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LEGISLATIVE COUNCIL BRIEF
2016-17 CIVIL SERVICE PAY ADJUSTMENT
INTRODUCTION
At the meeting of the Executive Council on 7 June 2016, the
Council ADVISED and the Acting Chief Executive (CE) ORDERED that the
following pay offers, to be effected retrospectively from 1 April 2016, should
be made to the staff sides of the four central consultative councils 1 (the staff
sides) –
(a)

a pay increase of 4.19% (equal to the net pay trend indicator (PTI)
for the upper salary band) for civil servants in the upper salary
band and the directorate;

(b)

a pay increase of 4.68% (equal to the net PTI for the middle salary
band) for civil servants in the middle salary band; and

(c)

a pay increase of 4.68% (equal to the net PTI for the middle salary
band) for civil servants in the lower salary band, by invoking the
“bring-up” arrangement 2.

JUSTIFICATIONS
Civil Service Pay Policy
2.
The Government’s civil service pay policy is to offer sufficient
remuneration to attract, retain and motivate staff of suitable calibre to
provide the public with an effective and efficient service; and to ensure that
civil service remuneration is regarded as fair by both civil servants and the
public that they serve by maintaining broad comparability between civil

__________________________________________________________
1

The four central consultative councils are the Senior Civil Service Council, the Model
Scale 1 Staff Consultative Council, the Police Force Council (PFC) and the Disciplined
Services Consultative Council (DSCC).

2

The “bring-up” arrangement refers to the arrangement to align the pay adjustment for
civil servants in the lower salary band with the net PTI of the middle salary band if the
latter is higher than the net PTI of the lower salary band. This arrangement was
introduced in 1989 upon the recommendation of the Committee of Inquiry into the
1988 Civil Service Pay Adjustment and Related Matters (please see paragraph 19
below for details).

service and private sector pay. To implement this policy, civil service pay is
compared with market pay on a regular basis through three different types
of surveys under the Improved Civil Service Pay Adjustment Mechanism
endorsed by the Executive Council in 2007, namely (a) the annual pay trend
survey (PTS); (b) the triennial starting salaries survey to compare the starting
salaries of civil service civilian grades with the entry pay of jobs in the
private sector requiring similar qualifications; and (c) the six-yearly pay level
survey to ascertain whether civil service pay is broadly comparable with
private sector pay.
The Annual PTS
3.
First conducted in 1974, the annual PTS aims to ascertain the yearon-year pay adjustment movements in the private sector. The results of the
PTS, viz. the gross PTIs for the three salary bands, from which the payroll
3
cost of increments (PCIs) is deducted, provide the net PTIs which are one of
the factors to be considered in the annual civil service pay adjustment. The
practice of deduction of the PCIs has been implemented since 1989 on the
recommendation of the Committee of Inquiry into the 1988 Civil Service Pay
Adjustment and Related Matters (1988 Committee of Inquiry) together with
the inclusion of private sector in-scale increment and merit pay in the
computation of gross PTIs. The 1988 Committee of Inquiry considered that,
if private sector in-scale increment and merit pay were to be included in the
PTS, the PCIs should be deducted for fairness.
4.
Since 1983, the annual PTS has been commissioned and its conduct
has been overseen by the PTS Committee which is a tripartite committee
comprising representatives of the staff sides of the four central consultative
councils, the two independent advisory bodies on civil service salaries and
conditions of service 4 as well as government officials. Every year before the
conduct of the PTS, the PTS Committee reviews and agrees on the survey
methodology and the survey field. It then renders its advice on the PTS
methodology to the Standing Commission on Civil Service Salaries and
Conditions of Service (Standing Commission) for endorsement. The Standing
Commission, after considering the advice of the PTS Committee, submits its
recommendation on the PTS methodology to the Government for
consideration. Upon receiving the Standing Commission’s endorsement and
the Government’s support, the PTS Committee will commission the Pay
Survey and Research Unit (PSRU) to conduct the annual PTS.
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3

“Payroll cost of increments” is the increment payments made to civil servants who
have not yet reached the maximum pay point of their rank, expressed as a percentage
of total salary payment.

