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The Impact of Reform on Public Sector Organizations:

the Case of Hong Kong
John P. Burns
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The Impact of Reform on Public
Sector Organizations: the Case of
Hong Kong
John P. Burns
University of Hong Kong
[/ October 2013

Overview

Organizational change
Drivers of change

L]

Impacts of change
Cases

Lessons learned
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Organizational change

* Focus on a particular form of organizational
change...

* Reform -- deliberate transformation of
structure, process, leadership, behavior and
values of an organization to improve
performance.
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Drivers of change

* External (stable or turbulent)
— Crises/external shocks (prepared or unprepared)
— Political (strong or weak political executive)
— Economy (scarcity or munificence)
— Technology
* Internal

— Culture (values: efficiency, innovation,
accountability, responsiveness, etc.)
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Impact of change

Structure

Process

Leadership

Behavior

Values
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Hong Kong cases

Reacting to crisis — SARS

Constitutional/governance reform — Principal
Official Accountability System (POAS)

Institutional change
— Financial decentralization (trading funds)

— Corporatization

Civil service reform

-
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Impact of reform on organizations

Structure Process Leadership | Behawior | Values
SARS
FOAS
Inst: TF
Inst: Corp
C5 Reform
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Reacting to crisis: SARS
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Problems revealed

Poor/ineffective communication

Inefficient decision making

Uneven sharing of work loads

Unclear chain of command

Lack of crisis contingency planning

Hospital Authority, SARS Review, 2003
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Confused chain of command

* ‘There was no policy on who should do what
and who had the final say... Dr. Ho [HA Chief
Executive] gave out instructions from his sick
bed and Authority board chairman Leong Che-
hung was heavily involved in operational
matters, which was not the role he was
supposed to play.”

Hospital Authority, SARS Review, 2003
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Leadership failures

* The Secretary for Health
— Failed to recognize seriousness of SARS when it broke
out in Guangdong;
— Mislead and confused the public;

— Did not insist that SARS be put on list of notifiable
diseases;

— Failed to monitor HA top management, which had no
contingency plan for large-scale outbreaks of
infectious disease

Legislative Council, Sefect Committee Report, 2004

5 AT pHFIR

s Farwry oF S000 SOueacrs - Ten Usreassy o Howo Ko

Secretary resigns over handling of
SARS, 2003

Chief Executive CH Tung: “You've provided a good opening! Bye, bye
Secretary Yeung...'
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Post-SARS reforms

* Set up new Centre for Health Protection (2004)

* Clarified roles, chain of command (central
command and control in a crisis)

+ Streamlined decision making

+ Established an infectious disease multi-agency
contingency plan

* Improved communications internally, externally
* Set up infectious disease expert group
+ Set up infection control enforcement network
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Crisis/SARS: Impact of change

Structure

Process

Leadership

Behavior

Values
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Constitutional/governance reform

Constitutional/governance reform

* 1997 transfer of sovereignty
— Political appointee becomes Chief Executive
* 2002 introduction of Principle Official
Accountability System (POAS)

— Political appointees to take over policy making
from career civil servants

— They should take ‘total responsibility for policy
outcomes and delivery of services...”
LY LY
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Evolution of governance in HK

Reqgime

POAS
change
97 R
The outsiders The insiders
1687 2002 2007
H Colonlal plus POAS | POAS Il
CH Tung 19 Government CGH Tung 2™ Gow. Donald Tsang Gov.
(untd 2003)
Colonial
period
Bureaucratic Adversarial Adversanal “illage Life'
Domination Fuolitics Palitics Agency
Trusteeship Contested Agency bargain
bargain bargain bargain

Regime change, 1997

* Introduction of a few local political appointees
— CE, SJ, later FS (in 2001)

* CE tries to change terms of relationship
between himself and civil service from
trusteeship to agency

* Conflict between CE and civil service
— Chief Secretary Anson Chan resigns (2001)
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Principal official accountability system

