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LEGISLATIVE COUNCIL BRIEF

2017-18 CIVIL SERVICE PAY ADJUSTMENT

INTRODUCTION

At the meeting of the Executive Council on 13 June 2017, the Council
ADVISED and the Chief Executive (CE) ORDERED that civil service pay
should be adjusted for 2017-18 in accordance with the pay offers made to
the staff side of the four central consultative councils!, viz. with retrospective
effect from 1 April 2017 -

(@) a pay increase of 1.88% (equals to the net pay trend indicator (PTI)
for the upper salary band plus 0.5%) for civil servants in the upper
salary band and the directorate subject to the proviso that no pay
point in the upper salary band should be less than $67,270;

(b) a pay increase of 2.94% (equals to the net PTI for the middle salary
band plus 0.5%) for civil servants in the middle salary band; and

() a pay increase of 2.94% (equals to the pay increase for the middle
salary band) for civil servants in the lower salary band.

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 6 June
2017, the pay offers set out in paragraph 1 above were made to the staff side
of the four central consultative councils. The staff side’s response to the pay
offers are at Annexes A to D. In gist -

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



()

(b)

()

(d)

(e)

the Hong Kong Chinese Civil Servants’ Association, one of the
constituent associations of the SCSC2 and MOD 1 Council, has
expressed disappointment that the Government is not offering the
3% pay rise they requested for all salary bands. With regard to the
pay offer for the upper salary band, they are disappointed that the
Government is unwilling to maintain the purchasing power of civil
servants in the upper salary band and share with them the fruits
of economic prosperity by offering a pay adjustment (1.88%) lower
than the underlying Consumer Price Index (CPI)(A) in 2016-17
(2.2%). They also consider the rectified pay difference of $205
between the lowest pay point of the upper salary band and the
highest pay point of the middle salary band on the Master Pay
Scale (MPS) not reasonable;

the Hong Kong Senior Government Officers Association (HKSGOA),
another constituent association of the SCSC, has expressed
disappointment at the pay offer of 1.88% for the upper salary
band3 and reiterated that it should be 4.19% as they requested.
They consider that the pay offer has an adverse impact on the
morale of senior civil servants. They also demand for a review of
the annual civil service pay adjustment mechanism for -civil
servants in the upper salary band and the directorate;

the PFC staff side has expressed disappointment at the pay offers.
They maintain their view that the Government should review the
practice of deducting payroll cost of increments (PCIs) and that the
2017-18 civil service pay adjustment should be an increase of
4.72% across-the-board;

the DSCC staff side considers the pay offers which are below their
pay claim (not less than 4.3% across-the-board) not up to their
expectation and has reiterated that the Government should offer a
reasonable pay rise to maintain the purchasing power and boost
the morale of disciplined services staff. Despite that, they
appreciate and welcome the Government not merely adopting the
net PTIs as the pay offers. They accept the pay offers as the final
pay adjustment, albeit reluctantly; and

the MOD 1 Council staff side has expressed appreciation towards
the addition of 0.5% on top of the net PTIs. They accept the pay
offer for the lower salary band* with reluctance. They also hope

The Association of Expatriate Civil Servants of Hong Kong, one of the three constituent
associations of the SCSC, did not make any pay claim.

The HKSGOA did not make any pay claim for the middle and lower salary bands.

The MOD 1 Council staff side did not make any pay claim for the upper and middle
salary bands.



(B)
4.

that the Government will review the arrangement of deducting
PClIs.

The Government’s Views

Our views on the arguments put forward by the staff side are set out

below —

()

(b)

(©)

(d)

