Responses to consultation feedback on the proposals on the methodology of
the pay level survey and the application of the survey results

Purpose

The consultation on the proposal s regarding the methodology of the pay
level survey and the general approach for the application of the survey results
ended on 7 January 2005. This note summarisesthe main views contained in the
submissions on the consultation paper and the responses of the Civil Service
Bureau (CSB) and the consultant appointed to provide technical assistance in
drawing up the methodology of a pay level survey (the Phase One Consultant).

Background

2. On 4 November 2004, CSB issued a consultation paper on the
proposals on the methodology of the pay level survey and the general approach
for the application of the survey resultsfor extensive consultation until 7 January
2005. During the consultation period, the CSB organised briefing/consultation
sessions for various parties, including departmental management, grade
management, departmental consultative committees, civil service
unionsg/associations, individual civil servants, the Legidative Council Panel on
Public Service, and members of District Councils and Area Committees.

3. Following the close of the consultation, CSB has received atotal of 91
written submissions. Of these, 9 are from bureau/departmental management, 45
from staff bodies (including the staff sides of the central consultative councils,
the otaff sides of departmental consultative committees and staff
uniong/associations), 13 from individua civil servants, and 24 from non-civil
service organisations and members of the public. The main views contained in
the submissions and the responses from the CSB and the Phase One Consultant
to these views are summarised in paragraphs 4 — 91 below.

Consultation Feedback and the CSB’s/Phase One Consultant’s Responses
On the proposed methodology of the pay level survey

(1) Policy considerations

4. A congtituent association of the staff side of a central consultative
council considers that the Government should redefine the civil service pay
policy in the light of the changing requirements on the civil service and seek a
consensus with the staff side of the Consultative Group on this matter of
principle and other relevant issues before taking forward the next steps of the
current exercise. The management of a disciplined services department
comments that the pay policy for its disciplined services grades should be to



provide sufficient remuneration to attract, retain and motivate staff of the best
calibre, rather than staff of the “suitable calibre”. A constituent association of
the staff side of a central consultative council considers that the pay level survey
should be the key determinant of civil service pay. Other relevant factors
(including the inherent differences between the civil service and the private
sector and other relevant policy considerations) remain equivocal and
politics-centric and should not even be considered.

5. Several constituent associations of the staff sides of the central
consultative councils and the management of a disciplined services department
comment that the principle of broad comparability between civil service pay and
private sector pay and how the inherent differences between the two sectors will
be weighed and factored in the application of the pay level survey results should
be clarified. The staff side of a central consultative council suggests that the
unique job nature and requirements of the disciplined services should be taken
into account in determining their pay levels. Two constituent associations of the
staff side of another central consultative council comment that the distinctive
and specia responsibilities of the Police grades, in particular its role as the
‘resource of first and last resort’ should be taken into full account in determining
the level of the Police pay.

6. Referring to the objective of the current exercise to develop an
improved pay adjustment mechanism for long-term adoption in the civil service,
some constituent associations of the staff side of a central consultative council
consider that long-term issues concerning the conduct of pay level surveys in
future (e.g. the principles guiding the conduct of pay level surveys) should be
borne in mind in designing the survey methodology.

7. The majority of the members of the public who have made written
submissions consider that a review of the existing civil service pay level is
necessary. Severa constituent associations of the staff sides of the centra
consultative councils, a number of staff bodies and some individua civil
servants who have made written submissions suggest that the Government
should review the timetable for the conduct of the pay level survey inview of the
unfavorable economic climate and the high unemployment rate that are till
prevailing. These staff bodies and the management of a disciplined services
department comment that the pay level survey should not be conducted in ahasty
manner.

The CSB’s Response:

8. The established objective of the civil service pay policy, i.e. to offer
sufficient remuneration to attract, retain and motivate staff of asuitable calibreto
provide the public with an effective and efficient service and that such
remuneration should be regarded as fair by both civil servants and the public
which they serve has been reaffirmed by the Task Force on Review of Civil



Service Pay Policy and System® in its Phase One Final Report submitted to the
Administration in September 2002. In the context of civil service pay policy, we
consider it more appropriate to use the term “suitable calibre’ rather than “best
calibre” to highlight the point that the policy aims to facilitate the most
appropriate matching of jobs, talents and pay.

9. At the early stage of the current exercise to develop the improved pay
adjustment mechanism, CSB has, in consultation with the Steering Committee
on Civil Service Pay Adjustment Mechanism (Steering Committee) and the
Consultative Group on Civil Service Pay Adjustment Mechanism (Consultative
Group), revisited the civil service pay policy and identified those policy
considerations that are of particular relevance to the current exercise. These
relevant policy considerations, which are set out in the Progress Report on the
Development of an Improved Pay Adjustment Mechanism for the Civil Service
(Progress Report), the Phase One Consultant’ s Final Report on the M ethodol ogy
of aPay Level Survey for the Civil Service (Final Report) and the Consultation
Paper on the Proposals on the Methodology of the Pay Level Survey and the
Application of the Survey Results (Consultation Paper) (see paragraph 2.2
therein), have been guiding the deliberations in the Steering Committee and the
Consultative Group as we take forward the current exercise.

10. In considering any necessary adjustmentsto civil service pay following
the pay level survey, apart from the pay level survey results and the inherent
differences between the two sectors, the Government will, following the
established practice adopted in the annual civil service pay adjustment exercises,
take into account other relevant considerations, including, the budgetary
considerations, the state of the economy, changesin the cost of living, the views
of staff sides aswell as staff morale. Under the principle of broad comparability
of pay between the two sectors, we would seek to make the best judgment on the
basis of all relevant factors, including the inherent differences between the two
sectors in various aspects. Any attempt to attach a weighting factor to each of
these considerations would only be arbitrary and impractical. As noted by the
Standing Commission on Civil Service Salaries and Conditions of Servicein its
Report No. 23, “it would be inappropriate to design rigid and precise formulae
for pay determination; instead, the approach should be to review all the relevant

factors and to make the best judgement” .2

11. As far as the disciplined services are concerned, they will not be
included in the survey field of the pay level survey because of the absence of
comparable job matches in the private sector. Itisour intention to apply the pay
level survey results to the disciplined services grades based on the existing
system of internal pay relativities. Any proposed changes to the existing pay

! The Task Force comprised members of the three advisory bodies on civil service salaries and

conditions of service and wastasked to conduct acomprehensive review of the pay policy and system
for the civil service.

2 See Recommendation (11) on page vi of Report No. 23 of the Standing Commission on Civil Service
Salaries and Conditions of Service.
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relativities would be considered in the context of individual grade structure
reviews to be carried out after the completion of the current exercise. We have
agreed that priority should be given to the disciplined services for the purpose of
individual grade structure reviews.