* 14 ‘Ministers’ (heads of policy bureaus) to be
politically appointed
— Fixed terms (coterminous with CE);

— 'Politically’ accountable (could be dismissed for
palicy blunders);

— Directly accountable to CE; Chief Secretary’s
position undercut

— Not employed on civil service terms of service

B b i pugin

I, Facwwry oF Sock Soupscrs - Tir Uspssy oo Howso Ko

POAS organizational change

Colonial POAS
System +

11 Policy

Secretaries

14 Ministers
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POAS governance reform

* Imposed an agency relationship on civil
servants

— They became agents of political appointees
* Bureaucratic response

— Exit

— Voice

— Loyalty

AT e puiin
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CH Tung attempts fo modify his old car
uging airplane (POAS) parts
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Relationships between Ministers (POs)
and Permanent Secretaries, 2002-07

Adversarial Mutual Village Lif?;
Conflict Respect Partnership
PO attempts PS offers Smnaih
to gain control advice; araTiiiy
cwver bureau options; labor: ‘Draam
"Yes Minister’

Team'
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Impact

* More accountable government (to whom?)

* Impact on decision making
— Centralization in CE's Office
— Silos impede coordination
* Changed role for senior civil service
— Impact on expectations, incentives, values
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Policy silos deepen
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Senior civil service values

* Continuities

— Strongly committed to political neutrality

— Senior civil servants are guardians of public
interest (trustees)

— Fiscal prudence, balanced interests
— Lovyalty to the law above all else
* Changes

— Principal role to serve political masters (agency)
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POAS: Impact of change

* Structure
* Process

* Leadership
* Behavior
* Values
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Institutional change
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Institutional change

* Trading funds (gave some government

departments that sell services to the public
more financial autonomy)

— Hong Kong Post

* Corporatization

— Kowloon Canton Railway (later merged with Mass
Transit Railway Corp., a state-owned enterprise)

b
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Hong Kong Post

Government department
Became a ‘trading fund’ in 1995
— Financial autonomy

— Competition with other service providers (e.g.,
DHL, local couriers)

— Evaluated based on return on fixed assets

L
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Business Development Branch
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Hong Kong Post

* Changing staffing structure, 1999-2012
— 13% drop in number of civil service posts

— 25% increase in number of non-civil service
contract posts

* Increased managerial flexibility to deploy staff
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HK Post: Return on Fixed Assets, 2004-2012
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HK Post: Impact of change
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Kowloon Canton Railway

* |Initially a government department (1910-1982)
* Became a state-owned corporation (1982)

— “perform its functions with a view to achieving a rate of
return on the assets employed ... in accordance with
ordinary commercial criteria....”

— Run by Managing Board (Chairman, Managing Director and
Board)

— Expansion (increased debt); competition on cross-border
line; politically-determined fares (no increases from 1997-
2007); profits plunged to near zero by 2007.

* Merged with MTRC (2007) )
— Profitability given higher priority ("

B texdiepuiin
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Former KCRC appointments

* Even after KCRC was corporatized, it wasrun to a
large extent like a government department by former
civil servant Yeung Kai-yin who served as Chairman
and Chief Executive until 2003

* The government replaced Yeung with businessman
Michael Tien Puk-sun in 2003 to make KCRC more
business like

* Conflict emerged with KCRC managers...
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MTRC/KCRC: Impact of change

Structure

Process

Leadership
* Behavior
* Values
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Civil service reform
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Civil service reform, 1999-

* Greater reliance on non-civil service contract
staff
* For civil servants:
— Extended probation
— Improved performance management (?)
— Cut/adjusted civil service pay
— Tied civil service pay more closely to market
— Considered and rejected performance-based pay
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Performance-based pay

* Public agencies

— Many implement PBP

» E.g. MTRC, Securities and Futures Commission,
Monetary Authority, HKU etc.

* Government departments

— Pay for position, not performance-based pay in
civil service

AT e pMEIn
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Hong Kong Police on performance-
based pay...

