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Mr KWAN Kin-shing, Peter 
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Dr LAM Ching-choi 
Medical Director, Haven of Hope Christian Service 
 
Dr Timothy CHAN 
Director, Richmond Fellowship of Hong Kong 
 
Mr NG Shui-lai 
Director, Hong Kong Christian Service 
 
Mrs Justina LEUNG 
Representative, Hong Kong Social Workers Association 
 
Ms Christine FANG 
Chief Executive, Hong Kong Council of Social Service 
 
Mrs Julie LEE 
Chairperson, Parents’ Association of Pre-school Handicapped Children 
 
Mr NG Man-sui 
Representative, Fight for Social Welfare Alliance 
 
Mr YU Chi-ming 
Representative, Fight for Social Welfare Alliance 
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Miss Johanna TSAO 
Assistant Director (Subventions and Performance Monitoring)  
Social Welfare Department 
 
Mr FU Tsun-hung 
Chief Social Work Officer (Subventions Liaison) 
Social Welfare Department             (Secretary)  
  
 
Absent with Apologies 
 
Mr NG Yut-ming 
Representative, Fight for Social Welfare Alliance  
 
 
Confirmation of Minutes of Last Meeting 
 
 Dr Timothy CHAN pointed out that paragraph 33 should be amended 
to reflect his enquiry on whether interest generated from investment of NGOs 
with a Lump Sum Grant (LSG) reserve exceeding 25% level would be 
counted as surplus and clawed back.  The minutes were confirmed subject 
to appropriate textual amendments to be proposed by Dr CHAN after the 
meeting.  
 
 
Opening Remark 
 
2. The Chairperson said that the purpose of this meeting was to have an 
early discussion on staffing issues and other concerns raised by NGOs over 
the past few months related to the implementation of Efficiency Savings 
under the LSG context.  She said that SWD had no predetermined views on 
the issues and would adopt a flexible and facilitating approach to ease the 
sector’s concern as significant reductions in welfare services expenditure 
were inevitable under the overall Government target to restore fiscal balance 
by 2006-07.   She hoped that Members would adopt an open attitude in 
exploring feasible measures that would be accepted by all the stakeholders 
concerned, inter alia, the NGO management, the front line staff and the 
service users.  She recapitulated the background to the current discussion 
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including the SWD briefing on Efficiency Savings last November, the 
exchange between the Financial Secretary (FS) and Mr Bernard CHAN, the 
Chairman of the Hong Kong Council of Social Service (HKCSS), on staff 
related issues under LSG in the context of Efficiency Savings, and the protest 
of some staff unions.  The Department had examined all the issues raised 
and formulated initial responses as listed in Annex 2 to the Discussion Paper 
LSGSC 5/2003.  Since the LSGSC had representations from NGO 
management, staff and users, she considered the Committee a good and 
useful forum for such exchanges to take place with a view to arriving at some 
consensus or understanding which might then be promulgated to the sector.  
 
 
Concerns over Staff and Other Related Issues under Lump Sum Grant 
in the Context of Efficiency Savings (Paper LSGSC 5/2003) 
 
3.  The Chairperson informed Members that the Department would 
deliver Efficiency Savings for 2003-04 by applying an across-the-board cut at 
1.8% to the amount of subventions net of four exempted items, namely 
provident fund payable on actual basis for NGO snapshot staff, rent and rates 
reimbursement, foster parent allowance and incentive payment for sheltered 
workers.  By exempting these four items, the Department had to make up 
the shortfall of about $14.5 million savings from areas other than subventions 
to NGOs in 2003-04. 
 
4.  The Chairperson further remarked that departments would have to 
deliver more savings in the three years beyond 2003-04, and the exact saving 
targets had yet to be announced.  In the process, the Department would 
ensure as far as possible that essential services to the public would not be 
undermined.  However, she pointed out that the achievement of Efficiency 
Savings between now and 2006-07 would be a more difficult task as 
compared with the Enhanced Productivity Programme (EPP) because the 
target savings would be much greater than 5%.  Moreover, when EPP was 
implemented, there were still room for service development and the target 
savings could be achieved through in-situ expansion, but such would unlikely 
be the case in the coming few years.  The situation was further complicated 
by the fact that the final phase of Efficiency Savings would coincide with the 
termination of the Tide-over Grant (TOG) after 2005-06 and moreover, by 
that time NGOs above the benchmark would have to come down to the 
midpoint salary by 2% annually.  Although full implementation of LSG had 
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provided NGOs with more flexibility in achieving the target savings, she 
acknowledged that the combination of the above factors would pose a major 
challenge.  
 