12. On the timetable for the pay level survey, the original plan wasto have
it completed by 2004. This has been deferred to allow time for discussion with
the staff side members on various relevant issues concerning the conduct of the
pay level survey and for extensive consultation with staff. Since the inception of
the current exercise in April 2003 until March 2005, the Consultative Group has
held 22 meetings/sessions to discuss various pertinent issues, including the work
plan for the exercise, the relevant policy considerations, the broad framework of
the improved civil service pay adjustment mechanism, the pay level survey
methodol ogy and the approach for applying the survey resultsto the civil service.
The proposals put forward in the Consultation Paper have taken on board many
of the suggestions made by the Consultative Group. It isimportant that progress
continues to be made so that the exercise can be completed in atimely manner.

13. The CSB will continue its discussion with the staff side members of the
Consultative Group on variousissuesrelating to the exercise. Based on the latest
progress, we plan to commence the field work of the pay level survey in the
second quarter of 2005 with a view to completing the survey (including data
analysis) in 2005.

The Phase One Consultant’s Response:

14. The Phase One Consultant advises that no job comparison method can
directly and satisfactorily address all the inherent differences between the two
sectors, in terms of the nature of operation, the job requirements and the
appointment/remuneration practices (see paragraph 2.3 of the Consultation
Paper for details) in apay level survey. Through the pay level survey, we seek to
ascertain the pay levels of private sector jobs that are broadly comparable so as
to provide a broad reference of the extent of comparability between civil service
pay and private sector pay.

15. The Phase One Consultant has proposed a job inspection process to
ensure that only those private sector jobs which are broadly comparable with the
civil service benchmark jobs, in terms of job content, work nature, level of
responsibilities and typical requirements on qualification and experience, will be
included in the survey field. The differences in the content, nature and
requirements of individual jobs between the two sectors, in particular the unique
characteristics of individual civil service jobs, will be identified and recorded in
the job inspection and alignment processes. These differences will serve as
relevant factors for consideration of any necessary adjustment to civil service
pay following the pay level survey.



(i) Approach for job comparison

16. Some congtituent associations of the staff sides of the central
consultative councils, afew other staff bodies, the management of a disciplined
services department and a few individual civil servants who have made written
submissions consider that the proposed broadly-defined job family method too
broadbrush to reflect the characteristics of the wide-ranging civil service jobs
and to address the inherent differences between the civil service and the private
sector. They have, in particular, expressed concern about the proposed
categorisation of civil service benchmark jobsinto five job families and five job
levels®. They consider that the approach for job comparison should take account
of the specialised nature and unique requirements pertinent to civil service jobs.
Some constituent associations of the staff sides of the central consultative
councils suggest that the shortcomings of the broadly-defined job family method
should be examined and suitable remedial measuresidentified. Two constituent
associations of the staff sides of the central consultative councils, a staff body
and a staff representative of a civil service grade disagree with the survey
methodology recommended by the Phase One Consultant.

17. A few staff bodies and afew individual civil servants who have made
written submissions stress the importance of ensuring proper matching of civil
service benchmark jobs with private sector jobs. They suggest that the functions
of the civil service benchmark jobs, in particular the changes in their job nature
and requirements in recent years, and the actual experience and qualifications
possessed by civil servants should be taken into account in the job matching
process”.

18. A congtituent association of the staff side of a central consultative
council comments that the proposed broadly-defined job family method cannot
address the question of whether the existing internal pay relativities among civil
service grades remain appropriate and up-to-date. It considers that another
methodology, such as the job factor comparison method, might be more able to
deal with this issue. The management of a disciplined services department

® It should be clarified that under the consultant's recommendation, matching of civil service

benchmark jobs and private sector benchmark jobswill be based on job content, work nature, level of
responsibility as well as typical requirements on qualification and experience. The proposed
categorisation of benchmark jobs by job family and job level is not directly relevant to the job
matching process, and is intended to facilitate data consolidation and analysis after the collection of
private pay data.
* In view of the inherent differences between the civil service and the private sector, the pay level
survey seeks to compare the overall pay practices between the two sectors rather than making precise
comparison of the pay levels of individual jobs between the two sectors. In this regard, the
Consultant advises that no job comparison method can directly and satisfactorily identify private
sector matches for every civil service benchmark job that is comparable in every aspect in apay level
survey. Our current policy of maintaining broad comparability, rather than strict comparability,
between civil service pay and private sector pay has taken account of such inherent differences. The
pay level survey results will therefore serve only as a broad reference of the extent of comparability
between civil service pay and private sector pay and any inherent differences and job characteristics
which cannot be addressed in the survey will be recorded and taken into account as one of the relevant
policy considerations for determining any necessary adjustment to civil service pay.
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comments that while it may be acceptable to adopt the broadly-defined job
family method for a pay comparison for civil service jobs which have similar
matches in the private sector, the method is not suitable for application to civil
service jobs with no private sector matches, including its disciplined services
grades.

19. The magjority of the staff sides of the central consultative councils
which have submitted written comments consider that the proposed job
Inspection process would be a critical step of the survey field work and that the
participation of staff unions/associations in the process would be of critical
importance in ensuring the credibility of the survey results. They request the
Government to put forward concrete proposals on how staff would participate in
the job inspection process.

20. Regarding the proposed starting salaries survey, a staff body suggests
that due regard should be given to the differences between the civil service and
the private sector in terms of the actual work experience of job-holders at the
entry-level and the nature of the probation period. A constituent association of
the staff side of a central consultative council comments that the existing
gualification requirements of the civil service entry-level jobs have become
outdated and do not reflect the actual qualifications of new recruits joining the
civil service nowadays. The management of a disciplined services department
suggeststhat for both the overall pay level survey and the starting salaries survey,
aminimum sample size of private sector pay datafor comparison with each civil
service benchmark job and each level of qualification requirement should be
specified to ensure that the survey data are representative.

21. Some non-civil service organisations and members of the public who
have made written submissions indicate general support to various aspects of the
survey methodology proposed by the Phase One Consultant (including the
proposed approach for job comparison, the proposed criteria for selecting civil
service benchmark jobs, and the proposed criteriafor selecting the private sector
organisations to be surveyed, etc.).

The Phase One Consultant’s Response:

22. Having assessed the relative merits and shortcomings of four common
approaches for job comparison, the Phase One Consultant advises that the
broadly-defined job family method is better able than the other three proposed
methods (i.e. job matching method, job factor comparison method and
gualification benchmarking method) to meet the objective of the pay level
survey and to address the various technical considerations arising from a pay
level survey.