* Performance-based pay ‘would be very
dangerous in the police. Favoritism, corruption
and elitism must be avoided and variable pay
for different units doing only slightly different
jobs would result in serious conflicts...
Experience overseas indicates that p-b pay is
difficult to manage, divisive, and does not
bring improvements to efficiency.’

* Police Force Council Staff Side in Burns, 2004,
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The non-disciplinary forces of all HK are assembled and ready for your review.
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You in there, listen up! You are surrounded by the police. If you're smart you
will surrender and agree to the pay rise!
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CS reform: Impact of change

Structure

Process

Leadership

Behavior

Values
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Impact reform on organizations

Structure Process Leadership Bahavior Values
SARS ¥ W v W W
POAS v v ?
Inst: TF v v
Inst: Corp v W L | L) W
CS Reform
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Lessons

* Importance of political will, political drivers

* Impact of reform on organizations is multi-
dimensional

* Reform has greater impact on public sector
organizations as they are given more
autonomy

* Crisis provides an excellent opportunity for
further reform

B texdiepuiin
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Leading into a new normal:learning to work in networks
Martijn van der Steen

Dr. Martijn van der Steen (steen@nsob.nl)

S°B

Leading into a new normal:
learning to work in networks
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Pop-up Public value

value that is there,

In the public sphere,
valued by “the” public,
unintended by government,
produced by others,
with mixed motives.
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New public administration

citizen-participation social
entrepeneurship
active citizenship
co-production
do-it-yourself democracy

Redefines the dynamic
relation between
government, market and
soclety
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Citizen-participation
becomes
Government-participation

. Government _

L

citizen- -

participation <" privatization

acfive Societalization
citizen

Civic Private
(groups or Sector
individuals) (small and large
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Palicy results
Performance. 1
.Public management |
+Principal/agent
-Create public value

Government  «—
Compliance:
«Public administration
«Protector/steward
+Tax/spend, legislate

Civic results

Emergence:
*Network governance
-Partnerfenabler

«Cocreation

. Governance
Resilience:
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«Social capital

Organizations
transform public
purpose into
concrete actions
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Classic public administration:
hierarchy; government silos

Performance: organize internal
processes; organizational
excellence
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Whole-of-Government:
integral organizing; beyond silos

Co-production: work alongs-side
non-state actors; innovative
capacity

il




Thee 20113 inbemational Conlengnces cn
Human Resource Dovelopment in the Public Secior

Leading Change & Quality Training

Emergence:
adaptive capacity; respond to
initiatives from society

HUC

Getting used to
a new normal
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Need for new repertoire

- Accountability: ex ante and ex post
- Financing: government, private, funds

- Formal and informal: contracts, agreement,
consent, involvement

- Different internal rules and procedures
- Skills for civil servants: network-skills

- Leadership as setting goals, but also connecting to
others

First (next) steps...
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Learning a new mode of
governance

. Accept that it is a relationship shaped by tensions
and dilemmas: learn your way out of complexity

- Beyond NPM-driven systems of control, resilience

. Of uncontrollable emergence: dealing rapid growth
and sudden decline, new problems arise others
‘'solve’ themselves

. Government: adaptation to bottom up practices

Thanks!

- dr. Martijn van der Steen

- Netherlands School of Public Administration
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Compare and contrast the public sector reforms between Taiwan and
Hong Kong

Bennis Wai Yip So

The following is to share my observations and reflection on the public sector reform experiences in
Taiwan and Hong Kong. My viewpoints may not be well evidence-based, but they should give readers some
insight into the logic behind their reforms and help policy makers to set the official agenda for the subsequent

reform.

