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Do Good

By PAULINE GOH
Chair, SID Bulletin Committee

In a year marked by polarising worldviews,
geopolitical uncertainties and economic tensions,
our closing issue of 2019 takes a step back and
considers the underlying social ecosystem and

what it means to “do good”.

The social world and its diverse inhabitants —
with labels including charities, volunteer welfare
organisations, social entrepreneurs and nonprofits
— are part of the national economy, alongside the

public and business sectors.

Our lead article by Sharifah Mohamed offers
some insights into the evolving social landscape
in Singapore (page 6). Her review of the shifting
trends and their impact helps to explain why
the social sector is referred to as “the world that

changes the world”.

The impact of social change, however, cannot be
measured in purely economic terms. To address the
increasing demands made of nonprofit organisations
by their donors and contributors, Emily Perkin
takes a useful approach to explore how social
impact can be measured through a combination

of quantitative and qualitative data (page 18).

In the corporate sector, the push towards a more
sustainable model for business has increased
opportunities for collaboration and even

convergence of the social and business sectors.

Laurence Lien and Stacey Choe explain why

corporate philanthropy is more relevant now

DIRECTIONS

DIRECTIONS

than ever before (page 28), and Melissa Kwee
makes the case for companies to marry purpose
and profitability (page 32). Alfie Othman
describes the twin-driver business and social

approach (page 38).

Being a director in what might appear to be

the familiar boardroom of a nonprofit, with its
subtle but significant differences from that of

a commercial organisation, can be a challenge.
Mak Yuen Teen explains that while governance
principles don’t change between the two types
of boards, some practices and the culture can be
very different (page 42).

Even accounting standards can be different

(page 26). Mr Sid seeks to help a first-time
nonprofit director adjust to this new environment
(page 48).

Our other feature articles look at how social
innovation and technology can help build
resilient and enduring organisations that
contribute to the social economy (pages 22 and
36), while we also consider what to look for in
a director of a nonprofit organisation (page 46).

With a diverse range of perspectives and
multifaceted insights into the social world,
we hope the readings in this issue offer
inspiration, ideas and opportunity for action

and impact.

Meanwhile, continue to do good, and be well. B
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A Changing World
that Changes the World

By SHARIFAH MOHAMED

The world that changes the world is itself undergoing change.
What does the social ecosystem look like in Singapore?
How is it changing and how does it weigh on the global front?

In Singapore, we often refer to the economy as comprising three sectors — public,
private and people.

The people (or social) sector contributes about one per cent to the country’s gross
domestic product, relatively small by global average of 4.5 per cent, according to
a 16-country comparative study by the Johns Hopkins Center for Civil Society Studies.

Although the social sector may, in terms of economic numbers, appear to be

a small part, it lies at the heart of the national economy, and is pervasive and
important in its reach. Its impact should not be measured just in economic terms,
but on how it affects and influences the daily lives of the citizens and the world.
Indeed, the social sector has often been referred to as “the world that changes
the world”.

FEATURES .
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Ecosystem approach

The social sector is an interdependent part of
the overall economy. And as with the other
two sectors, it is also an ecosystem comprising
interdependent components within it.

An ecosystem is a system whose members benefit
from each other’s participation via symbiotic
relationships. With an ecosystem approach, we
obtain a holistic and integrated perspective of
how the different players interact with each other.

What does the social ecosystem look like?

The box, “The Social Ecosystem” provides
a schematic of the key players in such an
ecosystem.

At the core of the social ecosystem are three
main players: the beneficiaries (the helped),
social purpose entities (the helpers) and capacity
builders (the helpers’ helpers).

Surrounding them are the community (individual
and corporate donors and volunteers), the media
and the government who collectively provide the
resources (time and money), support (including
legitimacy) and scrutiny to ensure that the core
players function as intended.

Beneficiaries

Beneficiaries and the causes are the raison d’etre of
the social ecosystem. Yet, we sometimes lose sight
of this vital group because they have the smallest
voice and are not always well-defined.

Many people think narrowly of beneficiaries in
terms of the poor and needy of society. Poverty
alleviation does get the most attention by the
nonprofit sector and the public.

For example, the greatest number of charities
working on a particular beneficiary group
(not including religious organisations) is in
the area of social and welfare, according to the
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Commissioner of Charities (CoC) Annual Report
2018. About one in six (17.7 per cent) charities
work in this area.

From a legal standpoint, charitable purpose
extends beyond the relief of poverty to include the
advancement of education, advancement of religion
and “other purposes beneficial to the community”.
The last classification has been extended over
time to include causes such as the promotion of
citizenship, community development, heritage,
arts and science, environmental protection,
animal welfare and sports.

Focus by organisations and the public may not
be a good indicator of the true extent of needs.

In a 2011 report, Unmet Social Needs in Singapore,
the Lien Centre for Social Innovation identified
six vulnerable groups for which there are needs
and policy gaps: people with disabilities, mentally
ill, poor households with single parents, low-
income workers, foreign workers and new
communities. Since then, more in-depth reports
detailing gaps in these areas have been produced.

Meanwhile, poverty alleviation and lack of access
to help continue to be a matter of discussion and
debate in Singapore. Part of the issue lies with the
lack of and resistance to defining a poverty line
in Singapore. The Lien Centre reports indicate
that as many as one fifth of the households need
financial help.

Social purpose entities and capacity
builders

Social purpose entities exist to directly help the
beneficiaries, while capacity builders seek to
strengthen the social purpose entities.

Capacity builders are needed in any marketplace
to improve its efficiency. For the social ecosystem,
they can be classified as service providers
(provide needed goods and services), grant
makers (receive money from donors and give

out money to social purpose entities), promoters

FEATURES .

(grow and develop the sector) and watchers
(facilitate informed giving).

Both social purpose entities and capacity

builders go by various labels such as nonprofit
organisations (NPOs), non-governmental
organisations (NGOs), civil service organisations
(CSOs), charities, institutions of a public character
(IPCs), foundations and social enterprises.
Among this bewildering array of entities, there
are subtle differences.

There are also different legal forms in which they
can be constituted. Largely, those that are legally
recognised as being for charitable purposes will
be registered under the Charities Act and subject
to the regulation of the CoC. Some of them will
have IPC status which allows them to provide
tax-deductible receipts for donations.

The Charity Portal lists over 2,200 registered
charities and more than 190 exempt charities, of
which over 630 have IPC status. Meanwhile, the
Registry of Societies has more than 7,800 registered
societies, a small proportion of which are charities.

A special breed of social purpose entities

are social enterprises. A social enterprise is a
profit-making business with a social mission,
which often includes providing employment
opportunities for beneficiaries. Examples include
RSVP ProGuide that provides consultancy
opportunities for seniors, and Singapore
Corporation of Rehabilitative Enterprises that
provides employment and skillsets to prison
inmates. (See more on the landscape of social
enterprises, page 38).

Among the individuals working in the sector,
there has been buzz in recent years on the rise of
social entrepreneurs. These are people who can
effect systemic, large-scale social change through
innovative approaches. Ashoka, the global
association of social entrepreneurs, has elected
three individuals as its fellows in Singapore:
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Jack Sim (World Toilet Organization), Sasa
Vucinic (Media Development Loan Fund) and
Bjorn Low (Edible Garden City).

Supporters
Supporting the ecosystem are the government,
community and media.

The government has multiple roles in the
ecosystem, as regulator, funder, promoter and
even, participant.

Most would be familiar with the government’s
regulator role, especially through the existence
of the Charities Act and the office of the CoC.
The government also seeks to promote the
sector through its policies and programmes,
and especially its tax breaks for the sector.

In general, the government is among, if not, the
largest funder of the nonprofit sector. Globally,
the government contributes about 35 per cent
of the social sector’s global revenue, according
to the Johns Hopkins’ report. In Singapore,

the government'’s spending is much more, and
roughly two-thirds of the social sector receipts
come from government sources.

The Singapore government provides grants
from as low as 0.6 per cent of total receipts for
religious programmes to as high as over 78 per
cent for community focus, according to the CoC
Annual Report 2018. This does not include the
government contracts which would account for
the significant proportion of the other receipts
of the charities. In absolute terms, education
receives the biggest grant amount at S$5.6 billion,
followed by social and welfare at S$859 million
and arts and heritage at S$810 million.

Finally, as a participant, the government can
directly provide social services in the domain of
NPOs, for example, the Singapore Boys” Home
and Singapore Girls’ Home, although this is not
as common.
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The community, both individuals and
corporations, support the ecosystem through
its giving of time (volunteerism) and money
(philanthropy).

In the Giving Index put together by the UK-based
Charities Aid Foundation, Singapore was deemed
in 2018 to be the seventh most generous country
out of a worldwide poll of 143 countries based on
their giving of time, money and helping a stranger.

Based on a 2019 survey by the National Volunteer
and Philanthropy Centre (NVPC), the total sum
given to charity was S$2.1 billion. Donations to
charities largely go to local causes partly because
of the regulatory restrictions on fundraising and
grants for overseas purposes.

In the same survey, NVPC estimates the economic
value of volunteerism to be 5$2.43 billion, based
on a volunteerism rate of 29 per cent. The survey
also captures a broader range in the forms of
supporter engagement. For instance, two new
categories — mindful consumerism and advocacy
—recorded a rate of 29 per cent and 17 per cent,
respectively.

Changing the World of Helping

As in politics and business, the social sector is not
immune to the rapid changes that are affecting
society. The world that changes the world is evolving.

In many respects, the last two decades have

been transformative for the sector in Singapore.
The schematic on page 11, “Evolution of the
social sector in Singapore” provides a summary
of the key milestones in that change in three main
themes of development: ethnic, religious and
individual-based benevolence; social welfare

and civic activities; and social advocacy.

Moving forward, the changes are expected to be
even greater. The box, “Major Trends in the Social
Sector” on page 12 provides a summary of the
patterns that are emerging.
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Evolution of the Social Sector in Singapore
Ethnic, Religious, Private .
; NETgIous, Social Welfare and .
and Corporate-Based . o Social Advocacy
g Civic Activities
Social Giving
1819 Clan and religious-based
philanthropy predominant
(WW2) DECLINE OF COMMUNITY GROUPS
1045 COMMUNITY GROUPS RESUMED ACTIVITIES
First multi-service agency in welfare provision
1046 [Social Welfare Department]
1949 [Children’s Social Centres]
1952 [Lee Foundation] [Community Centres]
1958 [SINGAPORE COUNCIL OF SOCIAL SERVICES]
[Shaw Foundation]
1959 (Self- PEOPLE'S ASSOCIATION
government) oversees grassroots organisations
Gradual maturing of social services arena
1980 SOCIAL WELFARE DEPARTMENT INCORPORATED INTO MINISTRY OF COMMUNITY DEVELOPMENT
(NOW NAMED MINISTRY OF SOCIAL AND FAMILY DEVELOPMENT OR MSF)
[Lien Foundation] [Community Chest] [AWARE]
[Yayasan Mendaki] [Feedback Unif]
[Tote Board] 1987 “Marxist Conspiracy”
SINGAPORE COUNCIL OF SOCIAL SERVICES RESTRUCTURED AS
NATIONAL COUNCIL OF SOCIAL SERVICE (NCSS) Advent of non-government organisations
1990s with greater advocacy role
[CDAC & SINDA] [S’pore International Foundation]
< SINGAPORE 21 >
[Community Development Councils] [The Nature Society]
[NATIONAL VOLUNTEER & PHILANTHROPY CENTRE] [The Working Committee]
2000s| < REMAKING SINGAPORE >
President's Challenge Speakers’ Corner
[Transient Workers Count Too]
< DPM LEE HSIEN LOONG’S HARVARD CLUB SPEECH >
NKF Saga and other scandals, Charity Law Reform, Charity Council, and Code of Charity Govemnance
[Temasek Foundation] [C3A] [MARUAH]
201
010s Social Service Sector ICT Masterplan by MSF, NCSS and IDA
Venture philanthropy and impact investing Social entrepreneurship
[Asia Venture Philanthropy Network] [ASHOKA Singapore]
[SG Enable]
4 SG50-S$10 MILLION FUNDING FOR 400 GROUND UP INITIATIVES 14
Social Enterprises
[DBS-NUS SV Challenge] [SIF YSE] [raiSE]
Mandatory sustainability reporting for
listed companies by SGX
Social Service Sector Strategic Thrusts roadmap by NCSS
Protection from Online Falsehood and Manipulation Bill
Concerns about constraints on online advocacy
Source: Updated from research first published in Social Space 2008, by Sharifah Mohamed. )
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Major Trends in the Social Sector

1. Doing good better

For a long time, charity was viewed simply as “doing good”. This changed in 2005
with the National Kidney Foundation saga and other scandals. Continuing changes
to the regulatory framework and promotion of informed giving and social impact
are resulting in demands on NPOs to be more transparent and accountable in their
fundraising, use of funds, and in their outcomes.

2. Doing good and doing well

There is an increasing convergence of the social and business sectors at two levels:
the adoption and adaptation of ideas and practices, and the cross-pollination of
values. NPOs are being asked not to just do good, but to do well. Corporates are
asked not to just do well, but also to do good. Resulting from this, we have social
enterprises, inclusive businesses, impact investing, venture philanthropy, CSR 2.0
and an emerging new form of compassionate capitalism.