4

The two independent advisory bodies are the Standing Commission on Civil Service
Salaries and Conditions of Service (Standing Commission) and the Standing
Committee on Disciplined Services Salaries and Conditions of Service (SCDS).
2

The Annual Pay Adjustment Process
5.
After completion of the annual PTS, the Executive Council’s advice
is sought on the pay offers to be made to the staff sides of the four central
consultative councils with regard to the relevant factors, including –







the net PTIs
the state of Hong Kong’s economy
changes in the cost of living
the Government’s fiscal position
the pay claims of the staff sides
civil service morale

If the pay offers are different from the staff sides’ pay claims, the staff sides
will be consulted again before the Executive Council’s decision on the 201617 Civil Service Pay Adjustment is sought.
The 2016 PTS

A

6.
Following the established arrangements as set out in paragraph 4
above, the PTS Committee reviewed and agreed on the survey methodology
before commissioning the PSRU to conduct the 2016 PTS. Its advice on the
2016 PTS methodology was accepted in full by both the Standing
Commission and the Government. The PTS Committee also ensured that the
2016 PTS was conducted in accordance with the established mechanism and
agreed methodology (details of which are at Annex A).
7.
The 2016 PTS covers the 12-month period from 2 April 2015 to
1 April 2016. In the survey, the basic pay and additional pay adjustment
data of 151 934 employees in 109 companies, consisting of 150 075
employees in 80 larger companies and 1 859 employees in 29 smaller
companies, were collected. The findings of the 2016 PTS are set out below –
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Salary
Band 5
Upper
Middle
Lower

Basic Pay
Indicator
[A]
4.38%
5.19%
4.91%

Additional Pay
Indicator
[B]
0.90%
0.50%
-0.01%

Gross PTI 6
[A] + [B]
5.28%
5.69%
4.90%

8.
In accordance with the established practice, the PTS Committee
met and considered the 2016 PTS findings on 25 May 2016. At the meeting,
all 12 members who attended the meeting validated the 2016 PTS findings,
confirming that the survey was conducted in compliance with the agreed
methodology, with only the Hong Kong Chinese Civil Servants’ Association
(HKCCSA) validated the findings “with reservation” 7.
9.
The PTS Committee submitted its report to the Government on
25 May 2016. The net PTIs are as follows –
Salary
Band5

Gross PTI
[C]

PCIs in 2015-16
[D]

Net PTI
[C] – [D]

Upper
Middle
Lower

5.28%
5.69%
4.90%

1.09%
1.01%
1.82%

4.19%
4.68%
3.08%
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5

The pay ranges of the three salary bands for the 2016 PTS are –
(a) Upper: Above Master Pay Scale (MPS) 33 to General Disciplined Services (Officer)
Pay Scale 39 or equivalent, viz. $62,236 to $127,250;
(b) Middle: From MPS 10 to 33 or equivalent, viz. $20,305 to $62,235; and
(c) Lower: Below MPS 10 or equivalent, viz. below $20,305.

6

The gross PTI is the sum of the basic pay indicator and the additional pay indicator.
Basic pay indicators cover salary adjustments awarded to employees on account of
(a) cost of living; (b) general prosperity and company performance; (c) general changes
in market rates; and (d) in-scale increment and merit. Additional pay indicators cover
adjustments to payments in addition to basic salary, such as “the 13th month salary”,
year-end bonuses, commissions and other non-guaranteed/discretionary/one-off
bonuses, etc. Both indicators do not cover changes in fringe benefits and allowances
(e.g. housing allowance, stock options and education allowance, etc).

7

The staff side representatives of the DSCC and three of the four constituent
associations (except for the Superintendents’ Association, which stayed in the PTS
Committee as an observer) of the PFC have withdrawn from the PTS Committee since
2013. However, the PTS Committee Secretariat has continued to send meeting
invitations, papers and minutes of meeting to all of them. They have also been invited
to give their views on the discussion items of the PTS Committee and assured that
their views would be duly considered by the PTS Committee. The concerned staff
representatives have however maintained their decision not to participate in the
2016 PTS and hence have not sent in any views on it.
4