Despite neighboring states, Taiwan and Hong Kong are not close to each other on the spectrum of the
recent wave of public sector reforms. I think a contrasting legal system is a fundamental cause leading to
the difference. Taiwan adopts the continental law system, following the line of Japan and Germany, whereas
Hong Kong follows the common law system of the Anglo-Saxon countries. The Anglo-Saxon countries
always play the pioneer of the public sector reform. The countries following continental-law tradition were
always portrayed as the laggard in this wave of the reform. Interestingly, Taiwan is highly influenced by
the experience of the US as the public administration in Taiwan closely follows the US tradition, so Taiwan
does not look like a laggard and its reform agenda is significantly shaped by the Anglo-Saxon experiences.
However, the continental law system, which pursues the ideal of Rechtsstaat, remains a significant variable
to jointly produce the concrete reform measures in Taiwan. In contrast, Hong Kong, I suggest, does not
wholeheartedly follow the Anglo-Saxon model. It seems to me that Hong Kong has its own unique agenda

that takes political transition into account or is swayed by the progress of political reform.
1. Public sector reform in Hong Kong: futile attempts to depoliticize the bureaucracy

As Anthony Cheung indicated long time ago, the motivation behind the public sector reform in Hong
Kong was to try to avoid politicization of public service under the increasing pressure for more political
accountability before 1997 . A New Public Management-related reforms initiated from the early 1990s
was to managerialize some political issues in the sensitive transition period. I think this logic well applies to
many dimensions of public governance in Hong Kong. An on-going research finds that the establishment of
judicial independency and the rule of law in post-Second-World-War Hong Kong was intended to neutralize
the political conflicts between different political (left and right) factions in Hong Kong by a (neutral) judicial

power rather than the administration *.

However, the success stories failed to extend to the post-1997 period, as the public request for

political accountability kept enhancing to a critical point that could no longer be dodged. The managerial

' Anthony B. L. Cheung, “Efficiency as the Rhetoric: Public-sector reform in Hong Kong Explained.” International Review of Administrative
Sciences 62(1) (March 1996): 31-47.
* This research is conducted by Nelson Lee at the Department of Government and Public Administration, the Chinese University of Hong Kong.
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approach failed to neutralize the politicization and furthermore provoked public sentiment against the
commercialization of public service, which always promoted a profit-oriented management in the public
sector. A typical case was the privatization of retail space and car park space in the public estates through the
founding of the publicly-listed Link Real Estate Investment Trust in 2005. The government seems to take the

lead to generate inflation.

Besides the privatization and corporatization, and other measures left by the colonial government,
I do not find there was any substantial new attempt of administrative reforms within the government
administration after 1997. The setback of the Principal Official Accountability System (POAS) is dampening
the reform momentum. The top executives dare not touch the hot potato when the low morale in the civil
service workforce is widespread. A political reform especially in terms of democratization is inevitably a

prerequisite for activating a new wave of administrative reforms in Hong Kong.
2. Democracy-driven public sector reform in Taiwan: more responsiveness in the Rechtsstaat Model

If the public sector reform in Hong Kong is aimed to insulate the administration from politics, then
the reform in Taiwan is driven by democratization that is logically followed by the building up of the
bureaucratic responsiveness to the public. Taiwan's bureaucracy is less Weberian-typed than Hong Kong's
especially in the sense of impersonal and ruling-binding administration. It facilitates the development of
a service-oriented workforce. On the other hand, the downfall of the authoritarian regime represents more
emphasis on the "rule of law" especially in the sense of the Rechtsstaat model. As Christopher Pollitt and
Geert Bouckaert indicate, this model highly values the positive function of the "state" in public governance
through the making and enforcement of administrative laws.” Hence, Taiwan has never adopted such de-
statization measures of Hong Kong. In fact, as Pollitt and Bouckaert argue, the progress of the reform in the
Rechtsstaat system is more "stickier" and slower than that in the Anglo-Saxon countries,’ as any substantial
reform must be codified before it can be executed. It is also the case of Taiwan. For instance, Taiwan spent
many years to enact a law (enacted in 2011) for facilitating the transformation of government agencies into
corporation-like "non-departmental public bodies." And those non-departmental public bodies are still not as

autonomous and self-financed as the corporatized public bodies in Hong Kong.

