’s mission and vision as
necessary by the board; Positive Culture - spending time together outside board meeting to
know each other and enhance bonding by the board members; Monitoring Board
Performance - assessing and giving feedback to all members to enhance their participation
and contribution and Succession Planning - discussion and processes on successful planning
to recruit and develop potential board leaders.

Table 8.2.1 Differences between perceived relevance and adoption of good practices

Dimensions Good Practices Perceived Adoption Execution
Relevance Gap

Board Continuous and collective learning

Development  opportunities are provided to board 70% 239 47%
members.

Steer Mission =~ Board undertakes to update your

& Direction organisation’s mission and vision as 84% 42% 42%
necessary.

Board Board members spend time together

Engagement outside board meetings to know each 76% 36% 40%
other and enhance bonding.

Board Board regularly assesses and gives

Leadership feedback to all members to enhance 73% 33% 40%
their participation and contribution.

Board Succession planning is discussed and

Development  processes are in place to recruit and 739%, 349, 399,

develop potential board leaders.

The top two biggest governance health execution gaps were provision of
continuous and collective learning opportunities to board members, and updating
of the organisation’s mission and vision as necessary by the board.
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8.3 Recommendations

8.3.1

Aligning with the views collected from the participating NGOs and the analyses compiled,
the research team suggests several strategies for various stakeholders including board
members, staff of organisations, donors, beneficiaries, volunteers, policy makers, and the
community at large to consider for better NGO governance in Hong Kong:

(1) Review and match board composition and structure with organisational
development needs

©)

To put in place a systematic process for identify the governance skills to lead the
organisations

To review the committee structure to enhance governance control and functions
timely

To spend time to discuss the composition, performance and effectiveness of the
committees and the appropriate committee structure to match the organisation
needs and governance oversight

To ensure there is clear delegation of responsibilities and reporting between the
committees and the board

(2) Update mission and vision, and ensure follow-up of strategic plan

©)

©)

®)

To update the organisation’s mission and vision as necessary

To translate strategic plan into oversight responsibilities for the board committees
to follow through

To ensure that the board grows with the organisation

(3) Support talent development and succession planning of top-tier executives

©)

®)

To provide development opportunities for top-tier management according to the
identified strengths and weaknesses

To conduct evaluations on top-tier management performance annually with
pre-defined criteria and process

To prepare and plan the succession for top-tier management

(4) Monitor organisational risk and performance

©)

To review risk assessments compiled by management that acknowledges potential
risk and approves mitigation plans

To ensure that performance evaluation of the board should be done and reviewed
collectively and regularly

To work with the management to set performance targets with references to peer
organisations
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(5) Develop board recruitment and capacity building plans

©)

©)

©)

To outline capacity development objectives and formulate capacity building plans

To identify new board talents to understand the organisation programmes, finances
and governance responsibilities

To set formal processes with clear evaluative criteria to recruit and nominate new
talents

To provide continuous and collective learning opportunities to board members

(6) Develop and implement board succession planning

©)

©)

©)

To define the scope of succession plans and identify sources of recruiting board
talents

To recruit and develop potential board leaders

To provide committee assignments to potential board leaders to gain experience and
opportunity to lead

To cultivate and nurture board leaders

To review and revise succession plans periodically

(7) Nurture a positive board culture, and foster involvement and commitment

©)

To spend time together outside board meetings to know each other, share
experiences and enhance bonding among board members

To devote conscious engagement efforts to enhance individual board members’
understanding and participation

To continue a culture of trust, commitment, openness and transparency among
board members

To conduct periodical assessment of board performance and formulate plans for
improvement

To maintain a constructive partnership between board and management

(8) Monitor board performance regularly

®)

To conduct periodical assessment to evaluate and identify ways to improve its
governance performance

To assess and give feedback to all members to enhance their participation and
contribution regularly
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Annex 1 List of Good Practices on Governance Health

Dimension (I): Contextual Dimension - Board Design & Processes

ERE®D): FEIEE - EEESETOEFET

Element Aspect Good Board Practice or Status
JLER L EEYRFERSIAR
1. Board Composition 1.1 The Set-up 1. Board reviews and agrees on the 1. BT EEEEg
EHEHERK EEEWE board size. A o

2. Board members' term limits
effectively balance the "need for
new members / skills" and the
"retention of experienced directors".