3. Ruling well the do-gooders

The state has traditionally been dominant in the social sector and will likely
continue to do so. Key social sector organisations are controlled, if not heavily
influenced by the government. Most umbrella organisations such as Sport
Singapore for sports, NCSS for social services, etc are effectively statutory bodies.
Promotional bodies such as raiSE, NVPC, C3A, SG Enable, are also set up and
largely funded by the government.

4. Campaigning despite constraints

In contrast to its enthusiastic support of the charity groups that serve the poor
and disadvantaged, the government is seen as resistant, sometimes antagonistic,
towards civil society groups. Various tools limit the operating space of civil
society. However, with social media and a more globalised world with its
influences, civil society groups have emerged, championing their causes and
contesting the government’s practices and policies when needed. Nature
Society for the environment, Transient Workers Count Too for migrant workers,
AWARE for women’s rights, and MARUAH for human rights, for instance, are
increasingly making themselves heard.

5. Faith in action

With four out of five Singaporeans professing a religious belief, it is not
surprising that religion is an indispensable part of the social sector. Nearly half
(47 per cent) of the registered charities belong to the religious sector. Many
religious organisations perform charitable works for the broader community,
mostly those outside their faith. They often do so through spin off charities which
focus on specific areas and constituencies of needs. However, the culture war of
religious beliefs and that of secular groups such as the LGBT has manifested itself
from time to time, and will likely continue to lead to increasing social tensions.

Source: “Doing Good in Singapore” by Willie Cheng and Sharifah Mohamed in 50 Years of Social Issues in Singapore, edited by David Chan (World

Scientific, 2015)
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Yet, how the social sector will be like in the future
will depend on how the key players respond to
these trends as they work out their issues.

It will depend upon how NPOs and the government
respond to a changing society, one that is more
diverse and more active. As demographics
change, who the beneficiaries and their needs are,
will change. The poor will not go away, but they
may be less visible and need to be sought out.

The extent and trajectory of advocacy will
determine the shape of the sector. With a more
vocal populace, advocacy is expected to increase
significantly. Advocacy is expected to be vertical
and horizontal. Vertical engagement between
government and NPOs will partly depend upon
the attitude and response by the government.

Horizontal engagement between civil society groups
could see greater and more intense encounters. Moral
and cultural issues such as LGBT and the sanctity
of life issues, including the death penalty, abortion
and euthanasia, provide strong points of tensions
and contentions between different social purpose
groups. However, there are also issues such as the
environment that bring these same groups together.
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Collaborations can take the sector and its
organisations to new heights. The benefits

are obvious, but the sector has traditionally

been a fragmented one. The ultimate form of
collaboration is mergers, but this had been slow
in coming. Synergies can also be found in cross-
sector collaborations. Unfortunately, the social
sector has to do so from a weaker power position
relative the government and the private sector.

Innovation is a game changer in the business
world. It is in the social world too. The sector
should recognise that. In the face of exponential
digital change, the challenges and opportunities
are plentiful.

How well and prompt the social ecosystem responds
to the manifold challenges and opportunities,
beyond technology, will impact each and every
one of us as it is an integral part of the world we
live in. In that regard, it behooves each of us to
contribute in our own way to this ecosystem. l

Sharifah Mohamed is lecturer at the Republic
Polytechnic. She was formerly manager at the Lien
Centre of Social Innovation. She is co-editor of The
World That Changes The World, and co-author of
Doing Good Great.
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The social service sector is being disrupted, as transformation of the nonprofit
landscape evolves. Social service agencies and their boards need to rethink
their approach to strategies, resource management, networks, and the board-

management relationship.

ocial service agencies or SSAs

(previously known as Voluntary Welfare

Organisations and Social Service
Organisations) play a crucial role in our society.
They serve the vulnerable and disadvantaged,
develop strong social fabric, and create resilient
and enduring communities.

The social service sector has been affected

and challenged in many different ways by the
rapidly changing environment. The fast ageing
population, shrinking family profiles, and digital
disruptions to the economy have intensified

the social, financial and emotional burdens
faced by individuals in society. With limited
resources, SSAs will have to shift course quickly
and effectively. Their directors must lead their
organisations to be future ready; they need be
bold, to adapt and embrace change.

In today’s climate of change, yesterday’s

solutions will no longer meet tomorrow’s needs.

New challenges present opportunities for
directors of SSAs to rethink how they manage
their resources and networks, and transform
into high-impact organisations. To adapt,
SSAs must evolve. Their boards have to adopt

an innovative, forward-thinking approach,
and do more with less.

A paradigm shift for social service

The Singapore social service model is built on
three guiding principles: self-reliance, family as
the first line of support, and the “Many Helping
Hands” approach.

The “Many Helping Hands” philosophy relies
on the collaboration between many partners —
government agencies, non-government agencies
and the community — to provide a wide range of
integrated services for its beneficiaries.

With changing family structures and ageing
demographics, reliance on family as the first
line of support is increasingly becoming
unsustainable. Moreover, social needs are
growing increasingly complex.

A renewed vision for the sector is paramount,

to bring stakeholders together, and gear up

for the challenges ahead. With this in mind,

the National Council of Social Service developed
a five-year sectoral roadmap (see box, “Social
Service Sector Strategic Thrusts, 2017”).
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kSOurce: National Council of Social Service

Social Service Sector Strategic Thrusts, 2017

J

While SSAs have been serving their clients
through their individual expertise and services,
there is a greater need for organisations to
work together, to deliver more holistic and
comprehensive services to those in need. SSAs
have to scale up and improve productivity by
embracing innovation and technology.

The role of SSA directors

Directors of SSAs play a critical role in spearheading
change within their respective organisations. With
the complexity of today’s challenges, directors
need to help SSAs respond through high-impact
strategies, better resource management, new
networks, and the important board-management
relationship.

First, directors should ensure that SSAs develop
strategies which are geared towards high-impact
performance. These strategies should be based on
a clear vision of the organisation’s key mission
and what is needed to achieve high social impact.

Social impact refers to positive, significant and
lasting changes achieved in addressing complex

SID DIRECTORS BULLETIN 2019 Q4

social problems such as poverty and inequality.
Through the measurement of performance and
social impact, SSAs can re-prioritise the use of
their resources, to do more for their beneficiaries
with less resources, and better adapt their
programmes to changing circumstances faster
and more effectively.

Secondly, to revolutionise the SSAs’ efficacy and
sustainability, SSAs need to rethink how their
resources are managed. This is especially relevant
in the areas of fundraising, financial stewardship
and human resources.

SSAs are highly dependent on external funding,
such as grants, donations and fundraising income.
However, the rapidly changing philanthropic
landscape means tougher competition for funding.
Directors of SSAs should not only look to diversify
their organisation’s funding streams, they should
also revamp traditional methods of raising funds
to engage the online crowd.

The key to long-term sustainability of SSAs is
good financial stewardship through the prudent



management of financial resources. Boards of
SSAs have the responsibility to manage and
invest their reserves prudently, not just to achieve
current mission goals, but also to preserve and
enhance the financial resources for the future.

In addition to financial resources, SSAs need to
have high-calibre leadership and management
team for sustainable growth. The social service
sector is a truly people-centric industry, where
staff and volunteers are driven by passion and
a sense of personal fulfilment, rather than just
material rewards. Hence, SSAs need leaders
that can motivate professional staff and inspire
volunteers at the same time.

Thirdly, in this new world, SSAs need to harness
new networks. Apart from deepening their core
competencies, effective SSAs should collaborate
rather than compete with other SSAs. They

need to come together to build a network of
allies, share resources, and work on a common
vision, to advance their field. This way, SSAs can
create greater impact than they can achieve on
their own.

SSAs should not limit their collaboration to within
the social service sector. Instead, SSAs should be
strategic in their outreach and build connections
across public, private, and social sectors. This
approach allows SSAs to leverage skills and
experiences, enabling them to scale up quickly.

Fourthly, boards should reimagine their approach
to leadership.

A strong board-executive director (ED)
relationship is essential. In SSAs, the board

is made up of volunteers while the senior
management is made up of paid professional
staff. The board and ED should work in
partnership where both share a common interest,
encapsulated in the vision and mission of the
SSA. This relationship can be likened to a pair of
chopsticks, where the two chopsticks are meant to
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work together — the greater the synergy, the more
efficient and effective the working relationship.

The board sets the strategic direction of the SSA,
to ensure that the organisation fulfils its mission
and responds to the needs of the community it
serves. The chair and the board are accountable
to their stakeholders.

The ED acts as the interface between the board
and staff. The ED is responsible for translating the
board’s decisions into on-the-ground action and
measurable outcomes. The ED plays an important
role in leading the organisation and the ED’s
performance has direct impact on the confidence
of the board and stakeholders, especially donors.

Change and trust

SSAs must embrace change. Directors of SSAs
play a critical role in helping the organisations
transform and remain relevant.

The board is responsible for the SSAs and the
directors are accountable to their organisations’
stakeholders. They have to be transparent and
open on what they have achieved in relation

to their mission, how they have managed their
resources, and how their organisational cultures
are aligned to their organisation’s mission.

For an SSA to thrive, directors have to continually
ensure that the SSAs build up public trust.

Trust affects the public’s willingness to support
charities. The success of any SSA is ultimately
dependent on the maintenance of public trust
and effective stewardship of resources provided
by stakeholders, be it donations, grants or
contributions from volunteers. l

Isabel Sim is the managing consultant at BoardXcellence.
Alfred Loh is Associate Professor and Teo Chee Khiang
is former Practice Professor, both of the Department of
Accounting at the National University of Singapore.
This article is a synthesis of ideas from their book
Doing Good in Singapore (Part I: Adapting to the
Future and Part 2: Resourcing for the Future).
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Many philanthropic funders are asking for more clear-cut evidence of
impact, but nonprofit organisations often struggle to respond. Funders
should recognise the challenges of imperfect data and help by supporting
their grant partners to share a more nuanced and transparent picture of
programme performance.

ocial impact measurement is a problematic imperfect data which they may feel pressurised
buzzword in the nonprofit sector these to over-simplify in their reporting.
days. Nonprofit organisations (NPOs)
acknowledge that they need to know if they are According to the State of Research and
really making a difference — although that is Programme Evaluation in the Social Service
easier said than done. Sector (2015): “Research and programme
evaluation were conducted at a low intensity,
The basic challenge is around the cost and although the Ministry of Social and Family
complexity of collecting meaningful data. Development and NPOs regarded them as
In reality, nonprofits are often dealing with being important”.
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Show me bang for the buck

Opver the past decade, nonprofit funders in
Singapore and across the world have shown an
increasing appetite for more clear-cut data on
impact. In the past, it may have been sufficient
for nonprofits to report a few insightful success
stories, but now there is much greater pressure to
present hard numbers.

For example, many have expressed interest

in a methodology known as Social Return On
Investment (SROI), which sets out to calculate
social impact as a single dollar value. Based on
a web of assumptions, this approach boils down
the data into claims such as: “I will generate five
dollars” worth of impact for every one dollar
Iinvest”.

In several ways, this “bang for buck” trend has
arguably given a healthy boost to the sector.
Nonprofit boards are fine-tuning their strategies
and prioritising resources more clearly around
“making a difference” (outcomes) rather than
simply “doing good” (outputs). Meanwhile,
fundraisers are developing more and more
compelling stories of impact, which in turn attract
a new generation of savvy online donors on
platforms such as giving.sg.

Painting a messier, but more nuanced
picture

But the reality remains that for many nonprofit
programmes, it is neither cheap nor easy to
measure impact in black-and-white terms.
Consider, for example, what metric could feasibly
capture the impact of a community development
programme that aims to build social capital over
a 10-year timeframe; or a theatre group staging

a new performance by a local playwright.

It is often said that the “gold standard” for impact
measurement is the Randomised Controlled Trial
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(RCT). Typically implemented at significant
cost by third-party researchers, this approach
not only rigorously tracks the change that took
place pre- and post- intervention, but also
compares that against a randomly selected
control group of people who were not involved
in the programme. Very few Singapore NPOs
to date have had the capacity or resources to
commission such a study.

A more common approach is to use frontline

staff and volunteers to collect a range of less
rigorous data — both quantitative and qualitative.
For example, a dementia caregiver support
programme might run a simple annual survey

to track its clients” level of “caregiver burden” as
well as to solicit their feedback on the service. The
organisation may also collect staff observations
and anecdotal feedback from referral partners.

Individually, each of the data points may not tell
the whole story, but layered up together, they can
help to paint an emerging picture of whether and
how a programme is really succeeding.

If done well, this “layering up” approach

can drive a culture of continuous reflection,
learning and improvement. But such a mindset
also requires significant commitment and
transparency from the nonprofit. Meanwhile,

it does not provide funders with the black-and-
white key performance indicators (KPIs) they
might be hoping for. As a result, only a minority
of nonprofit boards in Singapore have truly
embraced and invested in this way of thinking.

Unintended negative impact?