Hong Kong’s Economy
10.
The Hong Kong economy slowed further in the first quarter of 2016,
posting only meagre year-on-year growth at 0.8% in real terms. For 2016 as
a whole, the economy is projected to grow modestly by 1% to 2%.
Notwithstanding the economic slowdown, the labour market held broadly
stable in overall terms, with the seasonally adjusted unemployment rate
staying at a still-low level of 3.4% in February to April 2016. Wages and
earnings continued to rise on the back of the low unemployment
environment over the past year, at around 4% to 6% in nominal terms.
Cost of Living
11.
For the 12-month period ending March 2016, the headline
Composite Consumer Price Index (CPI) inflation, which reflects the impact of
the changes in consumer prices on 90% of households (as compared with
CPI(A), CPI(B) and CPI(C) which relate only to 50%, 30% and 10% of
households respectively), averaged at 2.7%. The headline and underlying
Composite CPI, CPI(A), CPI(B) and CPI(C) inflation for the 12-month period
ending March 2016 8 are as follows –
Headline
Underlying

B

Composite CPI
2.7%
2.5%

CPI(A)
3.2%
3.0%

CPI(B)
2.6%
2.5%

CPI(C)
2.1%
2.1%

12.
The headline Composite CPI is forecast to increase by 2.3% for
2016 as a whole 9. The technical definition of the above CPI figures is at
Annex B for reference.
The Government’s Fiscal Position
13.
The consolidated surplus for 2015-16 is $14.4 billion, equivalent to
0.6% of Gross Domestic Product (GDP). Fiscal reserves at end-March 2016
stood at $842.9 billion, equivalent to 23 months of government expenditure.
For 2016-17, it is estimated that we will have a small consolidated surplus of
$11.4 billion, equivalent to 0.5% of GDP. According to the latest Medium
Range Forecast, the financial position of the Government over the medium
term will remain sound, although there will be deficit in the Consolidated
Account in 2018-19 and 2019-20 mainly because of the Government’s
financial allocation for the healthcare reform and retirement protection. In
the longer term, with ageing population and slowing economic growth, if
government expenditure continues to increase at a faster pace than
government revenue and GDP, a structural deficit is projected to surface in a

__________________________________________________________
8

Source: Monthly Report on the Consumer Price Index (March 2016) published by the
Census and Statistics Department on 21 April 2016.

9

The underlying Composite CPI is forecast to increase by 2% for 2016 as a whole.
5

decade or so even if the Government is to maintain its public services at the
then existing levels.
Staff Sides’ Pay Claims
C

14.
The pay claims from the staff sides of the four central consultative
councils (at Annex C) are summarised in the table below –
Upper
Salary
Band
(I) Senior Civil Service Council (SCSC)
(a) HKCCSA
4.19%
(b) Association of Expatriate Civil
5.28%
Servants of Hong Kong (AECS)
(c) Hong Kong Senior
Government Officers
5.28%
Association (HKSGOA)
(II) PFC
(III) DSCC
(IV) Model
Scale
1
Staff
Consultative Council (MOD 1
N.A.
Council)
Staff Sides

15.

Middle
Salary
Band

Lower
Salary
Band

4.68%

4.68%

N.A.

N.A.

N.A.

N.A.

5.60%
5.68%
N.A.

4.68%

The details of staff sides’ pay claims are summarised as follows (a)

HKCCSA, which is one of the constituent associatons of the SCSC
as well as the MOD 1 Council, requests a 4.19% pay rise for the
upper salary band and 4.68% pay rise for the middle and lower
salary bands, which are the same as the Government’s pay offers;

(b)

HKSGOA and the AECS, the other two constituent associations of
the SCSC, are of the view that PCIs should no longer be taken into
consideration for civil service pay adjustment, and hence request a
pay rise according to the gross PTI for the upper salary band (i.e.
5.28%);

(c)

the PFC staff side requests a pay rise of 5.6% across-the-board
having regard to the findings of its own independent pay survey,
and stresses that it is “totally inappropriate and unfair to deduct
the PCIs from gross PTIs”;

(d)

the DSCC staff side requests a pay rise of 5.68% across-the-board
having regard to all factors relevant to civil service annual pay
adjustment; and

6

(e)

the MOD 1 Council staff side requests the Government to invoke
the “bring-up” arrangement and adjust the salary of the lower
salary band according to the net PTI of the middle salary band, i.e.
4.68%.