23. Specifically, the broadly-defined job family method is recommended
because —



(@) it facilitates the identification, according to a broad range of
identifiable and readily comprehensible job characteristics, of amore
wide-ranging sample of jobs matches in the two sectors as compared
with the job matching method (the survey field of whichislimited to
close job matches). A broader representation of jobs in the civil
service and the private sector will alow the collection of more pay
datafor the purpose of the pay level survey. Such pay datawill givea
more reliable reflection of how private sector pay levels compare
with the relevant range of pay points on civil service pay scales at
variousjob levels. The method aso takes note of the differencesin
the content, nature and requirements of individual jobs between the
two sectors, in particular the unique characteristics of individual civil
service jobs, so that such differences can be taken into account when
applying the pay level survey results;

(b) it provides a more clearly-defined framework for job matching as
compared with the job factor comparison methods. The latter
methods are not so easily understood by those who are not expertsin
the application of the job factor evaluation methodology. Assuch, it
will involve a greater degree of judgment in the job evaluation
process based on specified job factors and more difficulty in seeking
to reach a consensus on the evaluation results; and

(c) it facilitates a more comprehensive comparison of jobs at various job
levels (including the entry-level and beyond) as compared with the
gualification benchmark method which is more suitable for
comparing jobs at entry-level only.

24, There is no perfect job comparison method that can address all the
inherent differences in the job comparison. For example, even if the job factor
comparison method is adopted, it will still not be possible to identify and agree
on a comprehensive and common set of job factors that can reflect al the job
characteristics and requirements of a wide diversity of civil service jobs and
private sector jobs for reviewing the external relativity of civil service pay and
private sector pay, as well asthe internal relativities among civil service grades.
Whichever method of job comparison is adopted, ultimately we will have to
exercise judgment, having regard to all relevant considerations (including the
inherent differences between the civil service and the private sector) in
determining the civil service pay level (see also paragraph 10 above).

25. The Phase One Consultant has refined the proposed broadly-defined
job family method in various aspects to address its comparative shortcomings as
set out in the Final Report. According to the Phase One Consultant, the main
shortcoming of the broadly-defined job family method is that the comparability
of the job matches may not be as obvious to establish as in the case of the job
matching method, since civil service jobs are matched with private sector jobs
that are broadly comparable in various job-related aspects rather than close job
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matches. But since this approach is essentially based on job characteristics and
job accountabilities, this shortcoming can be readily addressed by presenting a
set of detailed job descriptions which set out all relevant factors (including job
content, job requirement and work nature) for identifying private sector
benchmark jobs. The Phase One Consultant recommends that the job
descriptions for the identification of private sector benchmark jobs should be
developed following a detailed job inspection process to obtain the up-to-date
information on civil service benchmark jobs. This will ensure that the job
matching process will be based on an assessment of all and up-to-date
characteristics of civil service benchmark jobs.

26. In view of the inherent differences between the civil service and the
private sector, it would not be appropriate or practical to compare the pay level
of individual civil service jobs directly with the pay level of their private sector
counterparts. The Phase One Consultant emphasises that matching of civil
service jobs and private sector jobs will not be based on job families, but will be
based on detailed job descriptions for the identification of private sector
benchmark jobs to be developed following an intensive job inspection process.
The primary purpose of categorising benchmark jobs into job families and job
levelsisto provide a systematic basis for analysing data so that we can ascertain
the extent of pay comparability in broad terms (i.e. by job level and job family)
between the two sectors. The five broadly-defined job families recommended
by the Phase One Consultant have taken account of the job content and the work
nature of civil service benchmark jobs, in particular the manner in which they
provide services and contribute to the functioning of the Government. The five
job levels reflect the established job hierarchies within the civil service.

27. Apart from ensuring that private sector benchmark jobs to be included
in the survey field should be broadly comparableto civil service benchmark jobs
in all job-related aspects, including, inter aia, typical requirements on
gualification and experience, the Phase One Consultant recommends that the pay
level survey should also collect certain demographic data of the employees (e.g.
age) in the surveyed private sector organisations. Such information may provide
relevant information for considering how the pay level survey results should be
applied having regard to the unique characteristics of the civil service in this
regard. Nevertheless, it should be noted that the demographic information
collected will not in any way affect the pay datato be obtained from the pay level
survey.

28. The starting salaries survey aims to compare the starting salaries of
entry-level jobs in the civil service and the private sector with similar typical
requirements on qualifications and experience. In both the civil service and the
private sector, starting salaries are generally determined having regard to the
gualification requirements for performing the job, not the actual qualifications
the job-holders have. If higher qualifications deserve to be rewarded in terms of
remuneration, the qualification requirements will have been raised. In
conducting the starting salaries survey, the consultant conducting the survey
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field work (the Phase Two Consultant) will collect the information from the
participating organisations on the policy governing the determination of the
starting salaries of entry-level jobsin the organisations. The policy information
to be collected during the survey will be able to confirm that the starting salaries
have been determined by making reference to the qualification requirements for
performing the jobs, rather than the actual qualifications of the job-holders. It
will also help keep track of any trend of changes to the above practice governing
the determination of starting salaries.

29. In determining the sample size of private sector pay data, the primary
consideration is the representation of private sector job matches within a job
family and a job level, rather than the number of private sector job matches for
each individual civil service job. The Phase One Consultant has addressed this
issue by proposing that the total number of survey organisations should be
sufficient to ensure that each single job family will have data coming from at
least ten organisations. The same threshold of ten organisations will apply to
each qualification group for the starting salaries survey.

The CSB’s Response:

30. The job inspection process will involve the participation of grade
management and/or departmental management and holders of representative
posts to ascertain details on the work nature and job characteristics of the
proposed civil service benchmark jobs. This will ensure that civil service
benchmark jobs will be matched with reasonably comparable private sector jobs
based on a detailed assessment of all relevant aspects of the job, rather than
simply by reference to job titles. For instance, the various ranks of the Clerical
Officer grade in the civil service will be matched with private sector jobs with
corresponding job requirements and level of responsibility. Thesejobsmay have
thejob titles of clerical officers, clerical supervisors, or administrative assistants,
etc. Any unique characteristics of an individual civil service job which could not
be addressed in the job matching process will be recorded during the job
inspection process for consideration of any necessary adjustment to civil service
pay. Those civil servicejobswithout private sector matches (e.g. the disciplined
services grades) will not be chosen as benchmark jobsfor inclusion in the survey
field. The job inspection process will be carried out in consultation with staff
and in a transparent manner so that the Phase Two Consultant can take staff
views fully into account in making appropriate job matches.

(iii) Selection of civil service benchmark jobs

3L A constituent association of the staff side of a central consultative
council expresses no objection to the proposal of excluding directorate jobsfrom
the survey field of the pay level survey provided that the Government would
conduct a pay review for directorate positions as a separate exercise after the
completion of the upcoming pay level survey. A few constituent associations of
the staff sides of the central consultative councils consider that there are private

9



sector matchesfor directorate jobs and thus disagree with the proposed exclusion
of such jobs from the survey field. They are concerned that the survey will as a
result fail to address the possible divergent outcome regarding the pay disparity
at senior level and that at lower levels. The management of a disciplined
services department seeks clarification as to whether the directorate pay level
will be adjusted having regard to the results of the pay level survey before the
conduct of the proposed grade structure review for directorate jobs, and whether
the directorate postsin its disciplined services grade will be subject to the same
arrangement for other civilian directoratejobs. The submissionsfrom individual
civil servants and members of the public hold divergent views on the proposed
exclusion of directorate and disciplined servicesjobsfrom the survey field of the
pay level survey.