Not all reforms are concerned with legislation. The reforms within the administration are conspicuous
especially in the promotion of service innovation and e-government directed by the Research, Development
and Evaluation Commission. To be sure, cost-cutting or value-for-money is not the core value behind the
reform. Taiwan less emphasizes the cost-effectiveness than Hong Kong does in the spirit of the public sector
reform. One may argue that the contracting-out of public service is also widely adopted to cut cost. But

it is an inevitable strategy to be adopted to handle some non-core state functions, when democratization

* Christopher Pollitt and Geert Bouckaert, Public Management Reform: A Comparative Analysis — New Public Management, Governance, and the
Neo-Weberian State (3rd ed.) (Oxford: Oxford University Press, 2011), 62.

4 .
Ibid.
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also implies an ever-expanding service demands to the state. Please note that the size of the civil service

workforce is restricted, so the regular workforce cannot cover all service provisions.

Contractualization and casualization of government workforce is a popular practice in Taiwan. But it
cannot be simply compared to the "non-civil service contract staff" in Hong Kong. In the Rechtsstaat system
of Taiwan, the civil servants are considered a special caste to represent the state to exercise public authorities.
Other non-civil service employees are not supposed to do the same job of civil servants, while the "non-
civil service contract staff” in Hong Kong to a certain extent has a function of replacement. In addition, the
practice of contractualization and casualization is not the policy of the personnel authority. The Examination
Yuan has been trying to restrict the practice. It is the executive agencies that try to explore leeway to
flexibilize its workforce. It seems to me that managerial practices in the personnel dimension are more a

bottom-up function than a deliberate top-down policy in Taiwan.
3. Unsettled politics-administration relationship in Taiwan and Hong Kong

The same problem both Taiwan and Hong Kong have not settled yet is the realignment of politics-
administration relationship during the political transition. The POAS failed to effectively insulate the career
civil servants from politics. Increasing politicization of the Hong Kong society casts doubt on the possibility
or essentiality of maintaining political neutrality of the civil service. Alternatively speaking, long lasting
insulation from politics disables the civil servants in Hong Kong in facing and addressing increasingly
unexpected politicized public issues. Overemphasis of political neutrality of the civil service, which has

become political ignorance, should be well addressed in Hong Kong.

Contrary to the situation of Hong Kong, handling political affairs is one of essential competences
for civil servants in Taiwan, such as how to handle the lobbying from the elected representatives. Political
neutrality was not a subject matter in the authoritarian era. Even though the elected government recently
enacted a law to enforce the so-called "administrative neutrality," the administrative process has not been
fully depoliticized. The administrative neutrality just calls for a non-partisan administration. Politicized
administration consists not only in partisan politics but also in policy politics.’” Democratization in
Taiwan has not settled the issue of setting a boundary between political responsibility and administrative
responsibility. The authority of elected and political executives is not confined to the top level of the
bureaucracy, not like the practice of Britain and Japan.” Any administrative issue can be possibly turned into
a political issue. The recent incident of the death of a corporal, Hung Chung-chiu, suspectedly caused by
military abuse is one of typical cases. Its politicization is ultimately leading to the resignation of the minister

of national defense.

* Bennis Wai Yip So, “Civil Service Neutrality in Taiwan: Is it Neutrality with or without Dichotomy?”  Issues & Studies 49(1) (March 2013): 39-
70.

% William P. Hojnacki, “Politicization as a Civil Service Dilemma.” In Hans . A. G. M. Bekke et al. (eds.), Civil Service Systems in Comparative
Perspective (Bloomington: Indiana University Press, 1996), 152

135



&

, Z,
4 201 Eﬂﬂhﬂlﬂﬂﬂlﬁﬁﬂl‘?
~ BREEnEEE

If Hong Kong's government administration is under-politicized, then Taiwan's is over-politicized.

Administrative reforms in both states must first address the issue of politics-administration relationship.



