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Dear Stuck-in-this-startup

I can see you are in a difficult situation.

The corporate governance situation you 
describe is, unfortunately, not uncommon 
with many startups.

It stems from the misimpression that 
startups should only focus on viability and 
valuation, at the expense of good corporate 
governance.

Startup progression
Part of the reason for this misconception 
arises from how startups evolve. Most begin 
as entrepreneurial ventures funded by the 
founders and “family and friends” who tend 
to fully and blindly entrust the entire running 
of the company to the founders. 

In the initial period, the focus of a venture is 
on proving the concept on which the startup 
was founded. 

As the startup grows, it invariably needs 
funding. Much of this comes from funders 
(angels, venture capitalists, etc.) who are 
keenly aware that the survivability of their 
investments is not high. But, they hope for 
an outsized return for those that succeed. As 
such, the focus tends to be on the viability of 
the startup. 

At the same time, the nature of a startup 
funding life cycle is to ensure increasing 
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I am sometimes invited to board meetings 
to discuss finances. These tend to be very 
informal, and the discussions revolve 
mainly around eyeballs and valuation.

I’ve asked about getting an independent 
director on board. Our founder’s view is 
that independent directors are a waste of 
time until we are ready to go for a public 
listing. He believes there is not much 
apart from money that non-executives can 
contribute at this stage of our development. 

I am not the only one who feels concerned 
about the state of affairs. Three of my 
colleagues have privately discussed 
whether the situation is sustainable. Two 
other colleagues have given up and left.

Frankly, we want to move on. But we have 
stocks that were given to us when we 
joined, as well as pretty good employee 
stock options, and don’t want to see those 
go down the drain. We think the company 
has potential, and are afraid that if we 
don’t do something now, it could all come 
to nothing. But we are worried of being 
victimised if we speak up.

What’s your advice?

Yours sincerely

Stuck-in-this-startup

Dear Mr Sid

Stuck in a Startup 
I am not a director but an employee, and 
I have a corporate governance concern to 
share with you.

About two years ago, I joined this startup 
with a pretty cool product and some big 
plans in the sharing economy. We have 
since achieved some serious traction in 
the B2C market. On the surface, we are 
successful.

I feel I should be living the dream, but it’s 
becoming more of a nightmare. So, why am 
I not happy?

First, the workplace culture bothers me. It’s 
very “blokey” (did I mention I am female?), 
and the women on the team are made to 
feel as if we are not really team players 
when we snub the sexist jokes that are 
being thrown around or don’t join in the 
after-work drinks that happen almost every 
other day. Sometimes, things can get out 
of hand, especially when the founder-CEO 
has one drink too many.  

But more than that, I worry about the 
governance. I was hired as the head of 
finance and it concerns me that nobody else 
seems to care whether, for example, sales 
returns are submitted on time, management 
reports are accurate or even completed, or 
receivables are followed up.

Of course, I understand that, as a 
startup, the priorities are different. To 
quote our founder, “Volumes, eyeballs, 
and product enhancements will eat 
compliance for breakfast, at least for the 
first five years.” But I feel my reputation 
is at stake.

We recently raised nearly S$100 million. 
While that’s good, I am uncomfortable 
with what I think are the highly-inflated 
projections our founder made to the 
venture capitalists to get that valuation. 
To be fair, he does push the team pretty 
hard, though sometimes to the extreme, 
to meet the numbers. Many of my 
colleagues have burnt out and left.

My concern is that while we appear to 
be meeting the numbers from a revenue 
standpoint, we may also be just buying 
time with investors’ money. The hole we 
are burning is getting bigger by the day.

I would think this is something the board 
should worry about, but apparently it 
does not. 