32. A few constituent associations of the staff sides of the central
consultative councils, the management of a disciplined services department and
afew members of the public suggest that civil service jobsin the education field,
the medical and health care field and the social welfare field should not be
excluded from the survey field in order to ensure that the survey result is
representative. Of these respondents, some point out that not all private sector
jobs in these fields have their pay determined by reference to the civil service
pay practice.

33. A few constituent associations of the staff sides of the central
consultative councils and another staff body suggest that the Government should
review whether the number of civil service benchmark jobs proposed by the
Phase One Consultant for inclusion in the survey field (which represent 44% of
the civil service establishment) is sufficiently representative of the civil service.

The Phase One Consultant’ s Response:

34. The Phase One Consultant recommends that civil service jobs on the
directorate pay scales be excluded from the survey field on the following
considerations —

(@) thelack of sufficient reasonable job matches in the private sector for
civil service directorate positions under the recommended
broadly-defined job family method in view of the policy-making role
of these jobs, especially at the senior levels;

(b) while it is possible to make a private sector pay comparison for
directorate positions under the job factor comparison method, this
method is entirely different from the broadly-defined job family
method recommended for pay comparison at the non-directorate
levels. The Phase One Consultant has advised that the private sector
pay data obtained respectively for the directorate and non-directorate
positions by different job comparison methods cannot present a
coherent picture for data consolidation since different methods work
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on different assumptions and philosophies; and

(c) theinclusion of senior level jobsin the survey will greatly complicate
the data collection process in view of the confidentiality
consideration of the participating organisations. Such confidentiality
consideration may cause potential private sector organisations to
withdraw from the survey in its entirety, thus limiting the pay data
that could be collected from the survey.

35. The Phase One Consultant had proposed that certain other civil service
grades/ranks (namely, civil servicejobsin the education, medical and health care
fields) be excluded from the survey field because the pay levels of their private
sector counterparts are determined under the heavy influence of the civil service
pay practice, if not directly by reference to the latter. These included the
education grades because around 89% of primary/secondary school teachers
work in government or aided schools (which follow civil service pay practice),
and the medical and health care field because over 85% of hospital beds are in
the public sector. While the pay of some of the subvented social service
providers may have been delinked from civil service pay scales, this has only
been done recently and the actual pay levels may still reflect the legacy of civil
service pay practices. Therefore, the Phase One Consultant had also
recommended the exclusion of the social welfare field. The pay data collected
from afield where most of the employers determine the pay level of their staff by
reference to civil service pay or where the legacy of civil service pay practicesis
still reflected in the pay packages of the employees do not provide any
meaningful datafor comparing civil service pay with private sector pay.

36. Nevertheless, in view of the consultation feedback, the Phase One
Consultant recommends that the Phase Two Consultant approach representative
samples of the non-government organisations in these fields and obtain more
information regarding their pay practices so as to confirm whether the exclusion
of civil service jobs in these fields from the survey field is justified or whether
any necessary adjustment to the survey field is warranted.

37. Based on the selection criteria proposed by the Phase One Consultant,
the civil service jobs proposed to be included in the survey field represent about
44% of thetotal civil service establishment. Excluding disciplined servicesjobs
(which obviously do not have private sector matches), directorate jobs (the
inclusion of which in the survey field would necessitate a combination of survey
methodologies, thus creating practical difficultiesin data consolidation) as well
ascivil service jobsin the social welfare, education and medical and health care
fields (the private sector matches of which make reference to civil service pay
scales and practicesin determining their pay levels), the civil service benchmark
jobs represent about 73% of the remaining civil service establishment. The
Phase One Consultant considers this a reasonably representative sample size.
The Phase One Consultant considers it inappropriate to include the remaining
27%, because they comprise mostly civil service jobs which belong to small
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grades/ranks (therefore not meeting the establishment size criterion which seeks
to ensure that benchmark jobs are representative of the civil service) or do not
have reasonably comparable private sector job matches.

The CSB’s Response:

38. It is proposed that irrespective of whether certain civil service jobs
have been included in the survey field, the results of the pay level survey should
be applied to all civil service ranks based on the existing system of internal pay
relativities among civil service grades. After the completion of the development
of an improved civil service pay adjustment mechanism, CSB will carry out
individual grade structure reviews for those grades/ranks which may have
experienced significant changes in their job nature and requirements in recent
years. In this connection, CSB will consider conducting a pay review for the
directorate positions, which the Phase One Consultant has recommended not to
include in the survey field of the upcoming pay level survey due to technical
considerations.

(iv) Selection of private sector organisations to be surveyed

39. The staff side of a central consultative council and a constituent
association of the staff side of another central consultative council object to the
proposed inclusion of private sector organisations employing less than 100
staff membersin the survey field on the ground that the salary administration of
those organisations with a larger establishment size is normally more stable.
The management of a disciplined services department and some non-civil
service organisations suggest that small organisations, e.g. those employing
less than 100 employees, should generally be excluded from the survey field,
except in cases where their inclusion would ensure that there are appropriate
private sector benchmark jobs for certain specialised job groups or for jobs
which are usually found in small-scale establishments.

40. Some staff bodies which have made written submissions suggest that
only those private sector organisations that are comparable to the civil service
should be included in the survey field and that the incluson of these
organisations in the survey field should take into account the inherent
differences between the two sectorsin areas such asthe nature of operation, etc.
A few constituent associations of the staff sides of the central consultative
councils suggest that staff unions/associations should be involved in the
selection of private sector organisations for inclusion in the survey field.

41. There is a suggestion from the management of a department that in
selecting private sector organisationsfor inclusion in the survey field, apart from
its establishment size, consideration should be given to the number of private
sector benchmark jobs available in the organisation to ensure that its inclusion
will help enhance the representativeness of the survey data.

The Phase One Consultant’s Response:
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42. Under the Phase One Consultant’s recommended criteria for selecting
private sector organisations for inclusion in the survey field, al private sector
organisations to be included in the survey field should be generaly known as
steady and good employers conducting wage and salary administration on a
rational and systematic basis. This seeks to ensure that the survey field includes
a representative sample of private sector organisations for the purpose of
achieving afair comparison of the pay practices between the two sectors.