To some extent, there is a mismatch between
funder pressure for KPIs versus the complex
reality of many nonprofit programmes. This
dynamic may even be fuelling some unintended
negative consequences.
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How Funders Can Help with Measuring Impact

Funders in Singapore can support their nonprofit partners to measure impact more meaningfully

by taking three key steps:

data collection and learning.

Allocate a significant portion of any programme funding to support both

Take time at the start of each funding relationship to build up trust and
mutual understanding between funder and grantee so that the NPO
feels safe to report a realistic and nuanced picture of progress.

Work with grantees to agree a data collection plan that layers up an

o O
F"’? e honest and insightful picture of the programme, both quantitatively
I : 1

and qualitatively.

For example, there is a risk that funders could

be incentivising nonprofits to over-simplify

their claims about impact. Given the lack of

an industry or protocol for “impact audit”,

the market is effectively open for any nonprofit

to claim any big impact number that might sound
impressive to an over-credulous funder. At the
same time, those who acknowledge their failures,
data weaknesses and learnings are not necessarily
rewarded.

There is also some indication that funder demand
for clear-cut impact numbers is prompting
nonprofits to shift investment away from
upstream work where the impact is potentially
deep but also harder to pinpoint. For example,
in the arts world some groups report focusing
less on producing new artwork and instead
undertaking more measurable work such

as providing training. (Giving for Art’s Sake:

an introduction to the Singapore arts sector for
prospective donors, Just Cause, 2019).

The future remains bright
The future remains bright despite these challenges.

Increasingly, funders are acknowledging the cost
of impact data collection and adopting a policy
of allocating a tranche of each donation for this
work (we have seen a range of around 2-30 per
cent). To some extent, there is also more funding
available for training and capacity-building in
this area.

At the leading edge, some funders are starting

to move beyond KPIs towards a more nuanced
model of partnership based on trust and learning.
This new mindset re-frames the power dynamic
so that nonprofits are no longer under pressure

to consider over-simplifying their data. Instead,
both funder and grantee work together over

time to test, iterate and build up a successful
programme, underpinned by continuous and
open reflection on the nuances of what is working
and what is not. H
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Al'and Robotics in the Social Sector

By OLIVER TIAN, CEO of HutCabb Services and Honorary Advisor to Asia Pacific Assistive Robotics Association

Human intelligence and machine learning are collaborating in a wide range of industries.
Impact-focused organisations, such as those in the social sector, must consider how best
to deploy and optimise such technologies within their teams to advance their missions.

rtificial intelligence (AI) brings with it
Aa promise of genuine human-to-machine

interaction. When machines become
“intelligent”, they can carry out tasks in ways that
we consider “smart”, such as understand requests,
connect data points and draw conclusions. Al and
robotics researchers are now employing advanced
algorithms to automate and aid in tasks as diverse
as driving cars, diagnosing medical conditions,
and screening job candidates, for instance.

These applications raise a number of complex,
if not necessarily new, social and ethical issues.

Why does it matter?

Considering the fact that projects are now blending
Al with robotics, it is likely that the day will come
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when we will see an android robot that has the
ability to think, evolve and learn from experience.

Elizabeth Christopherson in “The Future of
Listening: How Al can help us connect to
human need” (NonProfit Quarterly, November
2018) noted that when Al is used poorly, it can
automate bias and disconnection, rather than
support community resilience. In the well-
concerned social sector, a values-driven, human-
centred, inclusive process of development can
help to mitigate the ethical risks of developing
applications in AI and robotics.

Today, a number of organisations are already starting
to use Al to access and analyse massive amounts
of open source data to address social concerns. For



example, applications to report and rate experiences
with public officers, or to identify “high-risk text
messages” to dramatically shorten the response time
for crisis counselling and suicide prevention.

In light of such developments, there is an

urgent need for social scientists to think quite
differently about applications developed for
clients, suppliers, employees, partners and the
wider community. The respective interactions of
civil society with intelligent technologies are even
more pressing in the nonprofit space, given that
it is about “doing good”. How then, should the
engineers who write algorithms handle the social
and ethical dilemmas of their creations?

Ethical issues and social science

For a long time, people have been grappling
with the social and philosophical consequences
of technology. In the 19th century novel
Frankenstein, a young scientist creates a hideous
sapient creature in an unorthodox scientific
experiment. Similarly, Al has been perceived to
be borne out of and associated with this kind of
fascination. Such a notion has very deep roots
and connotations in the social sector. Nonetheless,
these technologies should permit humans to
elevate our cognition functions towards the
benefits of creativity, curiosity, beauty and joy.

Another factor is the shift in the background of the
people who dominate the field of Al research today.
While academic institutions such as Massachusetts
Institute of Technology, Stanford University, and
Carnegie Mellon University once served as research
powerhouses for the most central Al research, there
is a gradual and increasing likelihood of commercial
entities, like Google and Microsoft, taking an interest
in such research activities.

That might help explain the growing disconnect
between Al and the social sciences. As such,
the concentration of Al research in private
industry could be contributing to the weakened
relationship with the social sciences.
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The plan has to go both ways, for society to reap
optimal benefits from the advances in technology
and the sciences. Al has to pay more attention to
social sciences, and social scientists have to pay
more attention to AL

Future of Al and robotics in society
Advances in Al and robotics is not about to
stop here.

In a study on the future of work, researchers
found that generally, society accepts the adoption
of AI and robotics. However, this comes with

the expectation that such technologies augment
the human workforce in the coming years, with
69 per cent among those surveyed expecting the
term “workforce” to eventually embrace both
human employees and intelligent machines.

Ideally, there is also the assumption (and hope)
that AI will allow human employees to perform
more varied and sophisticated roles. Improved
technologies should enable companies to find
solutions to problems which previously had to
be referred up the chain of command. This will
result in more meaningful work.

Technology can help improve the social sector in
many ways, but there is still hesitancy towards
practices of adopting Al and robotics in such

a human-oriented sector. These are genuine
concerns indeed, when the stakes are so high.

While such technologies are still at their infancy
stage in the social sector, significant inroads

can be made. Human functions in the care and
services industries have seen big leaps. For
instance, in Japan, care robots are prominent

in in nursing homes, and “study buddies” are
becoming more prevalent in the education sector.

Creativity and innovation, when combined with
compassion, can be a powerful tool in engineering
solutions to real, human issues in the social
services sector. ll
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Business Leaders’

Philanthropic Role In
an Age of Co-Creation

By USHA MENON, Director, Usha Menon Management Consultancy

Nonprofit organisations provide services,

goods and resources to meet urgent and vital
community needs. But they rely on philanthropic

donations in addition to grants and self-

generated earnings. Business leaders should
rise to collaborate and co-create with nonprofits

to engender positive social impact.

ertain Forbes-listers may come to mind

when recalling business philanthropists.

However, across all sectors, there is a
growing conviction that businesses ought to
cultivate more meaningful connections with their
communities besides generating profits.

As companies are scrutinised for their values,
integrity and trustworthiness, it is increasingly
common to find them adopting strategies that
enhance their corporate performance and brand
value through collaborations that address
community needs and contribute to enhancing
the quality of life.

Here are three ways business leaders can
collaborate and co-create with stakeholders to
engender positive social impact.

1. Become a philanthropic business
leader

The “3 Ps” of investment — Philosophy, Process
and People - are relevant to philanthropic
portfolio management.

SID DIRECTORS BULLETIN 2019 Q4

First, the company’s philosophy — beliefs, values
and goals — will indicate its direction and strategy.
Whether it is about touching individual lives or
making an impact on society, or the environment,
the philanthropic mission must resonate with the
company’s core values.

Second, the process of crafting the community
engagement plan requires an understanding

of the social issues to be addressed. Whether
relying on external inputs (through a charity or
intermediary) or undertaking in-house research
through personal contacts and experiences,
corporate leaders must know the potential risks
(e.g. impact, reputation risk or operational risks)
in engaging with the social service sector and
how these may be mitigated.

Third, people and social networks are the key
pillars of any philanthropic outreach. Corporate
giving, often in the form of direct cash donations,
foundation grants, stock donations, product
donations and other gifts, is built on relationships.
Internally, the company may consider initiatives



that involve employee participation. Matching
gift programmes, for instance, allow the company
to match the donation made by an employee to a
charity. Volunteer grant programmes, on the other
hand, offer financial grants to charities where the
employees volunteer.

2. Join a nonprofit board

The output of the nonprofit sector has significant
public good elements and a transformative
influence on the lives of the underserved and
vulnerable. Yet resourcing their critical work
through fundraising from the community

is repeatedly identified as a challenge for
nonprofits. Business leaders have a vital role to
play in addressing this through their participation
in nonprofit boards and sub-committees.

Effective leadership can bring vision to strategy.
A primary role of the nonprofit board is to
ensure the provision of adequate resources
through fundraising strategies and programmes.
Board members have the responsibility to
evaluate and decide on effective, efficient

and relevant strategies, and to support

the management in creating fundraising
programmes that are not mere transactional
events, but which build a sustained relationship
with the donors.

The board’s leadership role includes encouraging
a spirit of entrepreneurship and risk-taking so
that the nonprofit stays relevant and improves its
mobilisation and deployment of resources.

Setting a good example for the staff, volunteers
and other donors and stakeholders, board
members can demonstrate their commitment

to the nonprofit and its fundraising efforts by
making regular donations to the organisation
themselves. At the same time, their donations
provide the gift of voice and influence to mobilise
much-needed resources. By walking the talk,
board members can reinforce the mission and
reliability of the organisations they serve.
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At the heart of stakeholder engagement is

the acknowledgement that organisations are
impacted by, and have an impact on those with
whom they interact. The supporter, volunteer
and donor base are a critical stakeholder
group for a nonprofit. By actively engaging
stakeholders, business leaders can influence
and add value to the social capital of the
nonprofit organisation. Board members’ social
networks can support fundraising efforts,

e.g. through outreach meetings, appreciation
events, and meeting current and potential
donors in person.

3. Co-create fundraising innovations
Board members can play a role in helping

the nonprofit sector to adopt technology and
innovate for social good. Successful innovations
are about partnerships, and corporate leaders
can collaborate to creatively develop ways

to promote products, services, events or
experiences to raise funds for the nonprofit.

At the same time, this helps create business
value. A culture of innovation engenders digital,
nondigital, or hybrid solutions, increasing
social mission impact and enhancing the
competitiveness of the organisation.

To solve the problems of our time on the

scale and at the speed required, it is crucial to
mobilise resources in ways that look beyond

the traditional charity fundraising and

business sector divide. It is also important that
technology and social innovations are put to
effective use to support the objectives of both the
commercial and nonprofit sectors.

Co-creation is an emerging trend across sectors
and business leaders can have a pivotal role

in inspiring and raising visibility. Projects
co-created by nonprofits and business
corporations offer a powerful means to build
brand value and enhance employee
engagement and job satisfaction while meeting
social needs. H
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Charities Accounting

Requires Charity

By WILLIE CHENG
Immediate Past Chairman, SID

While it has been some years since the
simplified Charities Accounting Standard

was introduced, most Singapore charities still
use the well-weathered Financial Reporting
Standards in their financial reporting. Is it time
to make a change?

Charities in Singapore may choose to adopt either
Financial Reporting Standards (FRS) or Charities
Accounting Standard (CAS) for their financial
reporting.

FRS is the major accounting standard that most
companies in Singapore use. It is largely based on
the International Financial Reporting Standards
(IFRS). Other adaptions of FRS apply to small and
medium enterprises and statutory boards.

Using FRS as the baseline but adapting it to the
needs of the charities sector, the Accounting
Standards Council introduced CAS in 2011.

Adoption of CAS

Although CAS was meant to be a simpler and
more relevant financial reporting framework,

the majority of charities still use FRS, according
to a study, The Social Service Sector in Singapore by
the Centre for Social Development Asia, National
University of Singapore in 2015.

The reasons for the low uptake of CAS include:
auditors are familiar with FRS, parent organisations
use FRS, high administrative cost of transition,
and CAS being perceived as being of a lower
standard.
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To encourage greater take-up, several bodies have
organised CAS training, much of it subsidised

by funding provided by the VWOs-Charities
Capability Fund (VCF) administered by the
National Council of Social Service. However,

the education may not lead to greater adoption —
perhaps because the more one learns about it,

the conclusion could be that, in its current form,
CAS is not necessarily the better option.

CAS vs FRS

The big benefit of CAS is that it is a hugely
simplified version of FRS, which currently
comprises 41 standards — each of which is

a standalone document, usually accompanied

by other documents (Interpretation, Illustrative
Example and Implementation Guidance).

CAS reduces the 107 documents in the current
FRS to a single document that comprises less than
7 per cent of the FRS's total number of pages.

One major change is the way results are
presented. CAS replaces FRS’s profit-and-loss
and the statement of changes in equity with

a statement of financial activities (SOFA).

Charities tend to have different funds (restricted
and unrestricted) for different sub-causes.

To ensure accountability to donors, CAS requires
the use of fund accounting where the income,
expenditure and balance for each fund is tracked
and reported separately. Using a column for each
fund can result in an elongated SOFA, and having
the current and previous years on separate pages
makes comparisons between years less convenient.