2. EHREGNENEHIREA
Ey eI 110/ = Vs 30}
MR | K T R B AR
EEENRE -

1.2. The Team Mix
ExHE

3. Board has a systematic process
for identifying the governance skills
to lead your organisation.

3. EFERAMMIAH A
FEREFT AV E BT AL

&b
HE °

4. Board members bring a range of
perspectives to ensure that key
stakeholders' interests can be
reflected in the governance.

4. FREGMETAAFATE
FAE - WREERHED
Mzats A BAE IR E G
Eo

2. Board Structure
HE A

2.1 The Design
EBEG

5. Current committee is structured
to reflect the needs or priorities of
your organisation.

5. FRRFHYZ S G AUREIL T
PRI RR BB R B

6. Board reviews timely the
committee structure to enhance
governance control and functions.

6. EFEHRUHEZRE
At LANNGe e B R

ab
HE °

2.2 Delegation &
Delineation of
Authority

RAEEIE e

7. The terms of reference of
committees clearly define their
authority, roles and responsibilities,
reporting and accountability
requirements.

7. &7 B T RO AT
S E TR S - e
BT - BEHAIREER -

8. Board uses a mix of ad-hoc,
advisory and standing committees to
exercise different governance
functions.

8. EREIR S -
AR A G
5 LT R IR A -

3. Board Processes
EREEERET

3.1 Meeting
Efficiency &
Effectiveness

R SCREA R

9. Calendar of board / committee
meetings / non-meeting activities is
set and distributed for the year to
allow board members to schedule
and commit their participation.

9. HEKBHESY Z&
GEFGHRAY - DUTE
ERER R LIRS -

10. Board / committee(s) receive(s)
agenda and quality information well
in advance of meetings to encourage
members to prepare for
deliberations.

10. EFE LREMEETH
AR U A A TR &
T DLz 8 Ryatam(EAE
i o

11. Board meeting has meaningful
discussions on strategic issues.

11 EFFETHGIRIEE
HIFEEZRET R -

12. Board follows up on the
implementation of its decisions.

12. EHEEGREEAERN
BUTIEMN °
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Dimension (II): Functional Dimension - Board Role Execution

EREAD: LIREEE - EEGETAG

Element

e

Aspect
Hil

Good Board Practice or Status

HEGRFEHGINL

4, Steer Mission &
Direction

ot (tan KT A
e

4.1 Shape Mission
& Vision

13. All board members share a
common understanding of your

13. FrAEE GRS
(a7 H I -

STE My & organisation's mission.
14. All major policy and strategy 14. A B KBS A SRR HY
discussions are in line with your S e E T A MR 1 {5 o 1B
organisation’s mission and vision. B
15. Board undertakes to update your 15. EH A EEIEFEH
organisation’s mission and vision as MeRER e & FIBE S -
necessary.
4.2 Involve in 16. Board works with management to 16. EFEwHEHESEE
Strategic Planning design and participate in the strategic 1 Ky S BRI SRS BR 2 o
SHASIE R & planning process.

17. Board works with management to
review strategic plan to ensure that
programme / service goals are tightly
linked to your organisation's mission
and vision.

17. EEgHEHE—FR
RIS ST - DAREORET HIHY
HH B H AR R A
AR —2 -

18. Board translates strategic plan into
oversight responsibilities for the board
/ committee(s) to follow through.

18. TEFH R RS AR b
AEERERESY %
B -

5. Ensure Executive
Leadership &
Resource

TR TS ST K
o

5.1 Support Top
Tier Executive

19. Board provides development
opportunities for top-tier management

19 EFEREERE A
EHTRIER I » B

YRR ETHE according to their identified strengths (L EE e o
and weaknesses.
20. Documented evaluation on top-tier | 20. fpFE IR
management performance is done at (WAL - EEE R
least annuglly against pre-defined BB ) S S
criteria and process (e.g. a ey e s
self—assessmF:ant, wrigteg feedback or Hi:/[ B — A B i 3
development plan). FaCEE -
21. Board has preparedness and 2l EEg AR EHE
planning of succession for top-tier B 5 T 25 B F W o8 4 o st
management. 2 -