5.  Before discussing the concerns of the NGOs sector, the Chairperson 
reiterated the principle as stipulated in paragraph 8 of the Discussion Paper 
that staffing matters were entirely employer-employee matters within the 
autonomy of NGO management.  The Administration’s obligation under 
LSG was one of funding towards NGOs to ensure that they had sufficient 
funds to honour their contractual commitment in terms of annual salary 
increment and provident fund (PF) benefits to their snapshot staff.  
Moreover, as a matter of principle, the obligation for the employer to honour 
their contractual commitment should not rule out the possibility for the 
employer and employees to come to a consensus to vary their contract terms 
to support re-engineering in facing the challenges brought by the fiscal 
deficit. 
 
6.  The Chairperson said that in light of expenditure reduction, the 
Department could prioritise and rationalize existing services with a view to 
reducing some less essential ones.  This approach would mean withdrawal 
of subventions from some NGOs and staff redundancies would be 
unavoidable.  However, she was aware that some NGOs would like to know 
the room and scope for them to revisit the remuneration package with 
existing staff so that jobs could be retained.  The Chairperson said that in the 
subsequent discussion on staffing issues in NGOs, the Department would 
uphold the guiding principles as stated in paragraph 10 of the Discussion 
Paper, which were reiterated as below- 
 

 the Department would uphold the funding relationship between SWD 
and NGOs; respect the NGO management’s autonomy and responsibility 
in managing their respective employees; 

 
 the Department would not side with either the NGO management or staff 

but would be happy to perform a “referee” role and a “facilitator” role 
with a view to helping NGO management and staff developing a 
common ground for action to tackle the challenge in the coming years; 

 
 the Department would adopt a liberal approach in funding arrangement 

as long as it was within the Director of Social Welfare’s prerogative to 
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facilitate NGOs’ capability in financial management, human resources 
management as well as service re-engineering; and 

 
 the Department would have to be assured that the service quality and 

rights of service users would not be undermined.  
 
The Chairperson further remarked that she would look upon HKCSS to play 
a facilitating role in the process.  She then invited Members to share their 
views. 
 
7.  Mr NG Man-sui pointed out that ever since his participation in the 
“Working Group on Implementation of the 1999 Subvention Review Exercise 
Proposals” and then this Committee, he had been of the understanding that 
NGOs switching to LSG should honour their contractual commitment to all 
snapshot staff until they left the NGO.  Moreover, the granting of TOG was 
to assist NGOs to carry out re-engineering measures within the TOG period 
and the Department had set out four conditions under which NGOs might 
request the Department to consider extension of TOG even after 2005-06.  
Under such circumstances, he did not see any financial reason for NGOs not 
to honour the contractual commitment within the TOG period.  While citing 
examples that some NGOs had already implemented cost cutting measures by 
varying the employment contract, such as freezing the annual increment of all 
staff, he was afraid that there would be more similar incidents in the near 
future.  He stressed that he would only accept the situation for staff and 
management to arrive at a consensus to vary the employment contract for 
snapshot staff after the TOG period in 2006-07, but not before the 
termination of TOG.  He said that he was disappointed with the letter issued 
by the FS Office, which was tantamount to giving a green light for NGO 
management to alter the employment contracts unilaterally. 
 