However, charities that adopt FRS can also use
fund accounting and the SOFA format. Indeed,
the charities regulations emphasise this option
[Second Schedule of the Charities (Accounts and
Annual Report) Regulations 2011].

CAS also creates new terminologies to describe
charity-related activities, which may not be
intuitive to the layperson. For example, “voluntary
income” is essentially “donations”, and “cost of
generating funds” is “fundraising costs”.

Donations-in-kind
Perhaps the most controversial aspect of CAS is
its treatment of donations-in-kind.

Para 86 of CAS requires the value of donations-in-
kind to be recorded as income. Para 87 then specifies
how assets which are gifts-in-kind for the charity’s
own internal use, distributed to beneficiaries,
or converted to cash should be accounted for.

The standard does not, however, mention
sponsorships-in-kind, the goods and services that
charities habitually use to survive and power
their fundraising and charitable activities.

Purists have interpreted the ambit of Para 86 to
include sponsorships-in-kind, insisting that these
must also be accounted for by reflecting their
value in the income and expenditure section.

But this creates other issues.

Apart from the near-impossible task of capturing
and valuing every sponsorship-in-kind, such

a position does not reflect how charities function.
For starters, sponsorships-in-kind are usually of
the take-it-or-leave it variety. For example, many
charity events (dinners, golf tournaments, etc)
are held at (premium) venues because they are
specifically sponsored. To account for such venues
as if the charity actually receives a cash donation
and then independently decided to apply the cash
to purchase the goods or service (provided in-kind
by the donor) is not an accurate representation.
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While the two accounting entries of income and
expenditure cancel each other out, the purist
position means that a charity’s absolute costs and,
in many cases, the fundraising ratio, are inflated.
As most charities work hard to keep costs down
by getting sponsorships-in-kind, inflating their
costs is an undue penalty, especially for charities
that are successful at getting good sponsorships
that are higher in value.

All charities and Institutions of a Public Character
(IPC) are expected to keep their fundraising
efficiency ratio below 30 per cent, commonly known
as the 30/70 rule. The Commissioner of Charities
has since clarified that in computing the fundraising
ratio, sponsorships-in-kind need not be included
unless the donor seeks a tax deduction.

In practice, most charities have simply ignored
sponsorships-in-kind in their financial statements,
and auditors have passed them as being in
compliance with the accounting standards. However,
this lack of clarity has resulted in many unnecessary
debates in audit committee and board meetings
of charities.

This also explains why some charities have chosen
to bypass the debate by sticking with FRS where
there is no need to account for sponsorships-in-
kind, which is also common in the commercial world.

Updating the standards

The lack of clarity of CAS arises partly because
there has not been a mechanism or concerted
effort to receive feedback and update the standards.

Every year, there are several new releases of FRS
standards, interpretations and guidance which are
issued after an extensive process of analysis,
feedback and consultations. In contrast, CAS has
not been updated since it was introduced eight
years ago. It is time to do so.

Meanwhile, it does make good sense for a charity
to continue applying FRS. l
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Corporate Philanthropy:
Why Businesses Must Do Good

LAURENCE LIEN and STACEY CHOE

In a hyper-connected world, businesses have to put in greater resources to ensure that
corporate social responsibility and community engagement are more than just window
dressing. Corporate philanthropy is wider and more relevant than ever for businesses
in the new world order.
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hifts in value patterns, consumption behaviours and the

rising class of affluent millennials in a fast-changing market

have seen a rise in consumer consciousness and shareholder
activism. Corporates are now, more than ever, forced to ask
themselves how to stay relevant in this new paradigm.

The goal posts are shifting. The changing profile of consumers is
driving demand for more ethical and sustainable business practices.

Brands and products like Impossible Foods have captured the market
with their plant-based substitutes for meat and dairy produce.
Aggressive marketing and eager investments (including Temasek
Holdings’) have boosted the company’s valuation to over US$2
billion (S$2.7 billion) in May 2019. The company’s mission is simple.
It aims to give people the taste and nutritional benefits of meat

and dairy without the negative health and environmental impacts
associated with livestock products.

Ripples of change

In markets that are at times flooded with options, the socially aware,
highly educated and well-heeled groups look to make decisions that
help them do their part to make the world a better place.

Impossible Foods is not an exception. Increasingly, we see people
having expectations of corporate responsibility not only in the case

of consumer goods, but also from institutions like banks and even

% business-to-business companies. As consumers demand more ethical
supply chains, the call for accountability has widened. Consumer
activism no longer rests with a few non-governmental organisations
(NGOs) or advocacy groups, but the wider public too.

The social contract between the business sector and consumers has
evolved. No longer is it enough for companies to just produce good
products alongside good service, but this should be done ethically
and sustainably. In other words, it is not just the outcome but the
process that is under scrutiny by ever-vigilant consumers.

Corporate social responsibility (CSR), which has now become
“how you make your money” and not just “what you do with
your profits”. This subtle shift is becoming a huge factor in leading
consumer behaviours.

From a purely commercial and economic concern, the focus is
increasingly on the human and social condition. For instance,
companies are facing tough questions.
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Are we paying a living wage so that each
employee is able to afford a basic but decent
standard of living? Are we producing products
that genuinely enhance human progress and

the human condition, and doing so in a socially
responsible way? Are we treating our suppliers
fairly? Are we uplifting communities in the areas
that our businesses operate in?

Doing good makes good business sense
Philanthropy, done right, provides us with the
correct moral compass to address these questions.
It galvanises everyone along a single purpose —
a more meaningful, higher purpose beyond
money-making. This involves the creation

of the right corporate culture — where what
your company stands for and means, is also
meaningful. Such a corporate culture will have
a positive impact not only with consumers and
the market, but also with staff. This ultimately
helps increase shareholder value.

Mark Kramer and Michael Porter coined the
approach of “Creating Shared Value”, which focuses
company leaders on maximising the competitive
value of solving social problems in new customers
and markets, cost savings, talent retention, and more.

As an example, the Philippines-based
conglomerate, Ayala Corp, has restructured itself
to adopt this management strategy, tackling
issues like providing quality education and
talent into the business sector, which benefits
communities, and addresses gaps in the market,
while earning sustainable profits.

Incorporating philanthropy into business
strategy can also be something that is quite apart
from good business practices. When companies
like Coca-Cola get their corporate foundation to
work on providing water access to communities
that they work in and undertake financial literacy
programmes for women that set up small
“sari-sari” stores, the foundation is practising active
stakeholder management on behalf of the company.
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When a problem does turn up, they will be able
to turn to the NGOs and government agencies
that they have been partnering with on all their
social impact projects to help give to the public
more balanced viewpoints and testimonies on
their behalf.

How a company is perceived by the market
affects its brand value and, more important, its
actual value to society. Corporates have to take
the initiative to be the active corporate citizens
that society now expects them to be. It is no
longer enough to just be good at providing a
service and product. Businesses have to be good
at how they do it too.

Integrating philanthropy into business
strategy

It is not just about incorporating philanthropy as
a by-product of CSR activities, but to align the
outcomes that one wants to achieve with business
objectives and strategy. For this to succeed, there
must be focus and alignment.

Take Thomson Reuters Foundation, the
philanthropic arm of the international media and
information company. The foundation, Trust.org,
builds on the company’s expertise and core
business, providing information, research, and
access to legal volunteers. The company’s slogan
is that it is “the answer company”, and it seeks
to empower civil society through transparency
and justice.

When software company Salesforce first

started, it integrated the company’s strategy for
philanthropy into its business model, adopting
the now famous 1:1:1 model of setting aside 1 per
cent of its equity, 1 per cent of employee time,
and 1 per cent of its products as a basis for the
foundation. The benefits reaped from this include
employee satisfaction, increased subscription for
its non-profit package, and growing impact from
the company’s programmes on STEM (Science,
Technology, Engineering, Mathematics) education.



Companies WITH
senior management support
and/or participation
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Outcome of Senior Management Participation in Corporate Giving

Companies WITHOUT
senior management
support or participation

Participated in regular giving
(i.e. weekly, monthly, quarterly, bi-annually)

Median number of employee volunteers

Median donation amount

This is not merely a marketing exercise. Purely
re-packaging a product or corporate culture that
is otherwise toxic without actual underlying

transformation will be even worse than not trying.

The market will be able to call out disingenuous
efforts and the results can be disastrous.

Leveraging on business and resources
In designing and deciding on a company’s
corporate philanthropy focus, the board should
consider all the resources available — including
human capital, networks, and expertise. These,
when used well and combined with financial
aid, will help the mission go much further. For
example, a public relations consultancy could
consider helping a nonprofit organisation with
their communications and outreach.

Corporate philanthropy is also about engaging
the heart and the hands, as well as the mind.
Companies need to tap into the common
interests and passions of their employees.
Employees should be empowered to steer
giving programmes. Their own giving can
also be matched by the employers/companies.
And they need to be encouraged and
recognised.

The best form of encouragement is when top
management are role models. When directors

$5,000

Source: Corporate Giving Survey 2017, National Volunteer & Philanthropy Centre

27% 19%
10 2

$1,500

demonstrate their buy in, that is half the
battle won. The findings of Singapore’s
National Volunteer & Philanthropy Centre
(NVPC) Corporate Giving Survey 2017 found
that management interest and engagement
were cited as a key reason for volunteerism
(42%) and philanthropy (49%). In addition,
the level of corporate giving by employees
went up significantly when senior management
participate or not (see box, “Outcome of
Senior Management Participation in Corporate
Giving”).

Businesses must make a concerted effort to ensure
that corporate philanthropy is an integral part of
the company’s mission.

In order to save an ailing world beset by
climate change issues, social divisions and
political polarisation, corporates have to be
part of the solution and not be seen as part of
the problem. By making sure that corporate
philanthropy is on the table during the next
corporate annual retreat and board strategy
session, companies can be a better stakeholder
within the community and weather the storms
ahead better. B

Laurence Lien is Co-Founder and CEO, and Stacey Choe
is Director of Asia Philanthropy Circle.

SID DIRECTORS BULLETIN 2019 Q4



FEATURES

Oa Purpose and Profitability:
Rethinking Business-As-Usual

By MELISSA KWEE
CEO, National Volunteer & Philanthropy Centre

Changing societal needs and expectations
demand a rethink of business-as-usual.
Corporate leaders have to re-evaluate their
responsibilities to stakeholders and create
new opportunities for competitive advantage.
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Divine discontent” — always dissatisfied
with where we are; always driven
to do better. The warning against

complacency comes with an exhortation to do
better and strive for improvement.

While Singapore’s Prime Minister Lee Hsien
Loong’s public address was aimed at building
social awareness of the state of the nation, this
excerpt from his National Day speech in 2016 can
be applied to business. Corporate leaders today
must rethink and reimagine their business and
responsibilities to shareholders and stakeholders
in society.

Every business exists to create value for customers
and society. Without customers and a permission
to operate, a business will fail. Today, issues of
purpose, social, environmental or governance
impact increasingly intersect with customer, brand,
talent, regulators and investor issues.

What are some of the factors that are accelerating
and amplifying the criticality of businesses to
express and demonstrate clear social purpose?

Social media and consumer power

First, social media and changing customer
preferences are shifting the balance between
consumers and producers. Every business wants
good customers who support them, give good
feedback, and will recommend them. Today,
with social media, customer experiences can
reach thousands instantly, attracting “likes” or
“dislikes” with a multiplier effect.

Digital-savvy millennials are driving this
momentum. Building affinity with them means
caring about what they care for or receiving
the brunt of their dissatisfaction. Millennials
care about social causes and the environment,
and millennial entrepreneurs are more likely to
incorporate social causes into their businesses.
They have growing purchasing power and are
shaping consumer trends.
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Sometimes, a groundswell of customer and
citizen support can lead to system changes.

The recent campaign against single-use plastics
and plastic straws, for instance, was driven by
millions who shared images of the poor sea-turtle
whose nostrils were obstructed by a straw.

At the industry level, coal-financing was halted
by all major banks; while at the country level, the
campaigns for divestment in apartheid-era South
Africa shifted a regime. Customer citizens are
voting with their voices and wallets.

Trust and brand value

Second, trust and brand value are powerful
tools when harnessed. Brand value is a measure
of trust and positive feeling towards a product,
service or organisation. With trust in society

on a global downturn, there is renewed focus
on trust within one’s personal networks and
information sources.

The 2019 Edelman Trust Barometer reveals that
trust has changed profoundly in the past

year, and people have shifted their trust to

the relationships within their control, most
notably their employers. Globally, 75 per cent

of people trust “my employer” to do what is
right, significantly more than non-government
organisations (57 per cent), business (56 per
cent) and media (47 per cent). This points to vast
opportunities within the employer-employee
relationship. Today’s corporate leaders are
expected to take the lead on change and not wait
for governments.

Corporate leaders can build trust through
consistently aligning and communicating

with customers, suppliers and partners what

a business says and does, in a way that creates

a win-win for all rather than a win)ner takes

all situation. Trust helps the bottom line when
people choose a particular business over less
reliable or more damaging or irresponsible options.
Trusting business partners are a business’s
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life-blood, and having consistent standards of
fairness and integrity makes a business more
likely to survive the bad times.