43. Insofar as the size of the private sector organisations is concerned, the
Phase One Consultant recommends that the selected organisations should be
typical employers in their respective fields normally employing 100 or more
employees, but flexibility over the employment size of the private sector
organisations should be allowed where the inclusion of such organisations is
necessary to enhance the coverage of benchmark jobs and provided that these
organisations meet the other selection criteria. Such flexibility isjustified in the
context of apay level survey because of the need to source a sufficient number of
private sector jobs that are reasonable counterparts to the civil service
benchmark jobs and to collect sufficient data for ascertaining the typical pay
practice of certain benchmark jobs. Asall the private sector organisationsin the
survey field of the pay level survey will have to meet the criterion of being
steady and good employers (see paragraph 42 above), the inclusion of some
organisations which meet all selection criteria save the one regarding
employment of 100 or more employees ought not be amatter of concern. For the
purpose of apay trend survey, given that we are measuring the private sector pay
trends for three broad salary bands without reference to the pay data of specific
job matches, we do not face the same constraint in terms of having to source a
sufficient number of comparable private sector jobs.

44, One of the criteria for selection of participating organisations is that
they should have a broad representation of the selected benchmark jobs. This
criterion must be balanced against the requirement of having sufficient
participating organisations represented in the survey field for each job family.
The requirement of a minimum number of benchmark jobs in each organisation
may affect the overall representation of certain job families where jobs are
mostly found in organisations employing a small number of staff.

45, The Phase One Consultant advises that the criteria serve only as broad
guidelines for the selection of participating organisations for inclusion in the
survey field. The Phase Two Consultant should identify any technical issues
concerning the criteria for the selection of private sector organisations for
inclusion in the survey field as set out in Table 9 of the Final Report, and make
recommendations on these issues in the light of the views of parties concerned,
including the Steering Committee and the Consultative Group.

(v) Data collection
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46. Referring to the prevalent trend of providing variable compensation
(i.e. discretionary bonuses) in the private sector, two constituent associ ations of
the staff side of a central consultative council object to the proposa of
excluding this component from the computation of the annual base salary in the
private sector. Severa constituent associations of the staff sides of the central
consultative councils and the management of a disciplined services department
express reservations about the proposed inclusion of housing and education
allowances in the computation of the annual total cash compensation in the
civil service because of the differences in the terms of provision of these
allowances between the civil service and the private sector as well as among
civil servants at different levels, and possible changes to the provision of such
allowances arising from the on-going separate review of fringe-benefit type of
civil service alowances. Another constituent association of the staff side of a
central consultative council considers that a genuine and equitable comparison
between the two sectors should be based on the total remuneration package. A
constituent association of the staff side of a central consultative council and
another staff body express concern that the pay data collected from private
sector organisations may not be complete and accurate.

47. Some constituent associations of the staff sides of the centra
consultative councils, afew other staff bodies, the management of adisciplined
services department and afew members of the public which have made written
submissions suggest that the pay comparison should also take account of the
provision of in-kind benefits in the private sector which are not found in the
civil service (e.g. quarters, club membership, use of car for personal use,
low-interest rate mortgage, stock options, etc.).

The Phase One Consultant’ s Responses:

48. The Phase One Consultant does not recommend making a pay
comparison based on the total remuneration package approach because —

() the benefits package for civil servants varies from officer to officer,
depending on their term of appointment, salary point, personal
circumstances (e.g. marital status, number of children), etc., rather
than their jobs and ranks;

(b) there are complexities involved in valuation of benefits based on
entitlement rather than actual utilisation. It is also difficult to agree
on a suitable approach to valuate benefits provided in kind (e.g.
medical and dental benefits, quarters, etc); and

(c) the provision and the cost of certain specia type of allowances (e.g.
overtime alowance, job-related allowances, etc.) vary from officer to
officer depending on individual circumstances but are not directly
related to the core duties of the jobs. There is thus not a consistent
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basis for comparing the value of such allowances.

49. The survey field of the pay level survey will cover those
non-directorate civil service benchmark jobs that meet the selection criteria and
their private sector matches. The Phase One Consultant advises that it is not a
common practice for private sector organisations to provide discretionary
bonuses to those employees likely to be included in the survey field under the
selection criteriaas part of their base salary. He has therefore recommended that
data on variable compensation (including discretionary bonus) be collected and
consolidated as part of the total cash compensation rather than the base salary.
In view of the consultation feedback, the Phase One Consultant proposes that we
may consider incorporating the data on variable compensation with the base pay
for the private sector, and comparing that aggregated value with the base salary
of the civil service if it is found that variable compensation commonly and
continuously forms a core element of base salary for particular groups of private
sector job included in the survey field. The prevailing trend regarding the
provision of variable compensation in the private sector can be ascertained from
the policy information on the structuring of remuneration package which the
Phase One Consultant recommends to collect from the pay level survey.

50. The Phase One Consultant advises that differences in practice
concerning the provision of allowances between the civil service and the private
sector do not change the fact that these allowances have an objective cash value
to those receiving them. Complete exclusion of these elements would result in
an incomplete picture for pay comparison. In view of the differences between
the two sectors in the structuring of remuneration packages, a pragmatic
approach is to collect data on al cash compensation elements actually paid by
employers to employees during the survey reference period. The aggregation of
such cost data by job level will reflect the differencesin the terms of provision of
allowances to staff of different seniority. Should there be any future changes to
civil service policies on allowances, they would change the actual expenditure
on these allowances in due course and will be reflected in the pay comparison
with the private sector in future pay level surveys. The Phase One Consultant
also advises that the Government should take into account the expected costs of
allowances for new recruits of the civil service when applying the survey results
to them.

51. The Phase One Consultant recommends that in-kind benefits in both
the public and private sectors should be excluded from the survey field because it
is difficult and impractical to agree on a consistent approach for valuing the
benefitsin the two sectors. While policy information will be collected on arange
of benefits, perquisites and other items, it should be noted that at the levels of
jobs included in this pay level survey, many of these benefits, e.g. cars, club
membership (in luxury clubs) and education benefits for children of employees,
and long-term incentives are exceptional rather than common.

(vi) Dataanalysis
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52. A constituent association of the staff side of a central consultative
council, the staff side of another central consultative council and the
management of a disciplined services department indicate preference for the
average job-holder pay approach (which gives equal weight to the pay data of
each individual job-holder) to the recommended typical organisation practice
approach (which gives equal weight to the consolidated pay data of each
surveyed organisation) for dataanalysis. They consider that the former approach
IS more representative. Some non-civil service organisations which have made
written submissions express support for the typical organisation practice
approach, but point out that the approach may not be applicable in the
circumstance where the jobs of an individual job family are dominated by afew
private sector organisations in Hong Kong.

53. A congtituent association of the staff side of a central consultative
council, a staff body and the management of a disciplined services department
consider that civil service pay should be benchmarked at the upper quartile of the
market levels in the private sector.

The Phase One Consultant’ s Response:

54. The Phase One Consultant recommends the typical organisation
practice approach because it —

(@) takes a snapshot of the average actual pay levels within each
organisation for the benchmark jobs which are determined having
regard to the necessary relativities of jobs within the organisation.
This provides relevant benchmark reference for comparison with the
civil service where pay is determined having regard to internal pay
relativities among jobs; and

(b) avoidstherisk that the findings of the pay level survey will be unduly
influenced by a small number of exceptionaly low-paying or
high-paying organisations which employ a large number of staff for
certain private sector benchmark jobs.