8.  Mr YU Chi-ming shared his experience that his employing agency 
had conducted thorough discussion and consultation with all staff members 
before making the decision to join LSG.  There was a mutual understanding 
that management and staff would discuss in a transparent and fair manner 
over means to cope with the financial hardship if such existed after the TOG.  
He was of the view that staff would be ready to join hands with management 
to sustain the operation of the agency if there was a genuine need.    
Moreover, he felt that the Government should give assistance whenever the 
NGO was facing problem.  
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9.  Mr NG Shui-lai stressed that the sector would agree to the common 
ground that any change should cause least disruption to service delivery.  He 
was of the view that the discussion should be focused on the means to come 
up with a solution being considered as just and fair by all stakeholders 
concerned.  On re-negotiation of staff contract, he pointed out that the 
Department should understand more the sentiment and anxiety of both 
management and frontline staff, who needed to be assured of continuity of 
funding support and job security respectively.  If such were not properly 
managed, there would be accusations that the decision to join LSG was the 
cause to the threat in job security.  While appreciating that the LSG 
environment allowed NGOs more flexibility in drawing up their plan to cope 
with the cut in subventions, he advised that NGO management should spend 
more effort to explain to staff the management decisions and also to address 
their concerns.   
 
10.  Dr LAM Ching-choi, while recognising the differences in financial 
management between the welfare and the health sectors, shared his 
experience on how the Hospital Authority handled the budget cuts.  He 
pointed out that faced with the expenditure reductions, the Hospital Authority 
had been critically examining room for service rationalisation, such as cutting 
hospital beds, closing services and even hospitals, to achieve savings.  
Moreover, there was progressive decrease in staff numbers through voluntary 
retirement and termination of contracts with contract staff.  He, however, 
pointed out that the practice of the Hospital Authority might not be feasible in 
the welfare sector because currently the service output, which was defined by 
the Funding and Service Agreements (FSAs), could not be varied unilaterally 
by NGOs.  Moreover, quite a few NGOs, as in his case, had reached a 
consensus with staff that there would not be staff redundancy as a result of 
switching to LSG.  He was of the view that if not because of the impact of 
Efficiency Savings, most NGOs would manage to achieve a balanced budget 
after re-engineering effort within the TOG period.  He further remarked that 
while he generally felt that most NGOs would be able to cope with a 1.8% 
cut in 2003-04, anticipated subventions reduction in the years subsequent to 
2003-04 would pose a serious threat.  He considered that the demand from 
Efficiency Savings had rocked the basis of LSG, and therefore NGOs had to 
re-examine their coping strategy immediately, instead of waiting until the end 
of the TOG period.   He did not think that the accumulation of funds 
through the LSG reserve, even up to the 25% cap, could offer a long-term 
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and effective solution to the anticipated financial hardship under the 
requirement of Efficiency Savings.  Therefore, he advised that NGO 
management should plan ahead and try to secure staff understanding and 
agreement on the action plans.  Otherwise, NGOs would have no choice but 
to apply a substantial cut in staff numbers and salary abruptly after the TOG 
period, which would be undesirable to all the stakeholders.   
 
11.  In response to Members’ views, the Chairperson assured them that 
she would inform the sector the savings target beyond 2003-04 once she was 
in a position to do so but NGOs should be prepared for a rather significant 
reduction as could be anticipated given the adverse fiscal situation of the 
Government.  Responding to Dr LAM’s analogy with the Hospital Authority, 
she said that SWD’s relationship with over 180 NGOs receiving subventions 
was one of funder and service provider.  She would not assume that the 
volume and quality of services provided by NGOs could remain unaffected if 
a major cut was to be applied.  What she had in mind was the need to 
implement a “menu” of savings measures to deliver the requisite savings.  
In those circumstances, the FSA output standard would naturally have to be 
reviewed to take account of the service re-engineering and rationalisation to 
be implemented.  She said that she could not disclose what were on the 
Department’s “menu” as savings initiatives but the major re-engineering and 
integration of services whether in youth, family or elderly, had helped to 
identify the key ones from the less essential ones.   
 
12.  Dr LAM Ching-choi echoed that a change in the FSA requirement 
might allow more room for NGOs to achieve Efficiency Savings, and even 
for those NGOs that had pledged to avoid staff redundancy, such would be 
legitimate if the service had gone.   Mr NG Shui-lai agreed that, from 
management point of view, it appeared to be easier for the management to lay 
off some staff for the reason of closing down service units rather than cutting 
the benefit of all staff.  However, he pointed out that some NGOs, for some 
reasons or others, might prefer to be given the flexibility to re-negotiate with 
existing staff on employment benefits instead of dismissing them. 
 
