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d)

literary skills (and in particular for international third-sector
organizations, the lack of English or multilingual abilities); lack of
relevant training/expertise in Hong Kong, and lack of experience in
volunteer development. It is also particularly difficult for Advocacy
organizations to find the right candidates who are passionate about
thelr issues.

Staff management

A critical issue in management is the appropriate re-alocation of
manpower resulting from government restrictions. For government-
subvented organizations in the Education, Health and Welfare sub-
sectors, there were complaints about heavy workloads in dealing with
bureaucracy and administration, which took valuable time away from
frontline work. For other third-sector organizations, including small
advocacy groups most dependent on volunteers, people who work for
them generally have heavy workloads, which often lead to “burnt out”.

Volunteers and Boards

The Third Sector may be said to have three types of volunteers: those
who serve at the board level, volunteers who provide professional help,
and general volunteers. In general, our study showed that interviewees
had problems finding, using and keeping volunteers. This may well be
due to a lack of focus and inexperience in how to put volunteers to
good use as well as not having sufficient time to spend on developing
the volunteers.

i) NGO Boards — The key function of a board of directors is to
ensure proper governance of an organization. However, thereisa
substantial difference between how a board functions where the
NGO is a start-up and one that is already established or that is
large and having a long history. Whichever stage it is in, the
board and staff need to work as a partnership. Start-up boards are
often quite “hands on” as the board members are usually
believers in the cause and understand the organizational mission
well. A more established NGO board helps deal with macro and
strategic issues. Board members are often people with a close
connection to the organization to whom staff can go for
assistance ranging from talking ideas through to seeking fund
raising help and asking for introductions to others who may be
helpful to the organization. The more established and large
NGOs in the health, welfare, arts, tertiary education and business
sectors have influential people serving on their boards and
councils although the degree of participation and involvement
vary considerably. The interviewees generaly expressed
difficulty in finding the right board members who are willing to
be active and who can use their connections and resources to
build the NGO.

ii)  Professionals — Apart from religious organizations, the other
third-sector organizations prefer to have greater participation by
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professional volunteers whom they could call upon for a variety
of expert advice beyond having law and accountancy firms
serving as honorary legal advisers and auditors. Thisis necessary
in an increasingly knowledge-driven environment where third-
sector organizations must display sufficient expertise in carrying
out their missions. Working with third-sector organizations can
provide professionals with employment opportunities and even
better career development, as well as more latitude in trying out
new ideas or ways of doing things.

i)  General Volunteers — Many NGOs, particularly government-
subvented welfare and health organizations, recruit volunteers on
an ad hoc, short-term, basis. Some use volunteers to perform
core services where resources are insufficient. Volunteers in
these sectors often receive basic training on how to perform their
work but the high turnover rate means the NGOs have to spend
considerable time on equipping volunteers to assist them. Some
third-sector organizations do not have the capacity, competence
and/or resources to use volunteers effectively as these volunteers
need clear guidance as well as close supervision. Political groups
said they had problems sustaining longer-term interest among
their volunteers. Language is a barrier for international third-
sector organizations to recruit volunteers, as it is a barrier for
local Cantonese-speaking organizations to tap the non-Chinese
speaking community in Hong Kong.

C) NGO Reputation and Accountability

While most third-sector organizations said that Government policies do not
require or encourage NGOs to operate at a high standard of transparency
and financial accountability. This may well be the result of the longstanding
laissez-faire attitude within Government culture. Since notions of
transparency and accountability are relatively new even for the Government
and market sectors, it is not surprising that there is a lack of specific
requirements on these issues for the Third Sector. However, with these
notions gaining ground in Hong Kong, including the push for better political
accountability within the Government and corporate governance within the
market sector, the interest in ensuring higher standards within the Third
Sector will likely follow. The Social Welfare Department recently published
a booklet called “Leading Your NGOs’ and commissioned a study on
corporate governance of the subvented non-governmental organizations in
Hong Kong. The maor objective is to further strengthen the corporate
governance of publicly funded organizations.

a) Overdl positive public view of third-sector organizations
A majority of the third-sector organizations interviewed did not see
ethics and accountability as problem areas for the Third Sector. They
believed on the whole that the sector operated with integrity and that
the overal reputation of the Third Sector remained positive in the
public’s mind. Many of them also saw themselves as leaders in such
areas as being equal opportunity employers.
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b)

The positive overal attitude towards third-sector organizations has
much to do with the fact that these are non-profit organizations. The
public accepts that on the whole third-sector organizations do what
they do for the social good and not for financial gain. However, while
they have a generaly favourable view of the Third Sector, the irony is
that they have low expectation of their performance and accountability
precisely because of their non-profit nature. As discussed in a previous
section, this leads to the work of the Third Sector being undervalued.
As aresult, parents, schools and students do not see the Third Sector as
a priority when it comes to career development, resulting in third-
sector organizations having staff recruitment problems.