55. As regards the alternative approach, i.e. the average job-holder pay
approach, the Phase One Consultant has illustrated with some made-up figures
in the Phase One Consultant’s Final Report the undue influence that could be
exerted on the pay level survey findings by a small number of exceptionally
low-paying or high-paying organisations which have a large number of certain
private sector benchmark jobs.

56. Considering that the coming pay level survey is the first one to be
conducted for the civil service under the recommended survey methodology, the
Phase One Consultant recommends that it would be best to obtain as complete
data as possible on all job-holders of private sector benchmark jobs as opposed
to the collection of dataon asmall number of representative job-holdersfor each
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participating organisation. Thiswould also enable the Phase Two Consultant to
ascertain the sengitivity of data analyses to both the average job-holder pay
approach and the typical organisation practice approach. Nevertheless, the
collection of data from all job-holders® may generate unacceptable additional
burden to some organisations which may refuse to participate in the survey, or
possibly arouse concerns to some organisations that the confidentiality of
individual job-holders may be compromised by the pay data provided. The
Phase One Consultant therefore recommends that while the Phase Two
Consultant should obtain as complete data as possible, it should have the
flexibility to collect less comprehensive but still representative data as necessary
to ensure maximum participation of private sector organisations selected for
inclusion in the survey field.

57. The Phase One Consultant advises that data on the annual base salary
and the annual total cash compensation of the private sector will be analysed at
different benchmark levels, say, upper quartile, median, lower quartile and
average, to facilitate a comprehensive comparison of the different ranges of
private sector pay with the relevant range of the civil service pay scales/ thecivil
service pay scales as adjusted by the costs of cash allowances at each job level.
The Phase One Consultant also advises that the exact comparison benchmark
level to be adopted is an issue for consideration at the application stage. The
Phase One Consultant recommends that the following factors should be
considered before drawing any conclusion on which comparison benchmark
level should be adopted —

(@) up-to-date information on the structuring of the remuneration
package and the prevalence of in-kind employee benefits in the
private sector for the relevant job levels as well as the in-kind
benefitsin the civil service; and

(b) any special factorsthat are unique to the design of the civil service
pay package in view of its nature of operation, job requirements,
etc., which may or may not be quantifiable.

(vii)  Implications on pay trend survey

58. The staff side of a central consultative council, two constituent
associations of the staff sides of other central consultative councils and the
management of a disciplined services department do not support the Phase One
Consultant’s recommendation that the Government may consider making
reference to pay trend analyses available in the market, instead of conducting
customised pay trend surveys, to ascertain the year-on-year movements in the
private sector pay trends for any necessary fine-tuning of civil service pay in
between two pay level surveys. On the other hand, a staff body, some non-civil
service organisations and an individual member of the public who has submitted

® A full set of information on all job-holders is a pre-requisite for data analysis under the average
job-holder pay approach, say calculating quartile pay ranges.
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written views support this recommendation in view of the ready availability of
such data in the market and the resource implications of conducting customised
pay trend surveys.

59. Two constituent associations of the staff sides of the central
consultative councils request that the Phase One Consultant should explain the
rationale behind his recommendation that the survey field for the pay trend
survey should be aligned with that for the pay level survey.

The Phase One Consultant’s Response:

60. The Phase One Consultant advises that under the improved pay
adjustment mechanism, pay level surveys will be conducted frequently, say
every three to five years, to ascertain the extent of broad comparability of civil
service pay with private sector pay so that appropriate adjustments to civil
service pay can be made. Any disparity in pay levels between the two sectors
that has developed over time can readily be identified and addressed in the next
pay level survey. With such a mechanism, the highly precise and thus
resource-intensive methodology of the current pay trend survey, which seeks to
measure the year-on-year movements in private sector pay to provide reference
for making any necessary fine-tuning of civil service pay in between two pay
level surveys, may then not be necessary. He therefore recommends that the
Government may consider making reference to pay trend analyses available in
the market, instead of conducting customised pay trend surveys.

61. The Phase One Consultant advises that if the Government is minded to
put in the additional resources to conduct customised pay trend survey under the
improved pay adjustment mechanism, then it would be preferable to align the
survey fields of the two surveysto cover the same private sector organisationsin
the survey field as far as practicable to enhance consistency between the two
surveys and help streamline the conduct of the otherwise resource-intensive pay
trend survey. He, however, points out that for the purpose of providing reference
figures on the year-on-year movementsin private sector pay for fine-tuning civil
service pay in between two pay level surveys, the results obtained from a
customised pay trend survey would not necessarily provide an inherently
superior indicator compared to the results obtained from pay trend analyses
readily available in the market.

On the proposed general approach for applying the results of the pay level
survey

(viii)  Internal pay relativities among grades/ranks

62. The staff side of acentral consultative council and a staff body object
to the proposal of applying the pay level survey results to the disciplined
services based on the existing system of internal pay relativities. They suggest
that an individua grade review for the disciplined services grades should be

18



accorded priority and be conducted independently. Before the completion of
the grade review, the pay level survey results should not be applied to the
disciplined services grades. Some of these respondents suggest that given the
proposed exclusion of certain grades (e.g. the disciplined services) from the
survey field, it isunfair to apply the survey findings to the new recruits of these
grades. A staff body considersit unfair to apply the survey findingsto its grade
given it isnot included in the survey field.

63. The management and the staff associations of a disciplined service
grade suggest that the Police grade should be treated separately from the
general civil servicein the current exercisein order to ensure theimpartiality as
well as the unique and apolitical nature of the work of their grade members.
They express reservations about the existence of internal pay relativities
between the Police grades and other civil service grades, and the need to
maintain such pay relativities in determining Police pay. They comment that
any proposal to determine Police pay by any formula based on comparability
with the private sector or internal pay linkages overturns the principles adopted
by the Rennie Committee and the Standing Committee on Disciplined Services
Salaries and Conditions of Service. The departmental management comments
that owing to the size of the Police grades and the principles underlying the
independent Police Pay Scale, the Police grades should have an independent
pay adjustment mechanism. It further suggests that the grade structure review
for its grades should be confined to areview of pay and other closely related
matters.

64. Two constituent associations of the staff sides of the central
consultative councils comment that the review of the internal pay relativities
among civil service grades should form part of the pay level survey, rather than
being left to be dealt with by the proposed individual grade structure reviews
after the completion of the current exercise. Another constituent association of
the staff side of a central consultative council and the management of a
disciplined services department suggest that the Government should consider
the principles and the scope, as well as the approach, for carrying out the
proposed individual grade structure reviewsfor specific grades concerned. The
former further suggests that the Government should examine the question of
whether internal pay relativities among different directorate jobs and among
different jobs on the disciplined services pay scales should be maintained, and
If so how this can be achieved.