Focus on talent

Third, for many, work and life are different things:
you earn a living to make a better life. But increasingly,
the two are becoming one, driven by social and
environmental needs and millennial employees.

According to the 2019 Deloitte Millennial Survey,
only 48 per cent of millennials believe businesses
behave ethically (versus 65 per cent in 2017)

and 47 per cent believe business leaders are
committed to helping improve society (versus

62 per cent in 2017). Millennials also believe

that responsible companies are more successful,
have more stimulating work environments and
develop talent better.

To attract talent across all levels, competitive
employers are now focusing on their employer
value proposition and promoting the good they
do. Many companies, including the likes of DBS,
also seek out management associates who are
both competent and purpose-driven. They are
also expected to lead social initiatives in their
organisation, such as Jardine Ambassadors,
brought together from all parts of the Jardine
Matheson Group in Singapore to plan, develop
and drive activities under the group’s registered
charity, MINDSET Care Limited.

But it is not just millennials who are questioning
the significance of work and asking, “What's
next”? Talent retention at the senior levels also
means offering meaningful work where financial
incentives may no longer suffice as the reason
professionals and executives miss their children’s
birthdays, neglect their spouses or have no
external hobbies or friends.

People and purpose

Fourth, leading organisations are also discovering
the value of employee volunteering. Team members
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who can operate in cross-sector environments
and rally others without formal power are high-
potential future leaders. Some companies utilise
volunteer opportunities to build leadership in
technically-strong talent who can benefit further
from sharper inter- and intra-personal skills.

Globally and locally, there is a lot of cash

looking for good investments. Investors want

a solid business plan with intimate market and
competitor analysis, a passionate and committed
top team, conservative projections and access

to expertise and resources to help open doors
and close deals. But what drives passion at scale
is purpose. To build a sustainable team and
company, there usually has to be something more
than a profit motive.

Then there is the surge of impact investing.
According to the 2019 Sizing the Impact Investing
Market report by Global Impact Investing
Network, the current size of the global impact
investing market is estimated at US$502 billion
(S$695 billion), based on the assets under
management for more than 1,300 impact investors
around the world. Business grounded on purpose
and impact will attract more attention.

Shifts in regulatory requirements

Finally, regulation, although the least compelling
reason for the change in attitudes and business
practices, has potential to encourage meaningful
change, if implemented well. Regulatory
requirements and corporate governance can
push companies to better track their long-term
performance and accountability to stakeholders.

Regulation in Singapore tends not to lead but
follow trends and consumer preferences. For
instance, this “stick” has been implemented for
sustainability reporting by all listed companies
on the Singapore Exchange. However, without
a clear sense of purpose and connection to the
impact of the action, such efforts remain part
of annoying compliance devoid of the power
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The Four “I”’s Framework

INVESTMENT

How extensively and strategically a company gives

INTEGRATION

How giving is integrated with business functions and supports business interests

INSTITUTIONALISATION

How giving is supported by policies, systems and incentives

IMPACT

How mechanisms have been put in place to measure impact

The Company of Good Four “I”s Framework is designed to help companies assess their state
and opportunities to give back in more strategic, sustainable and impactful ways.

It is based on these principles:
1. Every business has resources and assets (beyond cash) which can be deployed for greater
purpose and impact. This includes talent and expertise, space, excess product or capacity.

2. A business can make simple impact quickly by auditing basic procurement and purchasing
from business suppliers who are clean, green or add value to society, e.g. practise inclusive
employment and offer jobs and career development for marginalised groups.

3. The most effective and strategic giving is where win-win propositions are developed and
core resources leveraged (e.g. Visa, as an e-payments company, supports seniors through
introducing them to cashless payment methods to navigate Singapore’s Smart Nation)

4. Corporate leadership is critical to starting and sustaining impact, offering strategic direction,
providing legitimacy and moral support, and institutionalising practices and policies to
support effective implementation.

5. Social impact must be treated with the same professional consideration as commercial
impact: using data, setting aspirational but achievable goals, planning and evaluating results,
recognising and rewarding positive contributions and behaviour.

it could awaken in employees, customers and new conditions. However, if learning is designed
investor community. into the process, these three steps become part of

the so-called “agile organisation” characterised
The hardest part of change is always the beginning. by rapid action and learning cycles. Marrying
The second hardest is sticking with it and the purpose and profitability is not for the faint-

third hardest is having to change again because of ~ heated, but the rewards are immense. ll
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By CALVIN CHU YEE MING
Managing Partner, Eden Strategy Institute

As companies diversify their markets and invest in innovation
and technology to respond to the challenges of a shifting
economic landscape, long-term sustainable growth is key to
building resilient and enduring organisations. Social impact
must be considered an integral component of the bottom line,

alongside profitability.

rganisations are increasingly

experiencing pressures to respond

to external discontinuities, such as
economic volatility, technological displacement,
consumer fickleness, unexpected supply chain
risks, and disruptive business models.

Yet, customers and employees are continually
demanding that companies create greater social
impact through their core business processes,
products and services. Research shows that
customers prefer to patronise socially-responsible
companies, and are willing to pay more when
buying from them. At the same time, such firms
enjoy lower staff turnover rates, higher productivity
returns, and higher growth in market value.

Businesses today no longer celebrate maximising
profit at all cost; business leaders should therefore
seek to optimise profits. Take, for instance, GE’s
work in bringing better access to higher quality,
affordable healthcare; Unilever’s efforts to reduce
its environmental impact, improve well-being,
and enhance livelihoods; or Ikea’s latest push
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into furniture rental in line with the growth of the

circular economy.

Social innovation can help optimise profits.
Taking the longer-term view, operating more
transparently, partnering with a more diverse group
of stakeholders, introducing more inclusive, human-
centric products, and ensuring the financial, social,
and environmental sustainability of the organisation,
are examples of socially-innovative strategies. Social
innovation is a more effective strategy that drives
vastly superior shareholder returns.

High-profile CEOs such as Blackrock’s Larry
Fink, Virgin's Richard Branson, and Unilever’s
Paul Polman are flagbearers of this movement.
These are some ways boards can relook their
roles to foster greater social innovation in their
organisations.

Exercising stewardship

Boards identify future threats, supervise good
governance, and safeguard organisational
reputation. A starting point for social innovation



is for boards to recognise non-traditional sources
of risk. Consumer backlash over data privacy,
employees protesting company ethics, or
governments clamping the growth of companies
perceived to be “too successful” are examples of
shifting trends.

Companies are very much a part of the fabric of
society, and board members have an obligation
to represent the expectations of increasingly
activist shareholders, analysts and communities.
As stewards of the company and, by extension,
of society, board members must demand that
management works for shareholder returns as
well as long-term stakeholder value in concert.

Developing leadership

The board has a role to nurture a strong
leadership bench, and ensure smooth succession
of both the senior management and board. Yet,
the decline in CEO tenures in contrast to the
length of board tenures indicates that neither are
CEOs well-managed, nor are boards sufficiently
refreshing themselves.

Embracing greater diversity in leadership teams
offers fresh perspectives and ideas. This may
extend not only to featuring minority groups on
the management team, but even to recruiting
representation from employees, suppliers,
customers, and members of the local community
onto the board itself either as directors or in
advisory capacities. Boards can role-model true
empowerment when engaging with management,
which could pave the way to an organisation-
wide ethos of trust and innovation.

Boards should also encourage management
teams to pursue organisational goals that inspire
personal purpose, and facilitate fertile spaces for
social innovation.

Setting direction
Boards should offer a big-picture, long-term view
when discussing strategic issues with management
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and ratifying their key decisions. To help a
corporation stay relevant, directors can draw on
their span of experience from issues faced in other
companies and industries, to raise broader unmet
needs, such as in healthcare, education, income
inequality, climate change, or ocean waste.

Board members should challenge the
management to address these issues as part of
the firm'’s core strategy. In offering guidance
towards meaningful objectives, a board

helps the organisation forge an institutional
identity, brand, and culture that will resonate
more distinctively with investors, customers,
employees and partners.

Overseeing growth

Boards hold the ultimate fiduciary duty to
shareholders, monitoring organisational
performance against agreed goals. When directors
are involved in corporate social responsibility
initiatives, they may set aside their traditional
rigour used to deliberate on strategy, operations,
or finance. In fact, when developing social
innovation strategy, board members need to ask
robust questions.

For instance: Why is the company best-placed to
address this particular societal challenge? How
should it design the right social business model
to go to market? What is the quantum of value
flows that will sustain such 3P partnerships?
Which are the right impact and commercial
metrics it needs to track to progress on the
company’s Theory of Change?

Investors, management teams, employees,

and partners are carefully looking at the role

that companies are playing in society. Boards

are pivotal in breaking the perceived trade-off
when firms drive profit and create impact. By
offering permission for companies to contribute
meaningfully to the most existential issues of our
time, boards can play a vital role to truly unleash
social innovation upon the world. H
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The Balancing Art
of Social Enterprises

By ALFIE OTHMAN, CEO of Singapore Centre for Social Enterprise, raiSE

The Singapore social enterprise sector comprises a distinct variant of companies. Going beyond
the traditional bottom line (of financial performance) to an alternate performance scale based
on social outcomes, social enterprises are forging a new economic model that actively
engages the local community and takes into account the wider social impact on civil society.

social enterprise is a business entity set

up with (a) clear social goals, where
there is (b) strong management intent
and (c) dedicated resources allocated
to fulfil its social objectives. (See box, “Defining
social enterprises”).

The twin-driver approach differentiates social
enterprises from the nonprofit traditional charity
models that they are often confused with. By way
of being business-first, social enterprises generate
the majority of their revenue from the provision
of goods and services as opposed to being
dependent on donations and other philanthropic
means.
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RaiSE’s social enterprise members account

for approximately 350 small and medium-
sized enterprises in Singapore. Their collective
contribution to creating an inclusive society

is substantial. (See box, “The social enterprise
landscape”).

Going beyond minimising negative effects
While companies in the past may have cited

the financial bottom line as an excuse to ignore
social values, these days businesses are more
likely to consider corporate social responsibility
as part of their sustainability reporting. From
adopting socially responsible methods to mitigate
the negative impact brought about by their
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business models on the environment or society,
the conversation these days is turning to how
corporations can actively contribute to positive
social outcomes instead.

As social enterprises prove to be viable businesses
with commercial sustainability and social value,
they attract a new generation of investors,
suppliers, partners, discerning customers and
employees. This creates a virtuous cycle, and

the blended value proposition can be a positive
catalyst for social change.

Part of the sustainability journey

Increasing awareness of climate change and social
inequality have put pressure on key decision
makers across the globe to consider sustainable
solutions on all fronts. A larger sense of purpose
that puts people and the environment first, has
spurred the growth of social enterprises.

While there is tremendous opportunity

for corporations to play a central role in
strengthening the social enterprise ecosystem,
similarly social enterprises can be a source

of inspiration and innovation. This opens
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up potential socially responsible investment
opportunities, which can pave the way to a win-
win partnership. Governments, corporations
and social enterprises, in working together to
achieve sustainability goals, are moving the
engagement from a business-to-charity approach
to a business-to-business model.

Riding on the new Singapore Exchange listing
regulations on sustainability reporting, more
corporations are coming forth to integrate social
enterprises as part of their business operations.
From supply chain management to procuring
sustainably from and investing in social enterprises,
there is a gradual shift in the conversation. This will
gain traction as social enterprises demonstrate they
can offer not only quality products and services
to corporates, but also add to the double value of
contributing to the sustainability goals.

The Singapore social enterprise sector is leading
the way toward a new economic model that is
compelling and well-worth supporting, one that
is not only dynamic and robust, but also mindful
of its larger social impact on the fabric of the local
community. ll
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The Role of NonProfit Boards in
Driving Innovation

By FERMIN DIEZ

BOARDROOM
MATTERS
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INSTITUTE OF
DIRECTORS

Innovation has become a buzzword for
corporations, governments and social
enterprises.

In a survey conducted at the Social Service
Institute’s Board Members Network Session in
October 2017, CEOs and chairs of social service
organisations in Singapore cited innovation as a
major area of concern. Specifically, respondents
felt that more could be done to leverage
technology to increase efficiency within their
organisations and create new solutions.

It is a given that resource constraints may limit
the capacity of nonprofit organisations (NPOs)
to innovate, given their different operating
model from for-profit organisations. However,
innovation — when done right — can lower the
per client operating cost of NPOs, resulting in
outsized benefits which free up resources for
growth in other areas.

Put simply, organisations can do more with less.
Innovation can be used to make organisations
more efficient, deliver better service to users,

and change paradigms in society. The continuum
of innovation ranges from incremental change

to radical transformation.

The need and reason to innovate is often not
discussed at the board level, and this forms a major
barrier to understanding the models of innovation
that are best suited to the organisation.
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For NPOs, their priorities may not push
innovation to the top of the agenda. As a result,
many NPOs are reactive in their approach to
innovation. They would innovate only when
there is a pressing, unaddressed need among
their service users, or when their donors or the
regulators stipulate innovation requirements
and targets.

Why do NPOs find it so difficult to be innovative
and what can NPO boards do about it?