Lax regulatory structure

The assumption that third-sector organizations do not operate for profit
has also led to low levels of regulation. The Societies Ordinance
reflects this assumption most clearly. The law requires “societies’ to be
registered. Section 2 defines “societies” widely to include “any club,
company, partnership or associations of persons, whatever the nature or
objects’. Section 5A provides that a society established solely for
religious, charitable, social or recreationa purposes or as a rurd
committee can apply for formal registration exemption. Societies are
however not required by law to have their annual accounts audited.
While that is not to say third-sector organizations formed under the
Societies Ordinance are financially less accountable, the fact is that the
matter is left to individual organizations on avoluntary basis.

In reality, whether formed under the Companies Ordinance, which does
require annual auditing, or under the Societies Ordinance, NGOs that
receive government subventions or private sector grants must comply
with what the funding organizations require in terms of accounting and
accountability. Social welfare NGOs receiving money from the Social
Welfare Department or NGOs receiving funds from large donors, such
as the Hong Kong Jockey Club, have to provide detailed accounts on
each item of spending, an effort that takes considerable time to track
and prepare.

A number of international NGOs pointed out that the regulatory gate-
keeping role is paradoxical. In the case of the Inland Revenue
Department, once charitable status has been granted, there is no
mechanism for regulating fund-raising. These NGOs believe the whole
sector would benefit from having to observe a higher standard of
accountability, which could best be done through an explicit
government policy backed by legisation that regulated non-profit-
making organizations.

Conflict of interest

Some third-sector organizations pointed to potential areas of conflict of
interest. For example, the interviewees pointed to situations where the
management of an NGO became “too friendly” with Government
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officials in order to get more benefits; where environmental groups
compromised their independence by getting “too close” to corporate
donors; where political groups toned down their criticisms after
accepting donations from large donors; and where issues were “blown-
up” in order to get greater media coverage. The international NGOs
raised the issue of how NGOs could be less “pressured” into changing
their positions after they have accepted a donation and suggested that
stronger and more frequent networking among NGOs might help.

D) Attitude Towards Gover nment Policy

a)

b)

General policy towards third-sector organizations
In terms of government policy towards the Third Sector, the
interviewees wanted to see the following:

e Officia recognition and acknowledgement of the importance of the
Third Sector to the overall well-being of Hong Kong;

e Development of a policy to enable the Government to play a better
facilitation role to enable a more vibrant Third Sector; and

e Consultation of and partnering with the Third Sector by the
Government in the development of better specific policies.

Specific policy areas

Beyond funding issues, many interviewees brought up issues relating
to government policy in other areas. The various sub-sector reports to
this study reflect the many areas of public policy that the interviewees
thought were inadequate or wrong. Each of the appended sub-sector
reports provide a list of what the interviewees saw as some of the most
urgent policy areas requiring attention.

Underlying mistrust and tension

It is also important to note that some third-sector organizations were
suspicious of the Government. They expressed a certain degree of
“distrust” with the current administration and feared that the
Government’s effort to compile a third-sector report would be used to
negatively influence the work of NGOs in Hong Kong. The suspicion
and distrust were strongest among those who saw themselves as
embodying very different ideas from official policies, such as those
engaged in advocacy, human rights and social movements. For
example, the issue over national security legidation to implement
Article 23 of the Basic Law was taken by them as a case in point. On
the whole, NGOs guarded their freedom of speech and of expression as
well as of association and assembly vigorously. A few of the NGOs
contacted did not want to be interviewed for this study at all because
they were highly suspicious of the Government’s intention.
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V1. Overall limitations of the current study