The CSB’s Response:

65. Apart from the principle of maintaining broad comparability with
private sector pay, internal pay relativity among civil service grades is another
main feature of the existing civil service pay system. The system of internal pay
relativity seeksto maintain fairness and consistency in setting the pay scales of a
diverse range of civil service gradesand ranks, including both civilian and
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disciplined services grades. For as long as our civil service pay system is
administered centrally and until a conscious decision is made either to dispense
with the system of internal pay relativities or to devolve the responsibility for
pay administration to departmental management, we consider it necessary and
appropriate to uphold the principle of maintaining internal pay relativity.

66. The existing internal relativities among civil service grades/ranks have
evolved principally through a series of large-scale, service-wide pay reviews
carried out in the 1980s and 1990s. The system of internal pay relativities
resulting from the above process reflects the differences in the job requirements
and working conditions among different civil service jobs.

67. The system of internal pay relativities in the civil service is not
immutable. Indeed, it has undergone adjustments from time to time to reflect
any revisions to the pay scales of individual grades/ranks following salary
reviews or grade structure reviews (e.g. the reviews carried out in the 1990s for
Junior Police Officers to address recruitment and retention difficulties and to
reflect an increase in workload). However, unless and until the findings of such
reviews support an adjustment to such relativities, we consider it reasonable and
fair to maintain the existing internal pay relativities in making any necessary
adjustments to civil service pay. Asamatter of established practice, the annual
civil service pay adjustments and the adjustments to starting salaries following
the 1999 Civil Service Starting Salaries Review have proceeded on the basis of
the prevailing system of internal pay relativities. The pay advantages of the
disciplined services vis-avis civilian grades in recognition of the special job
factors pertaining to different disciplined services grades have been retained
following these pay adjustments (see paragraphs 69 and 70 below).

68. The existing pay scales for the disciplined services grades, including
the Police grades, were developed as aresult of the review conducted in 1988 by
the Review Committee on Disciplined Services Pay and Conditions of Service
(the Rennie Committee). One of the recommendations by the Rennie
Committee was that the Committee did not propose either an equation or a
formula to relate police pay with that of any other group in the civil service.
Such recommendation was made to set out clearly that the Police pay scales
should be determined by exercising the best judgment based on an examination
of al the relevant factors. It should not be taken to mean that interna pay
relativities between the Police grades and other civil service grades do not exist.
Asamatter of fact, the Rennie Committee was appointed to, among other things,
review the work of the disciplined services and in the light of the conclusions
reached following the review, consider appropriate levels of remuneration of the
disciplined services in relation to the rest of the civil service. As noted in the
Fina Report of the Rennie Committee, the pay scales proposed for the
disciplined services “are recommended as appropriate levels of remuneration in

relation to the rest of the civil service”.® In other words, pay relativity with other

® The Rennie Committee took the Master Pay Scale as the yardstick in considering whether the pay
relativities between the Police pay points and the remuneration of the rest of the civil service were
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civil service grades was a key factor taken into consideration by the Rennie
Committee in determining the pay levels of the disciplined services (including
the Police grade) alongside other specia factors relevant to disciplined services
jobs.

69. It is relevant to note that the current practice of adjusting the
corresponding range of pay points on the 11 civil service pay scales, including
the Master Pay Scale, the Police Pay Scale and the Disciplined Services Pay
Scales, in tandem in the annual pay adjustment exercises was supported by the
Rennie Committee. The Rennie Committee recommended that “we do not
consider that the annual pay award to non-directorate staff, which isintended to
reflect trendsin the community outside the public service and currently based on
the Pay Trend Survey, should be different for the disciplined services from that
for the rest of the public service.”’

70. In its Fourth Report published in December 2000, the Standing
Committee on Disciplined Services Salaries and Conditions of Service affirmed
that adjustment would need to be made to the disciplined services saaries
following the 1999 Starting Salaries Review for the civilian grades carried out by
the Standing Commission on Civil Service Salaries and Conditions of Service.
In this connection, the Standing Committee advised that “the adjustment should
be confined to that element of disciplined services pay based on qualification
benchmark while that element of pay which recognised the special/job factors
should be preserved intact”.® This, once again, reflect that the internal pay
relativities between the disciplined services grades, including the Police grades,
and civilian grades exist.

71. As regards the reviews of internal pay relativities among individual
civil service grades, there have been established principles guiding the conduct
of the grade structure reviews, e.g. the review require deliberations between the
grade management and the grade members and in the process should take into
account the latest changesto the job characteristics of the grades concerned. The
individual grade structure reviews should be carried out separately from the pure
fact-finding exercise of the pay level survey. CSB intendsto carry out individual
grade structure reviews for those grades/ranks which have experienced
significant changes in their job nature and requirements in recent years
concerned after we have completed the development of an improved civil
service pay adjustment mechanism. In doing so, we shall accord priority to the
disciplined services grades because of their different circumstances and the need
for continued recruitment. In addition, we shall consider conducting a pay
review for the directorate positions including those on the directorate pay scales

appropriate, having regard to its assessment of the various pay factors in relation to the Police. The
details are set out in paragraphs 4.11 and 10.22 of the Final Report of the Rennie Committee.

" Paragraph 8.21 of the Rennie Committee’s Final Report.

8 Paragraph 3.6 of the Fourth Report of the Standing Committee on Disciplined Services Salaries and
Conditions of Service.

21



and the disciplined services pay scales, which the Phase One Consultant has
recommended not to includein the survey field of the upcoming pay level survey
due to technical considerations.

(ix) Adjustment to civil service pay scales after the pay level survey

72. A number of staff bodies and individual civil servantswho have made
written submissions consider that the application of the pay level survey results
to civil service pay should take full account of the civil service pay policy, the
Basic Law aswell as contractual and other relevant legal considerations. Some
constituent associations of the staff sides of the central consultative councils
and individual staff bodies which have submitted written comments suggest
that in formulating any proposals on the application issue, the Government
should have regard to the various relevant factors, including the inherent
differences between the civil service and the private sector, the economic
burden of civil servants, staff morale and the implications of the proposals on
the civil servicein general and on different categories of civil servants.

73. Some members of the public who have made written submissions urge
for atimely adjustment to civil service pay following the pay level survey, while
some others highlight the importance of enhancing the motivation of civil
servants in making further improvement in their performance.

The CSB’s Response:

74. In making a decision on any necessary adjustment to civil service pay
following the pay level survey, the Government will take account of the results
of the pay level survey as well as other relevant considerations, including the
Basic Law and other legal considerations, staff morale, state of the economy,
budgetary considerations, the views of the staff sides, changes in the cost of
living and any inherent differences between the two sectors which cannot be
addressed in atechnical pay level survey.