Challenges in NPO culture, structure and
capacity

The first challenge is the organisational culture of
NPOs, which is largely shaped by their missions,
and these are often related to service to the
community. Through self-selection, people

who join NPOs, or their boards, typically have

a passion for the cause and a service orientation.
Even if they have a commercial background, they
do not necessarily bring this business mindset
into the boardroom. Over time, the culture and
mindset in the NPO could inhibit risk taking and
openness to change.

Second is the organisational structure of
NPOs which tends to be task-focused. People
operate within programmes and seldom seek
out other individuals for problem solving.
While focus on the client is important, NPOs
often lag in the area of cross-collaboration
and coordination amongst their staff. This




situation becomes more acute if there is no
strong leader in the organisation to bring all
the different functions together and focus on
the big picture.

Third is the lack of capacity, expertise and
resources in NPOs to innovate. For example,
technological innovation would require people
with specific skillsets and experience. Consultants
and outsourcing require long-term resources that
are not necessarily available or a priority

for NPOs. The planning and implementation of
new systems and change management require

a different approach.

Setting the tone for innovation

NPO boards thus have a relatively big role in
setting the tone for innovation. For a start, the
NPO board has to state its risk appetite for
innovation and experimentation. Together, the
board and management should set the agenda
for innovation within the organisation.

At the broadest level, the NPO leadership
should be looking to encourage a spirit of
entrepreneurship and risk taking. It involves
changing the mindset from one of “how can we
afford the change” to “how can we afford not to
change”. To stay relevant, organisations have to
be ahead of the curve, in terms of new and better
ways of social service delivery.

To make NPOs more entrepreneurial and risk
tolerant, there are a number of best practices
that boards should seek to inculcate in their
management and staff.

Becoming an innovative organisation

For innovation to be part of the culture, NPOs
should have a mindset that is open to change.
Internal feedback and suggestions should be
encouraged, not avoided. The board should
also set performance measures linked to data
gathering on services and client outcomes,
perform gaps analyses, brainstorm methods for
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improvement, and gather feedback from service
users, clients and stakeholders.

To further incentivise staff and to encourage
behavioural change, boards should implement

a system where being innovative is shared and
rewarded. Remuneration targets can be re-
designed to acknowledge the efforts to implement
innovative changes.

The board should help management seek
solutions to problems, gain access to resources
and information, and provide mentorship and
guidance. One way may be to plug the NPO

into the relevant networks which encourage and
support social innovation, such as the board level
and senior leadership courses run by the Social
Service Institute.

The board may also need to connect management
to technology partners in order to develop new
technical capabilities in-house.

Last, and certainly not least, the board could
drive innovation by developing jointly with
management an annual action plan with
department-specific key performance indicators
related to innovation.

At the end of the day, limited financial resources
should not prevent any NPO from considering
greater innovation. This is because it is less the
money required but the entrepreneurial skills
within the organisation that will make any
change in the NPO a sustainable one. That would
be truly innovative. H

Fermin Diez is a member of the NonProfit
Organisations Committee of the Singapore Institute
of Directors.

Boardroom Matters is a regular column by SID in
The Business Times and its online financial portal
BT Invest, where this article was first published in
December 2018.
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ATale of Two Sectors

By MAK YUEN TEEN, Associate Professor, NUS Business School, National University of Singapore

While there are differences in governance practices between the for-profit
and not-for-profit sectors, there are also practices that can be applied
across the board. With regulatory changes and an evolving compliance
landscape, each sector can learn from the other.
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nterestingly, there are a number of differences
in corporate governance practices in the

commercial and nonprofit sectors. Some
practices seem to have evolved and remain
relatively resilient. Not all the differences,
however, seem to be necessitated by differences in
the nature of the two sectors or regulation.

Perhaps there is a presumption that the corporate
sector, with its more developed ecosystem and
checks and balances, will tend to have the better
practices. Or conversely, that the not-for-profit
sector, with its more altruistic motives, will
develop better practices that are not driven by
economic self-interest.
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In general, there are certain practices that are
predominant in one sector that the other sector
may benefit from adopting.

Separation between board and
management

In the corporate sector, it is still quite common
for companies to have either an executive
chairman or a chairman who is also the chief
executive officer (CEO). Combining the roles of
chairman and CEO leads to a concentration of
powers and lack of segregation of duties. With
the Code of Corporate Governance for listed
companies recommending the separation of the
chairman and CEO roles and the appointment
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of more independent directors if the chairman
is not an independent director, more companies
are separating these two roles and appointing
independent chairmen.

In the nonprofit sector, it is rare to have an
executive chairman or a chairman who is also
the CEO (more commonly called the “executive
director” or “ED”). This was the case even

before the Code of Governance for Charities and
Institutions of a Public Character (IPC) stated that
staff should not chair the board. In fact, the code
states that where board members may be directly
involved in operational decisions and matters,

a clear distinction should be made between their
board role and their operational work.

However, there is another difference here. In the
nonprofit sector, the CEO/ED is often not even
a member of the governing body but attends
meetings by invitation (usually as an ex-officio).

In contrast, it is rare in the corporate sector in most
countries for the CEO not to be a director. In two-
tier board structures found in many European
countries, the CEO is often not a member of the
supervisory board. In Singapore, only about

a dozen out of the 700-odd listed companies have
CEOs who are not appointed to the board.

Some directors say that they would be hesitant

to be a director of a company where the CEO is
not a board member. They want the CEO to be
subject to the same legal liabilities as directors.
This is relevant here because the Companies Act
in Singapore does not specifically include the
CEO for many of the duties specified in the Act —
such as the most basic duty of all, the duty to act
honestly and use reasonable diligence.

Although a CEO can be considered a director
even if not formally a member of the board
because he is deemed to be a “shadow” or “de
facto” director, proving liability under the Act
may be a challenge because there is a need to
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prove that the CEO is indeed a “shadow” or
“de facto” director and that he has breached his
duties. Offences such as those relating to breach
of duty, loyalty and diligence are criminal in
nature, so the burden of proof is high.

There is, however, another reason for putting the
CEO on the corporate board. This is to make the
CEO feel that he is part of the decision-making
process in the boardroom and taking greater
ownership in decisions, rather than being just an
“administrator” or a passive implementer of the
board’s decisions.

So, should the nonprofit sector move towards this
line of thinking? A good number of charities are
companies and therefore the same point about
the CEO/ED not being directly subject to legal
duties of a director applies. The Charities Act and
regulations make reference to “governing body
members” when it comes to duties and liabilities
so it seems there may be the same question as to
whether the CEO/ED will be held to the same
standard of duties and liabilities if he is not

a member of the governing body.

Further, as the sector professionalises and
seeks to attract better talent to be CEOs/EDs,
perhaps they should also have a proper seat in
the boardroom.

Board committees

Most listed companies have audit, remuneration
and nominating committees which are required
or strongly recommended by regulators, and
some will have additional committees for risk,
strategy, and so on.

In the nonprofit sector, especially in the large
organisations, there are sometimes too many
committees and it is often unclear whether a
committee is a board or management committee.
Some board committees are more appropriately
constituted as management committees as
otherwise, oversight can become overreach.



In such cases, the CEO/ED may indeed feel

like an administrator with little decision-
making authority. Too many committees

can also lead to a dilution of oversight and
communication as the board places reliance on
these committees and may not be well informed
about their work.

In the corporate sector, board committees are
made up of board members only — certainly,
those committees that are prescribed by the code
or rules. However, in the nonprofit sector, it is
common for even the key committees, such as the
audit committee, to co-opt external members who
are not board directors.

There may be a case for the corporate sector to
consider such a practice too. Corporate boards
today are increasingly struggling with demands
for additional specialised skills and expertise,
such as technology and risk management, on top
of the traditional ones. At the same time, there
are constraints on the size of the board and the
concern to maintain the right balance between
generalists and specialists.

Co-opting some non-board members with
specialised skills into committees with specialised
responsibilities can improve the competencies
of the committees, while preventing the board
itself from becoming too large or too specialised.
It can also help address conflicts of interest of
committee members essentially recommending
their own re-appointment, assessing their own
independence, deciding their own remuneration
as non-executive directors, and so on. Of course,
this would require rule changes in the

corporate sector.

On the issue of size, large charities and IPCs in
Singapore are required to have at least 10 board
members. In the corporate sector, the average
board size is between six and seven members.
The regulations require large charities and IPCs
to have at least 10 board members based on the
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belief that there is better oversight with more
board members.

Research on the whole does not support this

as it finds that, in general, smaller boards tend
to be more effective — although they should not
be too small either as small boards can be easily
“captured”. In the corporate sector, many large
global companies have nine to 11 board members,
and institutional investors tend to prefer

smaller boards.

It is important for nonprofit boards not to fall
into the trap of thinking that having more board
members is necessarily better, or that having

a larger board can compensate for “absentee”
board members who are not committed.

Board commitment

Lack of commitment of directors is a concern

in both sectors, but perhaps more so in the
nonprofit sector. In the corporate sector, the fact
that directors are remunerated, and often paid
meeting fees, provides a monetary incentive for
them to be more committed — or at least to turn
up for meetings.

While it may not be in the interest of nonprofit
organisations to remunerate nonprofit board
members to improve their commitment, it

is important to highlight the importance of
commitment. In fact, anyone who agrees to

serve on a board or committee of a nonprofit
organisation should be fully committed and give it
the same priority as serving on a corporate board.

Despite the differences between the nonprofit
and commercial sectors, the fundamental
principles of corporate governance —
transparency and accountability — should be
applied across the board. Against a backdrop of
changing legislation and greater collaboration
between the public, private and people sectors,
it is increasingly clear that each sector has
something to learn from the other. Bl
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s the nonprofit landscape grows in size and

complexity, the search for leaders in the

nonprofit sector becomes more urgent. What
should organisations look for, in a nonprofit director?

For the answer, it might help to take a step back
and ask what motivates nonprofit board members
to volunteer in this capacity. The common response
would be the desire to positively influence and
shape the charity's mission and vision. Indeed,
serving as a nonprofit board member can be a
rewarding way of giving back to the community,
both personally and professionally. While this
role can be a meaningful experience, it may also
end up in frustration if one is not a good match
with the organisation.
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An effective partnership between a new board member
and a nonprofit organisation entails having the right
fit, or chemistry. Key considerations in leadership
volunteering at the board level are a combination of
passion, commitment, skills and personality.

A nonprofit board member is expected to exercise
independent judgement, provide fiduciary
oversight, and act in the best interests of the
charity. Hence, it is important to ascertain his or
her state of readiness before embarking on the
journey. A useful self-assessment tool to aid this
process is the Centre for Non-Profit Leadership’s
“5Cs of Effective Matching Framework”,
outlined below.

Cause

Choosing a suitable cause, and being passionate
about the cause, is crucial. This will determine the
amount of effort a candidate is willing to put in
for the organisation and by extension, how much
the organisation will benefit.



Today, there are more than 2,200 registered
charities cutting across eight different sectors
in Singapore. Among these charities, there are
various causes that one can connect to, based
on personal interests, beliefs, life experiences or
influences by family and friends.

Competency

Competencies are sets of measurable behaviours
that come from experiences, attitudes, knowledge,
values and beliefs. An evaluation of a candidate’s
skills and talents, and how these will complement
the existing board or lead to the formation of a well-
diversified board, can help assess the suitability of
the candidate to meet the organisation’s needs.

Contribution

Volunteering at the board level gives individuals
the opportunity to participate in strategic
conversations and challenges. As such, the role
on the board should help to enhance a person’s
professional skills such as strategic planning,
critical thinking, effective communication and
problem-solving.

To contribute at the optimal level, it is vital to
have clear understanding of board member roles.
This can be done by reading up on the terms of
reference which set out the authority and duties
of the board and each of its board committees.

Directors and officers are personally exposed to
unlimited financial liability, and the organisation
and board of directors share the responsibility
for ensuring they have the highest possible level
of protection. It is thus important to be familiar
with the directors and officers liability insurance.
The conflict of interest policy is also important
in understanding what constitutes a conflict of
interest, and how one can ensure the avoidance
of conflicts of interest where necessary.

Commitment
Directors must be aware of the responsibilities
the role entails. Typically, board members serve
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a minimum term of two years, and the term of
service can vary according to the constitution

of the charities. The Code of Governance for
Charities and Institutions of a Public Character
(IPC) stipulates certain guidelines including
term limits for specific roles on the board. While
it is common for individuals who are going
through a career transition to fill the gaps through
volunteering, they should be able to continue to
fulfil their board responsibilities after taking on
new roles.

Collaboration

Regardless of the specific role, being a board
member entails teamwork, working well with
others, reaching mutual decisions and working
out disagreements. On a good board, this means
interacting with other board members who
collectively have a wealth of experience across
different industries. In addition, board members
will also be asked to occasionally host major
donor events and meet prospective donors.

Chemistry
Notwithstanding the “5Cs” above, it all boils
down to chemistry.

As psychologist Carl Jung noted, “The meeting
of two personalities is like the contact of two
chemical substances; if there is any reaction,
both are transformed.” It is the underlying
special connection of shared interest towards
certain causes that binds people together, which
translates into a strong working relationship in
the long run.