13.  Dr LAM Ching-choi shared his observation that some staff might 
have interpreted the LSG safeguard as an absolute one and thus they would 
look upon SWD’s support whenever their job security was at risk.  He 
suggested the Department to pass a clearer message to the sector that some 
guiding principles of LSG, especially the protection of snapshot staff, might 
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have to be reconsidered under the context of Efficiency Savings when 
services had to be curtailed.  Such an initiative from the Department would 
clear the accusation that the NGO management was doing something unjust 
against their staff.  The Chairperson responded that though salary 
increments and PF were protected under the LSG arrangement and there was 
no intention to renege on the arrangements, the question was that the baseline 
funding (or the base salaries of existing staff) would be reduced under the 
Efficiency Savings requirement.  While stressing that she, as the Director of 
Social Welfare, was ready to play the role to explain to the sector the impact 
of the fiscal deficit, she urged the NGO management to take up their 
management role in maintaining open and transparent communication with 
their staff.  She also called upon staff unions to play their role to keep staff 
calm in the discussions. 
 
14.  Mrs Justina LEUNG expressed her view that the public should be 
helped to understand that even though NGO management wished to honour 
the contractual commitment; the financial situation might not allow them to 
do so.  NGO management was in a difficult position that they had to reduce 
operational expenditure and handle the staff expectation to be protected under 
LSG simultaneously.  She further pointed out that if the Government finally 
decided to cut service as a means to achieve Efficiency Savings, the sector 
would have to handle the problem of staff redundancy.   She expected the 
Department to take an active and leading role in explaining to NGO staff the 
impact of the Government’s financial deficit upon their employment benefits.  
Specifically, she wished the Chairperson to have direct dialogues with NGO 
staff.  The Chairperson pointed out that she was ready to do so with the 
blessing of this Committee and hence the Department had taken the initiative 
to devise some reasonable responses to the sector’s concern as set out in the 
paper.  She hoped the meeting could deliberate on these and arrive at a joint 
position that would help all to overcome the problems.  However, she 
strongly considered it not appropriate for NGOs to withhold the needed 
action on their part. 
 
15.  Dr LAM Ching-choi pointed out that any change of the employment 
terms as a preparation to deal with the fiscal deficit should be achieved 
through mutual consent between management and staff.  He, however, was 
of the observation that large NGOs might only be able to achieve general 
agreement amongst staff, but not a 100% consensus amongst all staff.  He 
anticipated that there would be requests from NGO staff to activate the 
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hearing mechanism of this Committee once they considered themselves not 
being fairly treated in the process.  He thus considered it necessary to draw 
up some common principles as guidelines for the hearings.  Mr NG Shui-lai 
reiterated that in approaching this issue, apart from reasoning, NGO 
management, as well as this Committee, should address the staff sentiment.  
He pointed out that the general perception amongst frontline staff, valid or 
not, was that the snapshot staff would receive strict protection of their 
employment terms after the employing NGO switched to LSG.  He 
considered a repetition of the principle that the change of employment 
condition was an employer-employee relation would not help much in 
achieving a solution.    
 
16.  Ms Christine FANG pointed out the possibility for the staff side not 
being able to achieve a mutual agreement with the management side in the 
process of contract re-negotiation.  She opined that the hearing mechanism 
of this Committee should be reactivated under such a circumstance.  She 
thus agreed with Dr LAM’s view that there was a need to review the 
principles for the hearing mechanism.  On the correspondence between FS 
and the Chairman of HKCSS, Ms Christine FANG was of the view that the 
sector might need some clarification over the interpretation on protection of 
snapshot staff under LSG arrangement.  Such a clarification was necessary 
in determining whether a complaint over not honouring contractual 
commitment should be heard by this Committee. 
 