Staff Morale
16.
Various staff associations have raised the claim that, with rising
public expectation and increasing workload, a reasonable pay rise would be
vital for maintaining staff morale.
Pay Offers for 2016-17
17.
Taking into account the considerations set out in paragraphs
6 to 16 above, the Acting CE-in-Council decided that the following pay offers
should be made to the staff sides for 2016-17 –
Salary Band
Directorate
Upper
Middle
Lower

No. of Civil
Servants 10
1 356
18 732
116 346
29 519

Net PTI

Pay Offer

N.A. 11
4.19%
4.68%
3.08%

4.19%
4.19%
4.68%
4.68%

18.
In gist, the pay offers are the same as the net PTIs for the respective
salary bands, save for the pay offer for civil servants in the lower salary band
for which the “bring-up” arrangement should be invoked. For directorate
civil servants who are not covered by the annual PTS, the pay offer is the
same as that for the upper salary band in accordance with the practice
adopted since 1989-90.
19.
The “bring-up” arrangement for civil servants in the lower salary
band has been implemented since 1989 upon the recommendation of the
1988 Committee of Inquiry on the ground, amongst others, that the
Government should be among the better paying employers in relation to the
lowest paid. Since then, the Government has, upon considering the specific
circumstances of each year, decided to invoke the “bring-up” arrangement
whenever the net PTI for the lower salary band is below that for the middle
salary band with only a few exceptions (under special circumstances). For
the current year, the decision to invoke the “bring-up” arrangement was also
made having regard to the specific circumstance of this year.

__________________________________________________________
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The figures reflected the position as at 31 March 2016 and included some 19 700 civil
servants seconded to/ working in trading funds, subvented and other public bodies.

11

The PTS does not cover private sector employees whose salary overlaps with
directorate civil servants. The pay claims from the staff sides also do not cover
directorate civil servants.
7

Effective Date for the Pay Adjustment
20.
In line with the established practice, the Acting CE-in-Council
decided that the pay adjustment should take effect retrospectively from
1 April 2016.
OTHER RELATED ISSUES

D

21.
Civil service pay adjustment is not applicable to judges or judicial
officers (JJOs), political appointees, non-civil service contract (NCSC) staff or
subvented sector staff (except for teaching and related staff in the aided
school sector who are paid according to the civil service pay scale). The
relevant policy background is set out in Annex D.
IMPLICATIONS
22.
The pay offers are in conformity with the Basic Law, including the
provisions concerning human rights. They have no environmental, family,
productivity and sustainability implications. There is no gender issue.
E
23.
The annual financial implications for the civil service and the
subvented sector arising from the pay offers (if implemented) are estimated
as follows –
$ million
(a)
(b)

Civil service
Independent
Commission
Corruption staff 13

(c)

Subvented organisations

(d)

Auxiliaries

4,159 12
Against

36
4,720 14
10

Total

8,925

__________________________________________________________
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The figure includes an additional cost of about $394 million arising from pay
adjustment for around 19 700 civil servants seconded to/working in trading funds,
subvented and other public bodies. It also includes an estimated increase of
$571 million in pension payments for those retiring in 2016-17.

13

Independent Commission Against Corruption (ICAC) staff are not civil servants.
However, it has been the Government’s policy to extend the civil service pay
adjustment to ICAC staff.

14

This figure has excluded the financial implications arising from pay adjustment for
civil servants seconded to/ working in subvented bodies, which have been
incorporated under item (a) above.
8

24.
The civil service accounts for about 4% of the total workforce and
civil service emoluments account for about 7% of the overall employment
remuneration in the economy. The civil service and employees in subvented
organisations together account for around 16% of the overall employment
remuneration in the economy. As the pay offers are broadly in line with the
pay adjustments in the private sector over the past year, the impact on the
overall labour market should be small. The impact on inflation of the pay
adjustment should also be marginal.
PUBLICITY
25.
The Secretary for the Civil Service has made the pay offers to the
staff sides of the four central consultative councils earlier today
(7 June 2016). A press release will be issued later today, and a spokesperson
will be available to answer media enquiries.
ENQUIRIES
26.
Enquiries on this brief should be addressed to Mr Paul Cheung,
Principal Assistant Secretary for the Civil Service (Tel: 2810 3112).