The journey as a nonprofit board member may
be challenging, but it can certainly be fulfilling
and meaningful. Nonprofit leaders are agents

of change, and can make a positive difference
through influencing and shaping the sector. Their
credibility is enhanced, and professional network
broadened. Most important, nonprofit leaders
experience valuable personal growth while
connecting with the causes they care about. ll
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Companies Act

Dear Mr Sid

Re: No Profit, Much Work

I am really confused. And a bit annoyed.
Please help me with some guidance.

I have been a non-executive director of a
listed company for a couple of years now,
and I have really enjoyed the experience.
The demands on my time are not great. The
board follows the principle of “noses in, but
fingers out”, and allows management to get
on with the job and run the company. Best
of all, I feel that I am pretty well paid for
just attending a board meeting and a couple
of committee meetings every quarter.

Recently, I was approached to join the nonprofit
board of a charity for disadvantaged children.
I like the idea of working to improve children’s
welfare. And to be frank, I was rather chuffed
about this, because I took the offer to mean
that my reputation as a capable director was
spreading, and so I accepted the opportunity.

And then the surprises began.

Given the philanthropic nature of the
organisation, I can accept that the role is
unpaid, but what I had not anticipated
was that I would be paying for the so-
called privilege! I'm faced with lots of
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expenses (travel, lunches, printing costs,
and so forth), for which I would expect to
be reimbursed, but I am told that nothing
is reimbursable. And even worse, the
organisation has asked me to donate my
money to the cause!

And there’s more. Contrary to the principle
of “directors direct and managers manage”,
I find that I am expected to roll up my sleeves
and help with the day-to-day activities, as if
I'm an (unpaid) staff member with unlimited
time to devote. Moreover, I have the staff
telling me — a board member — what to do!

In summary, I think I have made a big
mistake. I like the status, schedule and
remuneration that comes with being a
corporate director, but little of that seems
to apply to this nonprofit role. I ask myself,
why should I do this? Why would anyone
want to be a nonprofit director?

Mr Sid, am I being unreasonable?

Yours sincerely

Not-Cut-Out-To-Be-NP-Director




Dear Not-Cut-Out-To-Be-NP-Director

Yes, your expectations of the role of a
nonprofit board member are, in my view,
not reasonable.

There are distinct differences between
nonprofit and for-profit organisations.
Consequently, there are also differing
expectations of their directors.

When directors are appointed, an important
aspect is their fit with the organisation. That
works both ways: for the organisation and the
individual director. It should be an informed
decision by each party.

As an individual director, you should always
make sure that you are comfortable with the
sector (in this case, the nonprofit sector and
its practices) and the specific organisation
(people, cause, operations, financials, etc).

Governance principles do not change
Before I get into the differences between your
listed and nonprofit boards, it is important

to highlight that the principles of good
governance apply to both.

Two key principles are transparency and
accountability. These are even more important
when the nonprofit is a registered charity, as is
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the case here. Charities, like listed companies,
are public interest entities, and therefore
subject to a slew of regulations to ensure that
public confidence is maintained on every
front, especially in the way money is raised
and spent.

Governance environment is different
At SID, we say that the dual role of the board
is to ensure the organisation’s conformance
and performance. This applies equally to both
for-profit and nonprofit boards. But how an
organisation conforms and performs differs
between the two sectors due to their structural
and cultural differences.

A clear difference between the two sectors is
the regulatory environment. Regulations for
commercial companies tend to be clearer and
more comprehensive than those for nonprofits,
which are more diverse and less granular.

To start, charities have to comply with the
rules under their constituting legislation (e.g.
Companies Act, Societies Act, Co-operatives
Act) as well as the requirements of the Income
Tax Act, Charities Act, Sector Administrators,
and other fundraising legislation. Note that
regulation of the charity sector has evolved
over the years. In the past decade, these have
been considerably strengthened after several
charity scandals.
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Compliance with these arguably more complicated
and multi-faceted rules is made more difficult
with the limited support available to many
nonprofit organisations. While for-profit
organisations have professionals — sometimes
an army of lawyers and accountants — to ensure
regulatory compliance, a nonprofit would count
itself lucky to have even one staff dedicated for
this purpose.

This lack of staff capacity is, of course, not

restricted to support for regulatory compliance.

It cuts across nonprofits for most corporate
functions. The nature of nonprofits is to keep
costs down and rely on volunteer labour,

a subject I will expand on later.

Another major difference between the two
sectors is how the board discharges its role

of performance. For commercial companies,
performance is fairly straightforward and the
measures widely accepted. It often boils down to

financial returns and an agreed balanced score card.

In the nonprofit sector, performance should

be assessed relative to the mission of the
organisation. How this, and social impact,
should be measured is a nascent science fraught
with theories and only emerging consensus.

In the meantime, nonprofits struggle or cruise
by — depending on their boards and other
stakeholders — when reporting their results.

Board and volunteers

All nonprofits depend on volunteers compared
to their for-profit counterparts. There are two
main reasons for this: keeping costs low and
engaging the community.

In line with this philosophy, board members
are also volunteers. First, they usually do not
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get paid to be on the board. In addition, they
should also be volunteers in other areas in the
organisation. Apart from the additional (free)
labour provided, such volunteering helps the
board member develop empathy for the work
of the organisation and other volunteers and,
hopefully, inspire more volunteers to contribute.

For many board members and staff, this non-
governance volunteer role of board members
can be confusing. Who calls the shots — the board
member who directs the organisation, or the
executive director or staff member who controls
the function? For this reason, board members
should be clear about which hat they are wearing;:
board member or volunteer. When they are
functioning as a volunteer, they should function
as other (non-board) volunteers and abide by the
directions of the staff.

That said, it is common for nonprofits to have a
diffused power structure, where everyone (board
volunteers, other volunteers, donors and even,
beneficiaries) have a say in how every little thing
gets done. To the extent that you, as a board
member, can set the tone and example, it would
help the staff function more effectively.

Board, donors and funds

Nonprofits and charities rely on donations. Board
members are expected, though not required,

to help with this major source of funding. This
usually means extending their pockets and their
networks, as well as being volunteers, in fundraising
campaigns. If you are not prepared to help out with
fundraising, you should be clear about this with
the charity upfront as it can be a key criterion for
appointment to some charity boards.

Also, as you are starting to realise, given their
limited funds and the theme of charitable giving,



some charities do not reimburse board members for
out-of-pocket-expenses in board and volunteer work,
even if other volunteers may be reimbursed. This
is a practice that differs among charities.

The policy of not reimbursing nonprofit directors
avoids potential conflict of interest. For example,
should a board member be reimbursed for travel
expense to go to an international conference to
represent the charity? If so, it raises many other
questions: Is there a need to represent the charity?
Who should be the representative(s)?

Moving on

I have covered here only the essential governance
aspects of a nonprofit director. Perhaps you might
want to attend the “So, you want to be a non-
profit director?” briefing that the SID conducts
periodically.

If, after all this, you find you are unable to reconcile
yourself to the expectations in the nonprofit sector,
you may prefer to bow out. You need not worry
about leaving a hole in the organisation. There
generally is no shortage of people who want to
get involved with boards in the charity sector.

One graceful way of stepping down after

a short time is to donate your director fees from
one of your listed companies to the charity.

That way, you are using your talents (in the
commercial sector) while still contributing to the
charity sector.

Yours in charity

Mr Sid W

ASK MR SID

Who is Mr Sid?

Mr Sid is a meek, mild-mannered geek who
resides in the deep recesses of the reference
archives of the Singapore Institute of Directors.

Burrowed among his favourite Corporate
Governance Guides for Boards in Singapore,
he relishes answering members’ questions
on corporate governance and directorship
matters. But when the questions are too
difficult, he transforms into Super SID,
and flies out to his super network of
boardroom kakis to find the answers.

Mr Sid's References (for this question)

Board Guide
Section 1.1 Introduction

Section 5.16: Rewards of Directorship

Boardroom Matters

Vol 1, Chapter 35: “Learning from NonProfits — Mission
Focus” by Robert Chew

Vol 3, Chapter 7: “Becoming a NonProfit Director” by
Usha Menon

SID Courses

“So, you want to be a NonProfit Director”
S-GOOD 1: Essentials of NonProfit Leadership
S-GOOD 3: Board and Management Dynamics
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Building Data Trust in the NonProfit Sector

By EVELYN GOH, Director, Trustmark, Infocomm Media Development Authority

Good governance and trust are the two pillars upon
which the nonprofit sector is built. Breaches of personal
data would erode that trust. Nonprofits can guard
against such breaches to ensure that they continue to

win support for their causes.

rganisations today operate in an

increasingly connected digital

economy where individuals’

online and real-world activities

generate a burgeoning amount
of data. In such an environment, a compliance-
based, box-checking approach to handling
personal data is increasingly impractical and
insulfficient to keep pace with developments in
data processing activities.

This is especially so in the nonprofit sector, where
good governance and trust are the two pillars
upon which the sector is built. With the collection
and possession of large amounts of personal data
of a sensitive nature, such as health and socio-
economic data, nonprofit organisations (NPOs)
must be able to demonstrate accountability and
inspire confidence in the way they handle the
personal data of not only their donors, but also
their beneficiaries.

As more organisations collect and retain
stakeholders’ personal data for business

needs, the likelihood of these data sets being
compromised increases. Instances of breaches of
personal data are also becoming prevalent. And
it is no longer a matter of “if”, but “when”, data
security may be compromised.

Personal data breaches can exact a high toll on

organisations. In the immediate term, it would cost
them a great deal of resources and time to manage
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the data breach, such as performing service
recovery. In the medium to long term, corporate
reputation can be adversely affected, possibly
impacting the income sustainability of NPOs.

Shifting from compliance to accountability
An organisation that is described as accountable
should be able to demonstrate proper
management and protection of personal data
through its Policy, People and Processes.

Good accountability practices begin with an
organisation’s leadership and involvement of
its board and senior management. With the tone
set by senior management, an organisation’s
personal data protection policies will chart how
the organisation and its staff treat personal data
and approach to managing data protection

risks and breach incidents. As part of corporate
governance, it is important for an organisation
to ensure that all its employees and volunteers,
regardless of roles, functions and hierarchy, are
aware of and adhere to its data protection policies
and processes.

A practical approach is to embed data protection-
related topics as part of staff training and
development throughout the employment
journey. An accountable organisation not only
develops and communicates its data protection
policies, but also puts in place effective processes
to operationalise its data protection policies
throughout the data lifecycle (i.e. from collection
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Validation of data protection standards, a case study

One of the ways NPOs can be assured

of good data protection standards is by
attaining the Data Protection Trustmark
(DPTM) certification by the Infocomm Media
Development Authority. The DPTM is an
enterprise-wide certification programme

with a visible badge demonstrating

an organisation’s accountability and
responsibility on its data protection standards.

The DPTM framework was developed based
on the Personal Data Protection Act (PDPA)
and incorporates elements of international
benchmarks and frameworks such as the
Privacy Principles of the Organisation for
Economic Co-operation and Development.
The DPTM can help organisations validate,
uncover gaps and improve their data
protection regime. It can also help strengthen
the certified organisation’s reputation,
inspiring confidence in the way it manages
and safeguards personal data.

The Tan Tock Seng Hospital (TTSH)
Community Fund, the charity arm of the
hospital, was an early adopter of the PDPA
and the first nonprofit organisation to obtain
the DPTM. Taking proactive steps to protect
personal data as early as 2014 when the
PDPA came into force, TTSH Community

to disposal of personal data) and across business
processes, systems, products and services.

Communication plays a critical role as well in ensuring
good data protection standards. Regular touch points
such as staff training and volunteer briefings should
be conducted so that everyone, from the frontline staff

to the CEO, is aware and aligned to the organisation’s
data protection policies, processes and practices.

DATA PROTECTION

ASSURED
V

Fund started with the review and
development of policies, standard operating
procedures and templates for personal

data protection.

For example, before featuring patients in any
of its publicity materials, the staff learnt to
be mindful about getting their permission,
explaining to them exactly what would be
collected and why, and how it was going to
be used. Regular updates through weekly
meetings ensured that staff are kept up-to-
date with the latest PDPA related policies
and guidance.

The TTSH Community Fund embarked on
developing its own personal data protection
manual which set out the processes
concerning data handling. The next step

was to validate its data protection standards
through the DPTM certification, strengthening
its reputation as a trusted charity.

As individuals become increasingly aware

of their personal data protection rights, there
will be a growing demand for businesses, in
particular NPOs, to be able to demonstrate
accountability and have robust data protection
standards in managing personal data. Being
accountable in managing personal data helps
NPOs strengthen their relationship with donors
and beneficiaries. l
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The 2019 edition of the Singapore Corporate Awards honours
the best in the various aspects of good corporate governance,
with a special recognition award going to DBS Group Holdings

\ for the second year in a row.
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he annual black-tie gala dinner for the

Singapore Corporate Awards (SCA) was

held on 23 July 2019 at the Resorts World
Convention Centre. Deputy Prime Minister and
Minister for Finance, Mr Heng Swee Keat was the
guest of honour.

The event was co-organised by the Singapore
Institute of Directors, the Institute of Singapore
Chartered Accountants, and The Business Times.