117 The Third Sector is arelatively new concept to Hong Kong, though in substance
it has been well developed. This study intends to take stock of what thereisin
this non-government, non-market sector, and to find out its characteristics. With
this study being the first of its kind, we have understandably encountered many
difficulties, ranging from inadequate awareness of the Third Sector by Third
Sector organizations to practical problems of data collection. Details have been
listed in the chapter on the survey. Such problems have inevitably given rise to
reasonable doubts on the reliability of the quantitative results or the sketchiness
of the qualitative findings. In the study we have encountered the following
difficulties, among others:

A) Difficultiesin classification of organizations

As there is great diversity in the nature and the service provided by
organizations in the Third Sector, there has been much discussion regarding
classification of certain organizations. The first point concerns
organizations specific to the Hong Kong social environment which might
not have been anticipated in the JHU classification, such as educational
foundations set up for tax rather than philanthropic purposes. The second
point concerns organizations in Hong Kong that have been classified in a
way different from the JHU definition, such as services for the disabled,
which have always been classified, and received funding, as welfare, not
advocacy, organizations in Hong Kong. Similarly, certain victims assistance
groups have been treated as welfare and not legal-related organizations.
The third point concerns organizations which provide multi-services that
span several categories in the JHU definition. These include both religious
and non-religious organizations that provide education, health and welfare
services al under one umbrella. One specia category, known as “Big
Organizations,” was created for them. Moreover, due to the large number of
Owners Incorporated organizations and the singular function they
perform—mainly building management, we separated them from other
community and district-related organizations so that their responses would
not skew the results of other community and district-related organizations.

B) Inadequate information on the Third Sector to construct a sampling
frame
As there is neither a central database of organizations in the overall Third
Sector nor in individual sub-sectors, much effort and time had to be spent to
compile the addresses and telephone numbers of organizations. Sometimes,
even official organizations such as Mutual Aid Committees did not have up-
to-date records. In addition, quite a number of organizations did not apply
for tax-exemption status under the Inland Revenue Ordinance and are not on
the List of Approved Charitable Institutions and Trusts of a Public Character,
2002, published in Specia Supplement No. 4 to the Government of the
Hong Kong Special Administrative Region Gazette No. 30 of 26 July 2002.
It was not possible for us to discover their profile and operations from this
study. As a result, the picture we draw from our study does not include
them. The population frame that was constructed represents only a best
effort, non-exhaustive frame, and may not include all organizations that
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C)

should have been included in the Third Sector under the JHU definition.

Lack of awareness about the Third Sector

Many third-sector organizations themselves were not aware of the concept
of “the Third Sector” and did not choose to respond to the survey. This
could have contributed to a lower-than-hoped-for response rate.

In interviews and focus group discussions we encountered the following
difficulties, among others: some organizations refused to be interviewed or
to participate in focus group discussions because they suspected that there
were ulterior government motives behind this study; some groups did not
realize that they were part of the Third Sector; some organizations were
prohibited by statutory supervisory entities to take part in the study because
there were perceived conflicts between their organizational role and the
purpose of the study.

The study also coincided with proposed policy or legislative changes which
affect, in various degrees and to various extents, the operations of third-
sector organizations, leading some to withhold response. For example,
some advocacy groups in particular rejected the interviews due to the notion
that some researchers might be agents from the Government during the
process of enacting legislation to implement Article 23 of the Basic Law.
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Appendix

Summary of Sub-sector funding sources

Sub-sector Code Funding Sources
Education and ER | Most educational institutions are publicly funded and
research most research institutions are attached to universities.

Universities face substantial funding cuts in the next
few years and need to explore both charging higher
fees as well as cutting cost and programmes. A
substantial part of university research funding comes
from the Research Grants Council, with some funding
also coming from companies particularly those related
to technology and applied research.

Professional and PB | Membership fees and cost-recovery activities fund
industry/business local and international chambers of commerce and
organizations, business and professional associations. While some
including trade are well funded, the smaller organizations have greater
unions funding pressure in times of economic downturn.
Trade unions depend on membership fees and some
have funding from overseas sources.
District and DC | In many district, rural, and clansmen organizations,
community-based the main source of funding is board/committee
organizations members. The organizations may apply for modest
public funding for specific activities, such as loca
clean-ups.
Owners Ol | Funding comes from residents paying monthly
incorporated management fees. Owners committees may also apply
for modest public funding for specific awareness
building activities, such asimproving public hygiene.
Civic associations| AV | Groups working with the elderly, disabled and
and advocacy children receive partial funding from the Community
Chest but those working on human rights and equal
opportunities depend mostly on volunteer time, private
funding by the active members, and in some cases
grants from overseas foundations.
Law and lega LL |In al the areas covered under this category,
services government funding provides the majority of the NGO

income. The main NGO concern is government
bureaucracy and inflexibility in funding prioritisation.