Civil Service Bureau

7 June 2016
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Annex A
The PTS Mechanism
The annual PTS is commissioned by the PTS Committee, which
is a tripartite committee comprising members from –
(a)

the staff sides of the four central consultative councils
(10 representatives in total);

(b)

the
Standing
Commission
representatives); and

(c)

the Government (two representatives).

and

the

SCDS

(three

The Secretary General of the Joint Secretariat for the Advisory Bodies
on Civil Service and Judicial Salaries and Conditions of Service is also a
member.
2.
The PTS collects the year-on-year adjustments in both basic
pay and additional pay (e.g. “the 13th month salary”, year-end
bonuses/commissions and other non-guaranteed/discretionary/
one-off bonuses, etc.) of employees in the surveyed companies from
major economic sectors. Salaries adjustments awarded to employees
on account of the following factors are included –
(a)

cost of living;

(b)

general prosperity and company performance;

(c)

general changes in market rates; and

(d)

in-scale increment and merit.

Changes in fringe benefits and cash allowances (e.g. housing allowance)
as well as salaries adjustments attributed to external relativities 1 ,
internal relativities and/or implementation of the statutory minimum
wage are excluded from the calculation of the PTIs.

1

Salaries adjustments attributed to external relativities refer to adjustments
given to a specific group of employees in a company as a result of salaries paid
by other companies for a similar job.

3.
Pay adjustment data from both larger (i.e. with 100 or more
employees) and smaller (i.e. with 50 to 99 employees) companies are
collected and assigned a 75% and 25% weighting respectively. The
data are collated according to three salary bands, namely, upper,
middle and lower, and aggregated in accordance with the assigned
weighting into a basic pay indicator and an additional pay indicator for
each salary band.
4.
The sum of the two indicators for a particular salary band is
the gross PTI for that band. The PCIs incurred for civil servants in
each salary band (i.e. the increment payment made to civil servants
who have not yet reached the maximum pay point of their ranks,
expressed as a percentage of total salary payment) is then deducted
from the relevant gross PTI to arrive at the net PTI.
The 2016 PTS Methodology
5.
Every year before the conduct of the PTS, the PTS Committee
reviews and agrees on the survey methodology and the survey field.
During the review, the PTS Committee has studied and discussed all
issues about the PTS methodology raised by staff associations. It has
accepted the suggestion from the staff side that new recruits in
surveyed companies who are awarded pay adjustment only on a pro
rata basis (i.e. based on the length of time period they have served in the
company during the year) as a result of the company policy will be
excluded 2.
6.
Except for the above changes, the PTS Committee agreed that
other aspects of the 2015 PTS methodology should be adopted for the
2016 PTS. The views of the PTS Committee were accepted in full by
both the Standing Commission and the Government without further
comment.
At its meeting held on 19 February 2016, the PTS
Committee formally commissioned the PSRU to conduct the 2016 PTS.

2

Previously, only new recruits who were not awarded any pay adjustment as a
result of the company policy were excluded. Those who were awarded with pay
adjustment only on a pro rata basis were included.
2

Annex B
Technical Definition of CPI Figures
The CPI provides a measure to reflect changes in the price level
of consumer goods and services generally purchased by households.
The Census and Statistics Department is responsible for compiling the
following series of CPIs to reflect the impact of consumer price changes
on households in different expenditure ranges as follows:•

Composite CPI: reflects the impact on households as a whole
(households with monthly expenditure in the range of $5,600
to $79,200 adjusted to the price level of 2015);

•

CPI(A): relates to 50% of households in the relatively low
expenditure range (i.e. roughly with monthly household
expenditure in the range of $5,600 to $22,800 adjusted to the
price level of 2015);

•

CPI(B): relates to 30% of households in the medium
expenditure range (i.e. roughly with monthly household
expenditure in the range of $22,800 to $39,400 adjusted to the
price level of 2015); and

•

CPI(C): relates to 10% of households in the relatively high
expenditure range (i.e. roughly with monthly household
expenditure in the range of $39,400 to $79,200 adjusted to the
price level of 2015).