It was supported by the Accounting and
Corporate Regulatory Authority and the
Singapore Exchange. The presenting sponsor was
Standard Chartered Bank and co-sponsor Jardine
Cycle & Carriage Group.

Ms Wong Su-Yen, Mr Kelvin Tan and Mr Wong
Wei Kong were co-chairs of the awards steering

Deputy Prime Minister Heng Swee Keat.

Event Host (L-R): Terry O’Connor and Elaine Yew.

committee. The emcee-hosts for the evening were
Ms Elaine Yew, Senior Partner, Egon Zehnder,
and Mr Terry O’Connor, Executive Adviser and
former Group CEO of COURTS Asia Ltd.

Guests were entertained throughout the evening
by lively banter between the emcees. They
weaved a super hero theme around the awards,
linking the Best Managed Board Award to The
Avengers (the ultimate team), and the Best Annual
Report Award to the late Stan Lee (the godfather
of the Marvel comics universe, with a knack for
making a good story come alive).

A new award - the Best Risk Management Award
— was created this year, to give due recognition

to companies that have established and disclosed
adequate and effective risk management practices

Co-Chairs (L-R): Wong Wei Kong, Wong Su-Yen, Kelvin Tan.

Victor Lai and the Deloitte Singapore band.



Winning Companies and their Guests

Far East Orchard.

DBS Group.

to support their respective strategic directions.
A total of eight companies were honoured in this
new award category.

Mr Victor Lai, an independent consultant to
Boardroom Limited, together with the Deloitte
Singapore band, performed three songs later that
evening, to warm applause.

The Special Recognition Award was presented
to DBS Group for its all-round excellence

in human capital, and specifically for its
commitment to innovation and excellence
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Frasers Property.

Global Investments Ltd.

in advancing its people agenda to meet the
challenges of a digital future.

Four groups of companies led the winners pack,
with multiple awards under their belt. They

are the CapitaLand, DBS, Keppel and United
Overseas groups of companies. A total of 38
companies and six individuals were honoured at
the Awards night.

The evening ended with all winners and
presenters gathered on stage for a group photo
and a confetti cannon send-off.
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Your hosts for the evening:

Best Annual Report Award: Sin Boon Ann and ~ Best Managed Board Award & Special Recognition  Best CEO Award: Colin Low and Goh Swee Chen.
Adeline Sim. Award: Kyle Shaw and Elizabeth Kong.

Best Investor Relations Award: Jeannie Ong Best Risk Management Award: Koh Kah Sek Best CFO Award: Lester Wong and Lim Cheng

and Gabriel Yap. and Chia Kim Huat. Cheng.

The winners:

Best Managed Board Award — Big Cap Companies (L-R): Best Risk Management Award — Big Cap Companies (L-R):
Panote Sirivadhanabhakdi (Frasers Property Ltd), Wee Ee Cheong (UOB Ong Pang Thye, Adrian Chan, Tan Teck Long (DBS Group Holdings
Ltd), Ng Kee Choe (CapitaLand Ltd), Ooi Sang Kuang (OCBC Ltd). Ltd), Ong Chong Tee.

Best CEO Award (L-R): Daniel Cullen, John Lim, Lee Sze Leong Best Annual Report Award (L-R): Eleanor Lee, Jennifer Luy (Del
(Sing Investments & Finance Ltd), Goh Choon Phong (Singapore Monte Pacific Ltd), Tan Cheng Han.

Airlines Ltd), Lui Chong Chee (Far East Orchard Ltd),

Kwa Chong Seng.

Best CFO Award (L-R): Lee Boon Teck, Mary Lee (Vicom Ltd), Special Recognition Award (L-R): Tham Sai Choy, DPM Heng,
Ho Kiam Kong (Wilmar International Ltd), David Leung (iFast Lee Yan Hong (DBS Group Holdings).

Corporation Ltd), Ong Khiaw Hong.
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The 2019 SGTI Rankings

singapore Governance &
Transparency Index Forum 2019

All-time high results for 2019 Singapore Governance and Transparency Index
reflect continued engagement and commitment by Singapore-listed companies.

ID, in collaboration with CPA Australia and
the Centre for Governance, Institutions and
Organisations (CGIO) of the NUS Business
School, launched the results of the 2019 Singapore
Governance and Transparency Index (SGTI) on
7 August 2019. About 200 directors and senior
management of companies converged at the SGX
Auditorium for the unveiling of the results.

Singtel topped the annual ranking in the
general category for the fifth consecutive year,
while CapitaLand Commercial Trust overtook
CapitaLand Mall Trust to lead the REIT and
Business Trust category.
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The SGTI, now in its 10th year, is a benchmark for
assessing listed companies in Singapore on their
corporate governance disclosures and practices.
The survey instrument reviews the timeliness,
accessibility and transparency of companies’
financial results announcements.

Mr Adrian Chan, Vice-Chairman of SID, in

his opening address, congratulated the award
winners on their sustained efforts to achieve
better governance. The results show greater board
diversity, independence and board renewal, with
a notable overall improvement in stakeholder
engagement.



Guest of Honour Mr Tan Boon Gin, Chief
Executive Officer of SGX RegCo urged companies
to build on the idea of community, with a shared
purpose and common goal. Offering the analogy
of the Neighbourhood Watch programme,

in which communities step up to self-regulate
through “peer pressure, scrutiny and advocacy”,
Mr Tan noted that trust is key to building a stable
community.

Beyond compliance to rules and regulations,

a collective interest to preserve market integrity
would ensure that standards are kept high. For its
part, SGX RegCo would be enhancing the manner
of handling whistleblowers and how it conducts
inspection of market professionals, starting with
Catalist sponsors.

Dr Lawrence Loh, Director, CGIO, presented the
key findings of SGTI 2019. Underscoring the fact
that this is the first survey to measure the impact
of the revised Code of Corporate Governance and
amended SGX Listing Rules, Dr Loh noted that
the mean score for Singapore-listed companies

in the general category this year was at an all-
time high of 59.3. A similar pattern was observed
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for companies in the REIT and Business Trust
category with a mean score of 78.6 this year,
up from 74.5 in 2018.

Notwithstanding the improvement in shareholder
engagement and corporate sustainability,
companies should pay heed to board composition
and board structures. In particular, ensuring

the independence of directors and enhancing
practices in business integrity, were key pillars of
good governance.

Mr Tan presented awards to the top five companies
overall, as well as the top company in each of

the REIT and Business Trust category, Small-Cap
(under S$300 million) category and Mid-Cap
(S$300 million to S$1 billion) category.

A panel discussion, with Mr Melvin Yong,
Country Head, Singapore CPA Australia as the
moderator, closed the session. The panellists were
Ms Rachel Eng, Managing Director, Eng and Co
LLC, and Member, Advisory Panel, SGTL; Mrs
Goh Mui Hong, Director, Global Investments
Limited; Mr Leong Kok Ho, Chief Financial
Officer, Tuan Sing Holdings Limited; Professor
Andrew Rose, Dean, NUS Business School,
National University of Singapore, and Ms June
Sim, Senior Vice President and Head, Listing
Compliance, SGX RegCo.

The theme, “Evolving Business Corporate
Governance: Purpose or Pragmatism”, evoked

a robust discussion on how companies can
enhance their corporate governance practices
amid the new normal of geopolitical uncertainty
and technological disruption.

Mr Chng Lay Chew, Divisional President,
Singapore CPA Australia concluded the forum
with a reminder to leaders and directors to build
up their knowledge and flexibility and provide
the moral compass to steer companies forward,
in the drive to cement Singapore’s reputation as
a global financial centre.
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SPEAKERS

[We have to start] thinking of the market
‘ ‘ as a community first, and not just an
ecosystem. Unlike an ecosystem, a community has
a shared purpose and common goal. Members of
the community rely on each other and are able to
trust one another because they all have a stake in
the community. And because Singapore is small,
the impact of just one thing, one wrong-doing, one
incident, can affect everyone. Just as a single event
can affect an entire community...

First and foremost, we need to agree on our shared
purpose and common goal, which is preserving the
integrity of the market. It is in our collective interest
that standards are kept high and everyone is doing
what he or she is supposed to be doing. Within such
a community, we can build a regulatory presence that
goes beyond rules and regulators.”

“It is impossible to legislate chapter and verse
against every single permutation of conflicts of
interest. But a sponsor can step in to ensure that

a company considers not just the form but also the
spirit behind the rules governing conflicts of interest.
The other professionals advising the company can
do the same.

The result of this shift in thinking from ecosystem
to community enables the whole mindset to change.
Instead of focusing on the transaction in front of us
and haggling over the technical rules, we can take

a step back and think about the precedent we are
about to set, the signal we are going to send to the
rest of the market and the long-term impact on our
shared goal of a safe and trusted community.”

Mr Tan Boon Gin

Chief Executive Officer, SGX RegCo
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‘ Not only is change the new constant, but the confluence
of globalisation and technological advancements has
accelerated the pace of change. On the political and socio-
economic front, uncertainties vis-a-vis Brexit, the ongoing trade
friction between China, Europe and US, the rise of terrorism
and greater polarisation of societies are threatening existing
global rules. So then, how should companies navigate this
VUCA (or volatile, uncertain, complex and ambiguous) world?

We believe that companies have to go beyond pragmatic
tokenism and compromise to truly embrace the profound
changes occurring around us. And good corporate
governance provides the means and the framework to do
that. Good governance should be the lodestar for these times,
guiding us forward towards true north, and giving companies
meaningful purpose.”

Mr Adrian Chan

Vice-Chairman, Singapore Institute of Directors
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‘ With disruption being the new normal, corporate

governance has to evolve. Achieving a high level of
corporate governance is especially important as the fast-
changing business landscape brings many new and ongoing
complexities for boards and senior management. Corporate
governance is not a destination. It's an ongoing journey
where all stakeholders have a part to play. This includes
regulators, directors, management, investors, industry
groups and professional bodies.

The continuing challenge is for boards and management
to embrace the highest standards of governance to meet
the increasing expectations of stakeholders — not just in
letter but also in spirit. Leaders and, especially, directors
of corporations need to have the strength knowledge and
flexibility to provide the moral compass for companies to

function and excel.”

Mr Chng Lay Chew

Divisional President, Singapore, CPA Australia
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PANEL D] ION

L-R: Melvyn Yong, Rachel Eng, Leong Kok Ho, Goh Mui Hong, Andrew Rose, June Sim.

What the SGTI results mean for boards

Beyond the Code, the onus also falls on the
‘ ‘ companies themselves to feel that corporate
governance is a sufficiently important issue to pay
attention to.”

Mr Melvin Yong
Country Head, Singapore CPAA

‘ The thing that stood out for me [in the
SGTI results] is the vast improvements

in stakeholder engagement. In my capacity

as member and sub-committee chairman of

the Corporate Governance Council, we added

a Principle to emphasise engagement of

stakeholders and expanded some provisions of the

Code too. I'm encouraged to see that even before

the Code comes into full force, there is a marked

improvement in stakeholder engagement.”

Ms Rachel Eng
Managing Director, Eng and Co LLC

‘ With disclosure and transparency at 58 per
cent, there is much room for improvement.
As regulators, we focus on the low percentages.
What stood out for me is the improvements in
disclosure of internal controls and I am sure
with the revised Code where we had codified
the internal control requirement, we will see an
increase in percentages in the near future with
regard to disclosure and transparency.”

Ms June Sim
Senior Vice President and Head, Listing Compliance, SGX RegCo
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While I am heartened by the all-time high
‘ score for SGTI 2019, we need to work much
harder. Businesses are evolving rapidly and we
need to work harder to improve the business
processes, and improve the risk framework and
stakeholder engagement.”

Mr Leong Kok Ho
Chief Financial Officer, Tuan Sing Holdings Limited

Given that many companies are listed with
‘ the goal to grow their businesses and tap the
capital market, I think disclosure and having good
corporate governance are very important and so
I am surprised only 20 per cent of listed companies
chose to disclose their Codes of Conduct. It is
important to do so as investors would want to know
how a company looks at things and how they are
going to manage certain situations and the Code
of Conduct is the closet proxy to how a company
manages its businesses and culture.”

Mrs Goh Mui Hong
Director, Global Investments Limited

I am surprised at the wide variations in scores
‘ ‘ across different areas and companies. This
reveals that companies do not really care about the
result — perhaps they are slowly starting to care more.
If the percentages do improve, it is clearly because
companies are compelled to do so via regulations and
not because it is in their interests to do so.”

Prof Andrew Rose
Dean, NUS Business School, National University of Singapore



When the CEO and Chair are the same person

‘ I'm not sure if the

alarming high numbers of
companies where the Chairman

is also the CEO is because we

are looking at Asian companies.

We should learn from the UK
Corporate Governance Code,
where an exception arises
when the CEO is also the
Chairman. Should that be the
case, companies are expected to
provide reasons and also state
accordingly on their websites.”

Ms June Sim

‘ It is important for the Chair

to challenge the CEO’s views
especially on remuneration-related
issues, and that may not be feasible to
do so if they are the same person.”

Ms Rachel Eng

‘ Even though the Chair is

deemed non-independent, if he
is not involved in the daily activities
of the company and he has a wea