17.  Mr NG Man-sui expressed that the Fight for Social Welfare Alliance 
was of the stance that the message in FS’s letter, which affirmed the 
employers’ autonomy to change the employment contract, had breached the 
principle that NGOs should honour their contractual commitment with 
snapshot staff upon switching to LSG.  He considered the Department, apart 
from the provision of TOG and PF pay-actual arrangement, should provide 
sufficient funding for NGOs to honour their contractual commitment.  He 
was of the view that Efficiency Savings, which represented a cut upon the 
baseline provision, would affect the NGO’s ability in honouring their 
contractual commitment with their snapshot staff. 
 
18.  In response, the Chairperson repeated that there might be a 
possibility for the Government to close down non-core service units to 
achieve the saving targets beyond 2003-04.  In such a case, NGO 
management would be left with limited room, apart from laying off staff, to 
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manage the situation.  She pointed out that cutting services would always be 
an easy way out under fiscal constraints, but she had been taking seriously 
the sector’s request for alternative means.  Mr NG Shui-lai was of the view 
that the NGO sector and SWD should solve the problem with concerted effort, 
and he advised the Department to inform and discuss with the sector all 
options other than an across-the-board cut.  Moreover, Mrs Justina LEUNG 
was of the view that if there was a plan to cut services, the Department 
should have a position of the implementation plan, which should include an 
assessment over the anticipated impact on all stakeholders.  Mr NG Man-sui 
also stressed that the Department should be answerable for cutting public 
service as a means to achieve Efficiency Savings.  The Chairperson assured 
that the Department would actively engage the sector in discussion before 
firming up any plan for service re-engineering and service rationalisation.  
But the fiscal reality should not be ignored. 
 
19.  On re-negotiation of employment contracts, Mr NG Shui-lai pointed 
out that the incidents for some NGOs to have cut the benefit of their staff 
might suggest their difficulty to cope with the 1.8% cut.  Mr NG Man-sui 
requested the Department to explore the rationale for those NGOs to change 
the employment conditions.  He considered that the Department should 
review with these NGOs on whether such measures were over reactions to 
subventions cut.  However, if there were NGOs having genuine difficulties 
to cope with the 1.8% cut and subsequently decided to cut staff benefits, he 
would like the Department to clarify whether the Department would 
intervene.  Moreover, he would like the Department to confirm whether 
NGO management would have the liberty to change the employment contract 
of their snapshot staff if the cut were more than 1.8%.  On this point, Dr 
Timothy CHAN shared his observation that many NGOs, including those 
small ones, could cope with the 1.8% subventions cut.  Moreover, he 
considered that many staff would be ready to discuss with their employers on 
strategies in facing the challenge brought about by the fiscal problem.  He 
appealed to both NGO management and staff to keep up with open and 
pragmatic discussions. 
 
20.  Mr NG Man-sui further pointed out that the Department should not 
place all the responsibility onto NGO management concerning the change of 
employment contract.  He enquired whether Mr FU Tsun-hung, as the chief 
officer of the Subventions Liaison Section, had come into contact with NGOs 
having changed their employment contract with their snapshot staff and what 
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his observations were.  In response, Mr FU Tsun-hung informed the meeting 
that he had come across cases that both management and staff after taking 
into consideration the long-term development of the NGO decided to change 
the remuneration package of the staff.  In the process, staff well understood 
that the employment contract was a living document and could be changed 
subject to mutual consent of both parties, and they did not consider it a 
breach of the commitment to honour the contractual obligation. 
 
21.  After full deliberation over the circumstances and concerns over 
re-negotiation of staff contracts under the context of Efficiency Savings, the 
meeting concurred that Members should have some commonly agreed 
principles for reaching conclusions when a complaint case was referred to 
this Committee for hearing.  Mr NG Man-sui pointed out that the 
Committee should not accept any change of the employment contract as 
legitimate just on the ground that there were no complaint from the staff side.  
He was of the view that the employer-employee relationship was not always 
on an equal basis when negotiations were contemplated.  He firmly believed 
that the employment contract, apart from being a protection towards the 
benefit of the staff, should also be an obligation and commitment for both 
parties.   
 