Apart from the founder, the board 
comprises one of his close friends who 
put in some seed money, and the venture 
capitalist who brought in the Series B 
funding. And that’s it. 
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Mr Sid's References (for this question)
Board Guide
Section 1.2: Company Performance
Section 4.2: Value Creation

Boardroom Matters: Volume II 
Chapter 5: Should Startups Bother With Corporate Governance?, 
by Chin Hooi Yen

Boardroom Matters: Volume III 
Chapter 18: How Boards Can Add Value to Startups and their 
CEOs by Eugene Wong

SID Directors Bulletin (this issue)
Unicorns and Decacorns (page 32)
Getting the Right Board for Startups (page 56)
Leadership Transitions: From Startup to Grown Up (page 58)
Expanding Horizons: So, You Want to be a Startup Director? 
(page 64)

Third Party Sources 
Alfred Lee, “Most Big Private Tech Firms Fall Far Short 
on Governance”, 28 November 2017, The Information 
(www.theinformation.com)

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. Armed with his favourite Corporate 

Governance Guides for Boards in Singapore 

and other materials, he relishes answering 

members’ questions on corporate governance 

and directorship matters. But when the 

questions get tricky, he transforms into 

SuperSid, and flies out to his super network of 

boardroom sidekicks to find the answers.

valuation so that it is attractive to those 
coming in later, while rewarding the earlier 
investors. A “down round” is not seen as being 
successful.

In addition, startups are generally highly 
dependent on the founders and their visions. 
The founder can make or break a startup. 
As such, investors and the board may treat a 
successful founder with kid gloves. 

Viability and valuation focus
This laser-like focus on viability and valuation 
as well as the “hero” status of the founder 
can lead startups and their boards (often 
comprising the founder and the major 
investors) to ignore other aspects of corporate 
governance. It is not uncommon for the board 
to be blind to the flaws of a founder when he 
or she seems to be successfully growing the 
enterprise. 

Uber is one such example, where it took 
significant publicly-aired allegations of 
wrongdoings for change to be effected. 

You are right to point out that as the startup 
scales up, the major investors may require 
greater governance and the addition of 
independent directors. However, a history 
of limited good governance practices and 
the cult-like status of a strong founder could 
ensure that the status quo continues. 

A recent study of the top 30 prominent, 
privately-held tech companies in the US by 
digital media company The Information (see 
“References”) found:
• Many of these firms have weak corporate 

governance practices.
• Two key elements of good board  

composition – diversity and independence 
–  are relatively rare on these boards.

• Insider control by founders and other insiders 
remains the norm despite high-profile 
problems. 

Such situations are, of course, unhealthy. 

Good governance 
What might surprise many startup boards is 
that good governance – which is fundamentally 
about value creation and ensuring the sustainable 
performance of the company – is actually aligned 
with their objectives of viability and valuation.

However, there are also other critical aspects 
of good corporate governance. These include 
engagement of stakeholders beyond the investors, 
ensuring the fair treatment of employees, and 
ethical business practices, all of which are 
important to any company for the long-run.

A startup board that ignores these matters 
actually threatens the sustainability of the 
company. A more self-aware and informed 
board will be able to see that it is in the collective 
interest of the investors, company, the board 
and the founder-CEO (who may be the largest 
shareholder) for these issues to be properly 
addressed.

Your options
In your case, continuing with the status quo is not 
a good option. It troubles you, and the company 
could eventually go under at this rate. You have 
several courses of action.

First, you should recognise the clout you have in 
resolving the situation:
• You are a shareholder. As such, you have a 

right to be heard by the company and board.
• You are an employee serving a key function. 

Finance is the lifeblood of any enterprise. You 
are familiar with the implications of different 
financial scenarios. This is valuable to the 

company, CEO and board. In today’s tight 
labour market, you are even more valuable.

• You can have the power of three, maybe even 
five. There are, at least, three of you employee-
shareholders who are in the same situation. In 
addition, you may want to bring into the picture 
the other two former employee-shareholders 
whose stock values are also at risk. 

Second, you need to work out among yourselves 
whether the better option is to approach the 
founder-CEO and seek to put him on the correct 
path, or to go straight to the board. 

In either case, it should be clear to the founder or 
board that your concerns are authentic and that there 
is a risk to them if they do not address these concerns. 
Hopefully, the media publicity surrounding startups 
with poor corporate governance will provide the 
board and CEO good lessons on what could go 
wrong if they do not step up.

As for the recommendations to the founder or 
board in moving forward, you could suggest the 
following:
• Expand the board to include more independent 

and diverse members.
• Have formal board meetings that require 

members of management to present to, and 
engage with, the board.

• Develop and agree with the board and 
management a business strategy with clear and 
practical targets, not just what is in the mind of 
the founder. 

• Establish a human resource policy that 
discourages discrimination and establishes 
ethical standards.

Wishing you all the best on your startup journey.

Yours sincerely

Mr Sid


