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LEGISLATIVE COUNCIL BRIEF

2022-23 CIVIL SERVICE PAY ADJUSTMENT - DECISION

INTRODUCTION

On 12 July 2022, the Executive Council ADVISED and the Chief
Executive (CE) ORDERED that civil service pay should be adjusted for 2022-
23 in accordance with the pay offers made to the staff side of the four central
consultative councils!, viz. the pay for civil servants in the upper, middle and
lower salary bands and the directorate be increased at 2.5% with
retrospective effect from 1 April 2022.

2. Independent Commission Against Corruption staff are not civil
servants. However, in accordance with the Government’s established policy,
the annual civil service pay adjustment will also be extended to them.

JUSTIFICATIONS
(A) Staff Side’s Response to Pay Offers
3. In accordance with the CE-in-Council’s decision made on 5 July

2022, the pay offers set out in paragraph 1 above have been made to the staff
side of the four central consultative councils. The staff side’s response to the
A to D pay offers are at Annexes A to D2. In gist -

(@) the staff sides unanimously express disappointment as the
adjustment is way below the net Pay Trend Indicators (PTIs) for the
upper and middle salary bands. They reflect staff sentiment that,
with an across-the-board adjustment that is neither pegged to the
net PTIs nor inflation rate, the pay offers are a departure from the
established mechanism, and there is no apparent explanation for
how the 2.5% was arrived at. Some express concern that the pay
offers this year, which deviate significantly from the net PTIs, would

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

2 The Association of Expatriate Civil Servants of Hong Kong, one of the three constituent
associations of the SCSC, has not provided response to the pay offers.



(B)

(b)

(d)

()

(b)

set a precedent for the Government to disregard the Pay Trend
Survey (PTS) completely in the future;

some demand that the difference between the net PTIs and actual
pay adjustment this year be taken into consideration in the pay
adjustment exercise next year; some are particularly concerned that,
since the design of the PTS tracks year-on-year pay adjustment
movements, the findings next year may be in the negative when the
survey tracks the impact brought on the labour market by the fifth
wave of COVID-19;

some representatives argue that the magnitude of increase could not
fully restore their loss of purchasing power in the light of the
inflation during pay freeze for the past two years, which has already
affected the livelihood of civil servants, particularly those on the
lower salary band; and

some continue to argue that the payroll cost of increments (PClIs)
deduction arrangement should be abolished.

The Government’s Views

Our views on the response of the staff side are set out below —

civil service remuneration should be regarded as fair by both civil
servants and the public they serve. The CE-in-Council has taken
into account all the relevant factors under the established
mechanism in deciding the pay offers. While results of the 2022 PTS
show a clear upward trend in the private sector salary generally
during the survey period (i.e. from 2 April 2021 to 1 April 2022), the
net PTIs alone cannot fully reflect the uncertain and volatile
economic situation. The adjustment magnitude of 2.5% is the
outcome of balancing all relevant factors;

in accordance with established mechanism in handling civil service
pay adjustment, the CE-in-Council will continue to consider all
relevant factors, including the net PTIs derived from the annual PTS,
which serve as an objective assessment of the year-on-year pay
adjustment movements in the private sector. Each year’s exercise
is separate, and each decision made is a result of thorough
consideration of all relevant factors;

changes in the cost of living is one of the six factors to be considered.
Despite that tracking inflation is never the objective of civil service
pay adjustment, the pay offer at 2.5% is higher than the change in
the Composite Consumer Price Index at 1.7% for the 12-month
period ending March 2022 over the previous 12-month period
ending March 2021; and



(d) the Committee of Inquiry into the 1988 Civil Service Pay Adjustment
and Related Matters considered that, if in-scale increment and merit
pay (including exceptional merit pay which should be excluded but
cannot be distinguished therefrom) in the private sector were to be
included in the PTS, the PCIs should be deducted for fairness. The
current situation under which more than half of the 111 surveyed
companies in the 2022 PTS still took merit pay into consideration in
deciding pay adjustment for their employees, and those that did take
special merit pay into consideration were not able to provide a
breakdown of salary adjustments attributable to such special merit,
show that there are not sufficient justifications to cease the PCIs
deduction arrangement. In any case, PCls have been capped since
the 2019-20 civil service pay adjustment to ensure no further
erosion of the net PTIs by the rising PCls.

S. Having considered the staff side’s response to the pay offers and after
taking into account all relevant factors under the established mechanism, the
CE-in-Council has decided that civil service pay for 2022-23 should be
adjusted in accordance with the pay offers made.

IMPLICATIONS

6. The Basic Law, financial, economic and family implications of the
decision on the 2022-23 civil service pay adjustment are the same as those
set out in the Legislative Council Brief on the pay offers in respect of the 2022-
23 civil service pay adjustment issued on 5 July 2022. The decision has no
environmental, productivity, sustainability or gender implications.

PUBLICITY

7. The Secretary for the Civil Service informed the staff side of the
decision on the 2022-23 civil service pay adjustment today (12 July 2022).
A press release has been issued and a spokesman will be available to answer
media enquiries. We plan to seek the approval of the Finance Committee of
the Legislative Council in July.

ENQUIRIES

8. Enquiries on this brief should be addressed to Mr Leo LI, Principal
Assistant Secretary for the Civil Service (Tel: 2810 3112).

Civil Service Bureau
12 July 2022
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PoLICE FORCE COUNCIL
STAFF ASSOCIATIONS

38/F, ARSENAL HOUSE,
POLICE HEADQUARTERS,
1 ARSENAL STREET, HONG KONG.