75. There are established performance monitoring and staff motivation
schemes in the civil service. Following the completion of the current exercise,
we shall proceed to examine other broader pay-related initiatives in a
step-by-step manner including exploring the feasibility of developing a more
flexible salary structure that is more performance-oriented.

x) Application of the adjusted pay scales to new recruits and serving staff

76. A constituent association of the staff side of a central consultative
council supports the proposed general approach for the application of the pay
level survey results. It further suggests that if the pay level survey reveals that
civil service pay is higher than private sector pay, in considering subsequent pay
adjustments following the pay level survey, the Government should, after taking
account of other relevant factors (such as the economic situation, civil service
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morale, etc.), exercise flexibility and discretion in awarding a slight degree of
upward pay adjustment rather than freezing civil service pay indefinitely until
the identified pay disparity disappears.

77. Some constituent associations of the staff sides of the central
consultative councils point out that the Government should consider the divisive
effect on the civil service of the proposal to adopt different approaches for
serving staff and new recruits, and its impact on civil service morale.

78. Two constituent associations of the staff sides of the centra
consultative councils object to the proposed approach of freezing the pay of
serving staff if the pay level survey indicatesthat civil service pay is higher than
private sector pay. One of them comments that the proposed approach deviates
from the established practice that each year’s pay adjustment is a separate and
independent exercise. The other proposesto set alimit on the duration of the pay
freeze period.

79. The staff side of another central consultative council considers that the
proposed application approach reasonable, except for the application of the
survey results to the disciplined services on the basis of the existing internal pay
relativities.

80. Some members of the public who have made written submissions
support the proposal of freezing the pay of serving staff to maintain the stability
of the civil service. Some other members of the public who have made written
submissions consider that the civil service, as part of the community, should
share the ups and downs of the Hong Kong' s economy. They are concerned that
the proposal of freezing the pay of serving staff would not help rectify the pay
disparity between the civil service and the private sector and would be a
disincentive to the civil service for further improvement in their performance.

The CSB’s Response:

81. The pay level survey results will serve as a broad reference of the
extent of comparability between civil service pay and private sector pay. In
considering any necessary adjustments to civil service pay following the pay
level survey, the Government will take into account the survey results as well
as other relevant considerations, including the inherent differences between the
civil service and the private sector, the budgetary considerations, the state of
the economy, changesin the cost of living, the views of the staff sidesaswell as
staff morale.

82. Regarding the general approach for the application of the pay level
survey results, the proposals as contained in the consultation paper of
November 2004 remain our position at this stage. However, the Government
will consider the issue in detail upon the conclusion of the proceedings of the
judicial review applications concerning the civil service pay reductions
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legidlation (details are set out in paragraph 89 below) and having regard to the
views received during the consultation exercise. We shall further consult staff
on the detailed application proposals in the light of the results of the pay level
survey.

On other issues

83. There are comments from some staff bodies, individual civil servants
and the management of some departments on proposals relating to their
respective grades, including the inclusion or otherwise of the concerned grades
in the preliminary list of civil service benchmark jobs, the matching of the
concerned grades/ranks with appropriate private sector jobs and the
categorisation of the concerned grades/ranks into the appropriate job family
and job level.

84. Three constituent associations of the staff sides of the central
consultative councils suggest that the Government should clarify whether the
improved pay adjustment mechanism currently under development will be
valid beyond the current term of the Administration.

85. Some non-civil service organisations which have submitted written
comments render support for conducting individual grade structure reviews,
exploring the feasibility of a more flexible salary structure for the civil service
and decentralising civil service pay administration to individual departments.
Some staff bodies and individual civil servants who have submitted written
comments suggest that staff should be fully consulted on any further proposals
concerning civil service remuneration.

86. The management of a disciplined services department comments that
decentralisation of pay administration of the civil service involvesfundamental
changes and requires very careful exploration. A constituent association of the
staff side of a central consultative council comments that proposals regarding
the introduction of performance pay, flexible pay ranges and a clean wage
policy are not applicable to the Police grades.

87. The staff side of a central consultative council and a constituent
association of the staff side of another central consultative council note that their
comments are subject to revision after the Court of Final Appeal has ruled on the
Government’'s appeals in relation to the Public Officers Pay Adjustment
Ordinance (the POPA Ordinance). A few constituent associations of the staff
sides of the central consultative councils suggest that the Government should
examine the implications of the Court of Appeal’s judgment in relation to the
POPA Ordinance and the outcome of the Government’s appeal to the Court of
Final Appeal for the current exercise, in particular whether the effective means
for implementing both upward and downward pay adjustments to civil service
pay should be provided for in legidation.
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The CSB’s Response:

88. Under the recommended broadly-defined job family method, an
intensive job inspection process with the participation of departmental
management, grade management, staff bodies including  staff
uniong/associations and job-holders of representative posts will be carried out
as apreparatory step for the collection of pay datafrom the private sector. The
process will be carried out in consultation with staff and in a transparent
manner so that staff views can be taken fully into account in making
appropriate matches of civil service benchmark jobs with reasonably
comparable private sector jobs. 1n proceeding with the proposed job inspection
process, the Phase Two Consultant will be required to take into account the
feedback received during the consultation exercise concerning the civil service
benchmark grades.

89. Regarding the general approach for the application of the pay level
survey results, the Government will consider the issue in detail upon the
conclusion of the proceedings of the judicial review applications concerning the
civil service pay reductions legislation. The Court of Appeal has recently, by a
majority, allowed the appeals against the rulings of the Court of First Instance on
the judicial review applications regarding the Public Officers Pay Adjustment
Ordinance, which implemented the civil service pay reduction effective from 1
October 2002. The Government has obtained leave to appeal against the Court
of Appeal'sdecision to the Court of Final Appeal (CFA) and the CFA hearing has
been scheduled for June 2005. Bound by the Court of Appeal’s judgment, the
Court of First Instance has recently held that section 15 of the Public Officers
Pay Adjustments (2004/2005) Ordinance (Cap.580) is inconsistent with Article
100 of the Basic Law. The Government has obtained leave to appeal against the
Court of First Instance’ sruling in this respect to the CFA. The Government will
take account of the CFA's judgment, where applicable, and the views received
during the consultation exercise in considering the application of the pay level
survey results and its implementation (including the devel opment of an effective
means for implementing both upward and downward civil service pay
adjustments), and will further consult staff in due course.

90. As clearly explained in the Progress Report and the Consultation
Paper, the development of an improved civil service pay adjustment
mechanism is intended for long-term adoption in the civil service. It amsto
provide a coherent framework for periodic reviews of civil service pay levels
and civil service pay adjustments in accordance with the established civil
service pay policy.

91. The proposals on other aspects of our civil service pay system set out
in the Consultation Paper outlined very broad and general directions for the
reform. It is our intention to pursue other pay-related initiatives in a
step-by-step manner following the completion of the current exercise.  We
shall develop more concrete proposals regarding these reform initiatives and
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fully consult civil service colleagues in due course. In taking forward the
current exercise as well as other review proposals, we shall take full account of
the views put forward by all parties concerned and be guided by the overall
interests of the community as awhole.

Civil Service Bureau
March 2005

26