5.2 Ensure 22. Board supports management in 22, EEE LIRS HE MG

Adequate Financial
Resource

preparing / reviewing multi-year
financial plan through robust

/ARSI RIS ET &
DU & SR H AR & R oy

TR & RS2 | discussion of resource allocation, et o e
funding plans and investment Pﬁfﬁf;ji‘f@”&&;‘ HER(E
objectives in context of strategic R
goals.
23. Board works with the management | 23. EE B EH g —[F €
to review financial statements HARG MRS I A TR 35 -
regularly.
24. Board members financially 24, BEHRGH BIF TR
support or fundraise for your ERE S
organisation.
5.3 Provide 25. Board proactively provides 25. EEEEMRIEAEFEA
Expertise & Access | expertise, external access or influence | =% « A JREE (& B4 28
FRALEPISE% BB | needed to accomplish organisational 17 R e s E R
Bk goals. )

26. Board members act as effective
representatives or ambassadors for
your organisation.

26. EHEGNAEEAIHIE
BRSO EN AT -
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Element Aspect Good Board Practice or Status
e HEls HEGRFEBEINL
6. Monitor 6.1 Oversee Risk & 27. Board works with management to 27. E B BT g —[E i
Organisational Risk Compliance ensure timely and independent (MR RS M T T A B
& Performance B b K AR financial audit. st o
Bt ny s 28. Policies on managing conflict of 28. EfishiTESE T & HAL
KRB interest of Board / committee B o B 35 B 22 Y L
members are enforced. 55 o
29. Board understands regulatory and 29. HEBEY T REE K
funding requirements to safeguard SR DRSS ST
operation compliance.
30. Board reviews risk assessments 30. EE GRS H g
compiled by management that 0 RS SRS B S 0 DLREST
acknowledge potential risks and A EETRAE B B\ B St e B
approves mitigation plans. F2% -
6.2 Ensure 31. Board identifies key stakeholders 31. EEE R EIE TRy
Accountability to and ensures that performance results 5 W HE RS R E Al TR
Stakeholders are communicated effectively to the CHERERIETE o
FE(RHEZ R | stakeholders (R
= 32. Board ensures that stakeholder 32. EFIFHERAERIET RS
perspectives and feedbacks are used to | F143 B & ES - & B
inform strategy and resource FEEE T R -
allocation. ‘
6.3 Monitor 33. Board works with management to V. HEgHEHEEg2HE
Performance set performance targets with reference | EfgEifERER > —EETTT
==& to peer organisations. ks T oA .

34. Board knows the strengths and
weaknesses of major programmes and
core services.

34. EHEE R EEILEIH
H R0 i s 0 18 35 K 55
IH -

35. Board monitors and uses the
performance results to inform
decisions on strategic planning,
resources allocation, and evaluation of
the top-tier management.

35. EEGFEEMRBHEE
*?&%fﬁﬁﬁ/ﬁ’lnﬁt‘m‘mﬁﬂr%

&R oy o M ST i = B B
=1
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Dimension (IIT): Interactive Dimension - Board Dynamics & Behaviour

RE (1) - TEHERE - EFMEHNTR

Element Aspect Good Board Practice or Status
TR H EEGRFEBEIRL
7. Board 7.1 Recruitment 36. Board has formal processes to 36. EEGRALERNIERF
Development B S recruit and nominate members with R SEMWT Y SR AE e R s fE 5 /0
EEEatE clear evaluative criteria. PEAZ SRR B o
37. Board proactively seeks for and . EEOEmE K
provides opportunities to potential BB A > B
recrui_ts to familiarise with your MR MG
organisation.
7.2 Capacity 38. There is orientation for all new 38. BFTEMIMAEZEEGN
Building board members to understand the B E Rt sz > DL T fE
HE TS organisation programmes, finances, HEREIRTS « BT ~ & alE

governance responsibilities and

introduction to their board colleagues.

WA r4E IS FEE SR G AL

=t Sy
B

39. Continuous and collective
learning opportunities are provided to
board members.

30, B PG R B
MEBIB TR -

7.3 Succession
Planning

PHERE

40. Succession planning is discussed
and processes are in place to recruit
and develop potential board leaders.

40. fHIETHE(ERTE] - LAPkEER
A TR R E S <A -

41. Potential board leaders are given
committee assignments to gain
experience and opportunity to lead.

41, BIRFREENEETHE
WS HFEEE T/E  LIEHK
R S ey o

8. Board Engagement
ERESH

8.1 Positive Culture

IEESE

42. A culture of trust, commitment,
openness and transparency exists
among board members.

2. EEEEILTOE - K
& ~ BARUEAR UL -

43. Board is not dominated by a few

individuals. Members work as a team,

taking collective responsibility for
failures and successes.