CERIZSRSHBE
EBERBE —NLEMAT
EHARZ /12

EiE Telephone: 2860 2645
fEE Fax: 2200 4355

1% & #& 5% OUR REF: CP PER SS C/4-85/2 PT.13

4 4% 5% YOUR REF: CSBCR/PG/4-085-001/87
7 July 2022

Mrs. Ingrid YEUNG HO Poi-yan, JP
Secretary for the Civil Service,

9/F., West Wing, Central Government Offices,
2 Tim Mei Avenue, Tamar, Hong Kong

Dear Mrs. YEUNG,

2022-23 Civil Service Pay Adjustment

Thank you for your letter dated 5 July 2022 under reference
CSBCR/PG/4-085-001/87 informing us of the pay offers made by the
Chief-Executive-in-Council (CE-in-Council) to the Staff Side, that the pay
for civil servants in the upper, middle and lower salary bands and the
directorate be increased at the same rate of 2.5% for 2022-23, effective
retrospectively.

The Police Force Council Staff Side (PFC SS) wishes to
express our deep disappointment that the CE-in-Council has disregarded
the existing mechanism, and appears not to have fully considered the
factors mentioned in our pay claim letter of 26 May 2022, including the
extraordinary contribution of our police officers to the community in the

past years.
HoNG KONG
SUPERINTENDENTS’ POLICE INSPECTORS’ OVERSEAS INSPECTORS’ JUNIOR POLICE OFFICERS’
ASSOCIATION ASSOCIATION ASSOCIATION ASSOCIATION

il BEEBERHGE BHINBEREGE ERBERBE
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Despite the PFC SS opines the current survey methodology does
not fully reflect the uniqueness of police work, we suggest no change at all.
We will continue to respect and follow the long-established pay adjustment
mechanism.

The purpose of the annual Pay Trend Survey (PTS) is to track the
year-on-year pay movements in the private sector so as to maintain broad
comparability between civil service and private sector pay. The survey
produces the gross Pay Trend Indicators (PTIs), which represents the
movements in private sector pay from the previous year to the current year,
which lags a year behind the prevailing trend. Civil servants have always
paid respect to this delayed effect over the years, and would reasonably
expect the Government to do the same.

After deduction of the Payroll Cost of Increments (PCls), the Net
Pay Trend Indicator (PTI) during the period 2 April 2021 to 1 April 2022
were 2.04%, 4.55% and 7.26% for the lower, middle and upper salary
bands. The PFC SS considers that we fully deserve to receive a pay rise
in accordance with the 2022 PTS findings, which does indeed echo the pay
trend of the private market. Besides, the big discrepancy between the
2022 PTS findings and the announced pay offers would probably shake the
credibility of the long established PTS system, and be viewed as a serious
departure from the established mechanism.

The Civil Service Bureau (CSB) made pay offers to the Staff
Side of the four civil service central consultative councils and proposed an
across-the-board pay rise of 2.5% for all civil servants publicly at the press
conference held on 5 July 2022. However, the PFC SS is of the view that
the early public announcement has indeed ruined the possible room for
maneuver and undermined the following consultation meeting scheduled
for 6 July 2022 between the CSB and PFC SS.

The PFC SS respects the existing and long established annual pay
adjustment mechanism, and understands that in arriving at the decision, the
CE-in-Council should have fully and thoroughly considered all the relevant



factors under the established mechanism. The civil service pay should be
adjusted from year to year, taking into account the other five factors in
addition to the PTIs. Though the Government claims that there was no
mechanical linkage between the annual civil service pay adjustment and the
annual net PTIs, it is noted that the pay adjustment relied heavily on the net
PTIs over the previous years. The PFC SS is of the view that the
weighting of all six factors should be clearly specified to avoid “moving
the goal post”. Furthermore, overall improvement to the transparency of
the deliberations of the six factors concerned is also required.

Actually, we see there was a positive change in the cost of living
in the past two years, an offer of pay rise of only 2.5% cannot meet the
rising costs of living in these past years. And after a marked deterioration
in the first quarter of 2022 amid the fifth wave of local epidemic, the Hong
Kong economy stablised on entering the second quarter. The economy is
projected to gradually recover in the remainder of 2022. Besides, the
fiscal reserves are expected to stand at $890.3 billion by the end of March
2023 as published in the 2022-23 Budget. Given the stable state of Hong
Kong’s economy and the phenomenally healthy fiscal position of the
Government, we consider it only fair that the living standards of our police
officers should not be eroded by the rising costs of living without adequate
and reasonable compensation in the form of fair pay adjustment.

Lastly, we wish to reiterate again that our police colleagues
deliver essential frontline services within our community, providing
stability for Hong Kong to prosper, and are the agency of “last resort”
during these turbulent and testing times. We believe that a fair and
reasonable pay increase should be offered, following the trends in private
sector pay, to show proper and genuine support to our police colleagues,
particularly as the PFC SS has already taken a very considerate attitude for
the frozen pay adjustment in the past two years. The Government should
recognise and appreciate the dedication and sacrifices that our police
officers have made in terms of the remuneration during the last two years,
and our sacrifices deserve a return with a significant pay rise.



The PFC SS sincerely hopes that the CE-in-Council will consider
our response when coming to a final decision on the 2022-23 Civil Service
Pay Adjustment.

Yours sincerely,

E ﬂéﬂx W/ it
A )
HE - g g / SiE
Percy LEUNG Wilkie NG Tobi LOTHIAN Ray LAM
Chairman Chairman Chairman Chairman
SPA HKPIA OIA JPOA

c.c. Commissioner of Police
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Officers Union
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