2.
Since 2007, the Government has been implementing a number
of one-off relief measures to relieve the burden of the general public.
According to international guidelines, CPI should reflect what
consumers actually pay for the goods and services which are included
in the scope of the CPI. The expenditures and prices recorded should
be those paid by consumers, taking account of all discounts, subsidies
and most rebates, even if discriminatory or conditional. As such, the
impact of all these measures should be reflected in the CPI as far as
possible.
3.
On the other hand, it is understood that a separate CPI is
needed for many analytical purposes so that prices after netting out the
effects of these one-off measures 1 can be measured for presenting a
picture of the underlying inflationary trend. In this connection,
"Headline" and "Underlying" are terms generally used to describe
1

One-off relief measures affecting the CPIs include (a) public housing rental waiver;
(b) rates concession; (c) electricity charge subsidy; and (d) suspension of employees
retraining levy. While there have been other relief measures such as tax rebate in
recent years, they are considered not having direct effect on the compilation of CPIs
since tax payment is not an expenditure component for compiling the CPI figures.

respectively the CPIs before and after removing the effects of all
Government's one-off relief measures. While headline CPI provides a
measure to reflect the actual price changes in the price level of
consumer goods and services generally purchased by households,
underlying CPI serves to reflect the hypothetical situation after netting
out the impacts of the Government's one-off relief measures.

2
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Annex D
Applicability of the Civil Service Pay Adjustment
The proposed civil service pay adjustment is not applicable to
JJOs, political appointees, NCSC staff and subvented sector staff. The
relevant policy background are set out as follows –
(a)

JJOs:
JJOs are subject to a different and separate
mechanism for pay adjustment as endorsed by the Executive
Council on 20 May 2008. The Standing Committee on
Judicial Salaries and Conditions of Service (the Judicial
Committee) will deliberate how the pay of JJOs should be
adjusted having regard to a basket of factors, including the
final pay adjustment decision to be made for the civil service.
Upon receipt of the recommendations of the Judicial
Committee, a separate decision from the Executive Council
will be sought.

(b)

Political appointees: The pay policy for politically appointed
officials (including Principal Officials (POs), Deputy Directors
of Bureau and Political Assistants to POs) are distinct and
separate from those for the civil service.
The
recommendation in this brief will not apply to them.

(c)

NCSC staff: NCSC staff are recruited by individual bureaux
and departments mainly for work that is seasonal,
time-limited or part-time in nature, or work where the mode of
delivery is under review or likely to be changed, etc. As the
pay of NCSC staff is managed differently from that of the civil
service, the recommendation in this brief and the final pay
adjustment decision to be made for the civil service will not be
applied to them.

(d)

Subvented sector staff: With the exception of teaching and
related staff in the aided school sector who are paid according
to the civil service pay scales, the Government, as a general
rule, is not involved in the determination of pay or pay
adjustment of staff working in subvented bodies (e.g. the
Hospital
Authority,
social welfare
non-governmental
organisations, institutions funded by the University Grants
Committee, etc.). These are matters between the concerned
bodies as employers and their employees.
Hence, the
Government will not directly impose any pay adjustment
applicable to the civil service on the subvented sector. That
said, it has been the established practice that following a civil
service pay adjustment, the Government will adjust the
provisions for subventions which are price-adjusted on the

basis of formulae including a factor of civil service pay
adjustment. The additional provisions for subventions will in
general be calculated in accordance with the weighted average
of the pay rise decided for the civil service 1, as was done in
previous years. It would be up to individual subvented
bodies, as employers, to decide whether to increase the
salaries of their own employees and, if so, the rate of increase.
Subject to the Executive Council’s decision on the pay
adjustment for the civil service for 2016-17 and subject to the
approval of the Legislative Council Finance Committee, we will,
through the relevant Controlling Officers, remind the
subvented bodies concerned that the additional subventions
from the Government are meant to allow room for pay
adjustment for their staff.

1

The weighted average of civil service pay adjustment rates would be 4.54% if civil
service pay for 2016-17 is indeed adjusted according to the recommended pay
offers.
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