43. EEFWIFH /MR A
T RELEBE (F o 3
KA DL EAEE T -

44. Board members spend time
together outside board meetings (e.g.
a “retreat day” or an “away-day”) to
know each other and enhance
bonding.

44. EEGNEZ MBEELE
GERIMEBURHE - R
MHERER SRS (20 TR

fEH, =T EEE, ) -

45. Board is able to resolve
differences, build consensus and
reach compromise in a positive way.

45. EHEEREHLUIERAY T
TR G IEG ~ AT R
kA -

8.2 Foster
Involvement &
Commitment

HEED 2 8L SR E

46. There are conscious engagement
efforts to enhance individual board
members' understanding and
participation (e.g. assigning buddies /
mentors to new members, formal
training, Board Chair's proactive
communication on expectations to
members).

46. EEEEBEMHIKE
EiRE RS2 TE (WRHK
B AN -~ 2
AHYEE - B EBREE
BEHERENIE) -

47. Board members devote sufficient
time to carry out their duties
effectively, including meeting
preparation and sitting on board
committees.

47. FREG R R R
TS - EfRE R
WIAEEEBEB N ZZ A
& o

=

48. Board members see the
connection between what they do and
the positive impact on the
beneficiaries.

48. EEGNE THEET
TR R 2 RV IE SO 2 -
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Element

TR

Aspect
iR

Good Board Practice or Status

EEERFEBEGAL

49. Board members' contributions to
your organisation are openly
acknowledged.

49. EEGN BB HEIE
REEIAFEIEE -

9. Board Leadership
EE R

9.1 Constructive
Partnership With
Management
SRR R AvASRC
s MERYRE R RR (5

50. Board and management have a
shared understanding of their different
roles and responsibilities in governing
and managing your organisation
respectively.

50. I o Bl T g 2 i
B AN E BRI 7 A
FEHTAEEMBE

51. Board-management maintains a
trustful relationship and constructive
partnership.

51 EREGME Mg 7 M4
Ry 018 ke S R A5
% -

52. Board gives the top-tier
management enough authority and
responsibility to lead the staff and
manage your organisation, and is
conscious to avoid
micro-management.

52 M TRSEHE
FEOTHIRE IR E AHE A
TAE R - WE R
PO e -

9.2 Monitor Board
Performance

EEEFEGRE

53. Board conducts periodical
assessment to evaluate and identify
ways to improve its governance
performance.

53. EH LT E MR K
T EA R E TG FIR

54. Board regularly assesses and gives
feedback to all members to enhance
their participation and contribution.

54. G T HABL(E Bl Rk B
SR RIA - DS
SULR R -

9.3 Impact of Board
Leadership

HE ST RN

55. Current Board leaders have the
necessary skills, enthusiasm, energy
and time to provide leadership to the
Board.

55. BIFHVEE G HME R
ATAREVHRE ~ Bk ~ Bh
MR EE RS -

56. Board leaders often reach out and
are approachable to key stakeholders
(including staff, service users and
funders).

56. EH & HMALH LBt
EmEEFNE (BEA
T IRBEHEREE) -
A FEEAIMLISOA

57. Board leadership strengthens the
performance of your organisation.

57. EEGHYHE T LLN5E
TEREHTRE -
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Board Governance Areas

1. Commitment to Mission and Vision

(Board has a shared understanding of and commitment to
ensure the Vision, Mission, and Values (VMV) are relevant
and being delivered effectively and sustainably.)

2. Direction and Leadership

(Board provides strategic leadership to ensure there are
appropriate strategies to achieve its aims.)

3. Providing Adequate Financial Resources and Oversight

(Board oversees financial management and resources

development to ensure financial sustainability and

accountability.)

4.  Ensuring Integrity, Ethics and Legal Compliance

(Board acts with integrity, adopts values of diversity, equality,

inclusion, and justice, and complies with all regulatory and

legal requirements to ensure service quality and protection of

users and staff.)

5. Monitoring Risks and Organisational Performance

(Board ensures effective management, control and

risk-assessment systems, and monitors its risks to ensure that

the organisation achieves its performance.)

6. Supportive and Constructive relationship between Board
and Management

(Board trusts, supports and builds strong partnership with top

tier management, ensuring effective executive leadership and

accountability to governance.)