Sub-sector Code Funding Sour ces

Politics PL | Political parties and groups rely heavily on members
serving in the District Councils and Legidative
Council to contribute a part of their public salaries to
party coffers and to use government funding for the
running of their offices to help cover staff and local
activities costs. They have heavy fund-raising
commitments prior to election times. They raise
money by selling raffle tickets, and organizing annual
fund-raising dinners and street donation events. Some
of the parties have good connections with the
business sector and have been able to raise
substantial  funding  from  companies and
businessmen. Some of them reported that the
amounts they could raise in recent years had been
smaller due to the economic downturn.

Welfare W | This large sector providing direct services to the
needy and the disadvantaged depends substantially
on government subvention and from bodies such as
the Community Chest and, to an extent, the Hong
Kong Jockey Club, which usually give priority to
those areas that the Government favours.
Government funding is expected to continue to be cut
back in the foreseeable future for many service areas.
Some NGOs experimented with “for-profit”
businesses to raise funds, such as by extending their
services to the middle class and charging higher fees.

Health H Hospitals under the Hospital Authority’s management
are publicly funded®. Nursing, elderly homes and
mental health institutions are mostly subvented as
well. While more funding is expected in SARS
prevention areas, by and large funding is expected to
be cut. Some NGOs experimented with “for-profit”
schemes, such as by operating nursing homes for the
elderly.

% (Note: In this study, the Hospital Authority is not included as it represents a statutory body
established by government. The major roles of the HA are to coordinate and monitor all the schedule
| (formerly government hospitals) and schedule 11 (formerly subsidized hospitals). Funds for the HA
come mainly from the Government.)
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Sub-sector

Code

Funding Sour ces

Environmenta

EN

The Government does not subvent environmental
NGOs. The more established ones with offices and
paid staffs are constantly raising funds to cover cost
and promote projects. They apply for grants from a
variety of sources, including government
environmental schemes, corporate funds, the Hong
Kong Jockey Club and private foundations. The
smaler NGOs are usually managed entirely by
volunteers using their own private resources.

Sports and
recreation

This sector has access to funding through a number
of sources. Those national sports associations are
funded by various government departments and
funds athough funding is often not adequate for
hiring staff and providing training programmes. Non-
sports based groups, such as recreation and service
clubs as well as alumni associations, generaly rely
on membership fees and cost recovery activities to
fund their activities. The smaller organizations have
greater problems in raising funds during hard
economic times.

Arts and culture

AC

Many of the major arts organizations are subvented
by the Government, as are museums and zoos. They
usually have space allocated by the Government
where the rent is modest. The performing arts
organizaetions also obtain  sponsorship  from
companies and wealthy individuals and receive
proceeds from ticket sales. Smaller arts and literary
clubs and galleries are often managed by committed
volunteers. Media and communication organizations
such as the Hong Kong Journalist Association and
the Foreign Correspondents Club are funded by
members. Soft economic conditions generally have a
negative impact on funding for arts and culture.

Religion

RG

Churches and religious groups are often established
and wealthy organizations with funding from non-
government sources. Many of them own properties
and receive regular donations from parishioners.

Philanthropic
intermediaries

PH

The grant-making foundations earn income from
their capital investments and donations from
benefactors. This sector aso includes the Community
Chest and other more modest grantors (e.g. Rotary
Clubs) that raise money from its own members in
Hong Kong to support worthy causes.
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Sub-sector

Code

Funding Sources

International and
cross-boundary
activities

IN

Most of these have strong affiliations with overseas
organizations and they cover a wide range of causes,
some of which are to alleviate poverty in developing
countries, including mainland China. Despite tougher
economic conditions, they reported that the number
of donors had remained steady, and a few had even
seen arise in donations. As they raise money from
the general Hong Kong public, their success shows
that local residents are willing to give to many good
Causes.
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