22.  Dr LAM Ching-choi pointed out that TOG was a provision for 
NGOs to honour their commitment to meeting the incremental creep of 
snapshot staff, but not a provision to top up all deficits.  There would be 
situations that NGOs, even with proper financial management and planning, 
had to initiate measures such as freezing salary increment to maintain the 
long-term financial viability.  Mr KWAN Kin-shing shared his view that 
frontline staff were willing to accept change, and management were also keen 
to explore ways to effect the change in a smooth and efficient manner.  He 
cited the case that 17 NGOs had participated in a Business Improvement 
Project, which was endorsed by this Committee and now under the 
co-ordination of HKCSS, to examine means to improve their financial and 
human resources management systems, including the design of remuneration 
packages that would meet the needs of individual NGOs.  The difficulties 
ahead for most NGO managers were that they lacked sufficient information 
over the implementation details of the Efficiency Savings initiatives and the 
anticipated subventions reduction in subsequent years.  He expressed his 
view that he would prefer to try agree with staff some changes to the 
employment contract instead of laying off staff members.   
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23.  Dr LAM Ching-choi proposed that the Committee should examine in 
the hearings all the factors, such as the financial condition of the NGO, the 
staff’s acceptance, the degree of transparency and staff participation in the 
decision-making process, etc.  Ms Christine FANG admitted that there 
might be a case for re-negotiation of employment contract when the baseline 
provision was not sufficient to honour the original contractual commitment.  
She considered it necessary for this Committee to consider whether financial 
hardship could be accepted as a justified reason for changing the employment 
contract of the snapshot staff.  She said that HKCSS was ready to organise 
sessions to share good practices for NGOs to solve the financial hardship 
through proper human resources management initiatives.  In this juncture, 
Mrs Justina LEUNG reiterated her view that the Department should consider 
taking the lead to explain to the sector that it was legitimate for the 
management to change the employment contract of snapshot staff for reasons 
of insufficient funding. 
 
24.  Mr NG Man-sui concluded his view that when NGOs were provided 
with sufficient funding, there should not be any reason for management to cut 
the employment benefit of the snapshot staff, and the Department should be 
responsible for the NGO’s financial hardship as a result of cutting 
subventions.  He insisted that the negotiation process was the key issue to be 
examined whenever there was a complaint.  He stressed that the process 
should be fair, just and open.  Moreover, he considered it necessary for the 
Department to inform the sector the fact that subventions provision was 
insufficient for the NGOs to continuously honour their commitment under the 
original contract with the snapshot staff. 
 
25.  Regarding the concerns over staff and related issues as listed in 
Annex 2 to the Discussion Paper, Mr NG Shui-lai raised a doubt on whether 
responses to such concerns were imminently required as the sector was 
generally of the view that the 1.8% cut was a modest one and with the TOG 
provision and PF pay-actual arrangement, there might not be situations 
leading to staff redundancy or unilateral change of employment contracts.  
The sector’s major concern was on the saving targets subsequent to 2003-04.  
Under such circumstances, Members considered that since the 1.8% cut 
would not trigger all these issues and worries, it was not appropriate to put 
them up for public discussion at this stage.  Members thus decided to 
withhold discussions over these concerns in this meeting. 
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26.  Ms Christine FANG pointed out that the sector might need more 
chance for discussion over the future strategy to achieve the saving targets.  
She stressed the need for consensus and mutual understanding so as to 
minimize any undesirable impact on service delivery.  Dr Timothy CHAN 
also agreed that communication between NGO operators and the Department 
would be conducive to a smooth transition.  Mr NG Shui-lai further 
considered that the discussion should also focus on the impact on service 
users.  Mrs Julie LEE showed her understanding that Efficiency Savings 
would have impact on all stakeholders, including the service users.  She was 
confident that the Department would take into consideration the benefit of 
service users in working out the future strategies.  To conclude, the 
Chairperson assured Members that the Department would attach importance 
to openness and communication in working with the NGO sector the future 
strategies to cope with the challenges ahead. 
 
 
Date of next meeting 
 
27.  The Secretary would inform Members the date of next meeting when 
it was confirmed. 
 
 
 
 
 
 
 
 