7. Stakeholder Representation and Accountability
(Board ensures that stakeholders interests are addressed and
balanced, that the organisation has the legitimacy in
representing its beneficiaries and stakeholders; and that its
work and impact are appreciated by all its stakeholders.)

8. Disclosure and Transparency to the Public

(Board leads in cultivating a culture of openness within the
organisation, and ensures that it takes seriously its
responsibility for building public trust and confidence in its
work, such as publishing performance information.)

9. Community Relations and Outreach Efforts

(Board embraces its role as the ambassadors for the
organisation to reach out to and build networks with
stakeholders and the public for the organisation.)

10. Board Effectiveness

(Board works as an effective team, using appropriate balance
of skills, experience, background and knowledge to provide
the insight, wisdom and judgement required.)

11. Learning and Continuous Improvement

(Board regularly reflects on its performances and is conscious
of enhancing members’ governance role to lead and bring
about positive impacts on the overall effectiveness of the
organisation’s performances.)

98

Annex 2 Board Governance Areas

HEGEQHR
1. S R R 2RI
EFGERBNES - fEa FERA L EE
i WABAHEM BT EES - )

2. FeftTym R
EFEGRMRIBIEAVHE - MEiRA B VRIS
REEHERE <)

3. TECRTCRRAVIA A R R B
(EFTREYVEEHENERERE - DR
TRENMEE -)

4. WECRERST ~ EEROARGH

EFFLHETE > BHZIT - FF - HE
NEFEES - WETRTA R ENVARER
DA OrARS E 25 R RIS (E IS T < )

5. BaE R RIS
(EEGHERARIVER - B R %
el e PR o DAREORIS R 2 H AN - )

6. ERGREHE RIS R B R
AR 5
(ERgHEESEHEOHEENIE - BILT
LEHIB R (4 - DI BB e A T4
BIMEEHE -)
7. FnERRERER
(EFGHERRH D E IR S LUOPERIEE - %
A ERHIRE 2 SR aHeesz gt - AT
TENIESG 2T A FHEHIREE - )

8. NHIEE S IEWE
(EF G HEMERERRAY UL - T
NMETT > AEBAMETSHYERE )

0. {LIERHA R E I G

(EHG R B RIS - A
EEE RS AR B
A TR T4 - )

10, T EGHIAEE
GEHEIF B (EE R » S
B 4KBR  RPRRE - SRR RES
R -)

AN e e

(G E IR A E SRR B
BRI - LIS R R A TE

HFE )


javascript:void(0);

Annex 3 Glossary

The list below defined the commonly used terms in the 2021 Study. It aims to clarify the definition
of similar terms and differentiate commonly misunderstood terms.
Ad-hoc working group A short-term task group under the Board.

Board The highest governing body representing its members, which oversees
and monitor the development of the organisation; may also be known as
“Executive Committee”, “Council”, “Management Committee”, etc.

Board members The official/legal members on the board; may also be known as
“Directors”, “Executive Committee members”, “Council members”,
“Management Committee members”, etc.

CEO Chief Executive Officer, the highest ranking staff of the organisation; may
also be known as “Agency Head”, “Executive Director”, “General

Secretary”, “Centre-in-Charge”, etc.

Chair The leader of the Board; may also be known as “Chairman”,
“Chairperson”, “President”, etc.
Committee / The governing body under the Board.

Sub-committee /

Standing committee

Earned income Including membership fees, service fees or sales income and income from
endowment / investment.

Management The managing staff team of the organisation.

Non-recurrent funding  Including non-recurrent project funding from government departments,
Hong Kong Jockey Club or Community Chest, and all kinds of
non-recurrent subsidies or donations

Office bearer Board members holding special titles other than ordinary board members;
they may include “Chair”, “Vice Chair”, “Treasurer”, “Secretary”, etc.

Organisation The organisation that you are currently serving on as board member or
head; may also be known as “Agency”, ‘“NGO”, “Council”,
“Association”, “Society”, etc.

Programmes The services or projects that the organisation provides or organises.

Recurrent funding Including Lump Sum Grant or recurrent funding from Social Welfare
Department, other government departments or the Community Chest;
NOT including non-recurrent project funding from government
departments or the Community Chest).

Top-tier management The highest-ranking staff of the organisation, which could include the
CEO (i.e. Executive Director, General Secretary, Centre-in-Charge, etc.)
and other senior management staff.
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