(e)

the 2017 Pay Trend Survey (PTS) findings have objectively reflected
the year-on-year pay adjustments of the 111 surveyed companies,
and hence the net PTIs should continue to be taken into account as
one of the factors under the established annual civil service pay
adjustment mechanism (the established mechanism) in considering
the 2017-18 civil service pay adjustment. Indeed, the 2017 PTS was
conducted in full compliance with the established arrangement and
the methodology agreed by the PTS Committee. If the staff side sees
areas for improvement in the PTS methodology, they can raise them
in the PTS Committee in the next round of PTS methodology review;

the CE-in-Council had already taken into account all the relevant
factors under the established mechanism in deciding the pay offers,
including the pay claims of the staff side and civil service morale;

regarding the request that the rates of pay adjustment should be no
less than the underlying CPI(A) in 2016-17 (2.2%), it is neither our
policy nor practice to pitch a pay adjustment at a particular CPI
figure;

the practice of deducting 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 the 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; and

the calculation for the top-up pay rise for MPS 34 (and equivalent) is
modelled on the approach that we adopted to rectify the same
situation in the 2009-10 civil service pay adjustment. In fact, there is
no standardised increment size among different pay scales or within
the same pay scale.



S. Having considered the staff side’s response to the pay offers and after
taking into account all relevant factors under the established mechanism
(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
side and civil service morale), the CE-in-Council has decided that civil
service pay for 2017-18 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 2017-18 civil service pay adjustment are the same as those
set out in the Legislative Council Brief on this subject issued on 6 June 2017.
The decision has no environmental, productivity or sustainability
implications. There is no gender issue.

PUBLICITY

7. The Secretary for the Civil Service has informed the staff side of the
decision on the 2017-18 civil service pay adjustment today (13 June 2017).
A press release will be issued later today, and a spokesperson will be
available to answer media enquiries.

ENQUIRIES

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

Civil Service Bureau
13 June 2017
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Mr. Clement CHEUNG, JP
Secretary for the Civil Service
9/F, West Wing
Central Government Offices
2 Tim Mei Avenue
Tamar, Hong Kong
8 June 2017
Dear Mr CHEUNG,

7-18 Civil Service Pay Adjustment

We refer to your letter of 6 June 2017 on the pay offers made by the
Chief Executive-in-Council (CE-in-Council) to the Staff Side,

On behalf of the Hong Kong Senior Government Officers Association,
we write to express our great disappointment over the proposed pay increase of
1.88% for Senior Civil Servants in the upper salary band and the directorate. The
pay offer for the upper salary band is far below our pay claim made in our letter of
26 May 2017 and is not accepted.

We are deeply frustrated with the lack of sufficient consideration for
the Senior Civil Servants. Apparently, the factors mentioned in our pay claim letter
- of 26 May 2017 have not been thoroughly considered, in particular the CPI(A)
inflation rate of 2.3% in 2016-17, the Government’s healthy fiscal position, the
indiscriminate deduction of the twisted payroll cost and most 1mportantly the
maintenance of the staff morale of the Senior Civil Servants.

The Senior Civil Servants have always been the dedicated and loyal
members of the Government providing unfailing support to the Government in
implementation of government policies. They have to work under mounting public
demands, severe staff resources constraints, extremely politically sensitive
environment, increasing challenges and eriticisms from the public and ‘escalating
Job-related stresses while the provision of manpower resources have not been
correspondingly increased. This already has an adverse impact on the morale of
the Senior Civil Servants. With Government’s healthy financial position this year,
we anticipate that the Government would consider upholding of the morale of civil



servants as a vital factor in making the pay offer this year. It is therefore
disappointing and disheartening when the Senior Civil Servants are made to feel that
the government does not attach due weight to their morale. We are worried that the
government will have difficulties in retaining expertise, experience and talent as

more Senior Civil Servants may decide to resign or retire earlier. This will not only
affect the quality of service provided by the government but also has adverse
implications to the succession planning as joining civil service will no longer be
attractive for talents, not to mention to retaining them for higher responsibilities.

There remains a long overdue of reviewing the existing deficiencies in
the mechanism of the annual pay adjustment for civil servants. The mechanism has
not been reviewed since 1988 whilst the private market has indeed changed over the
last some 30 years. For instances, some companies might replace basic salary and/or
additional payment by allowance, profit related award scheme or other forms of
rewards in the remuneration package. The implications to the upper salary band are
most significant. Furthermore, the calculation of the net PTI has been significantly
twisted by the retirement boom in the civil service in recent years. In light of the
above, we urge the Administration to set up a Task Force to carry out a specific study
to look into the civil service annual pay adjustment mechanism for the Senior Civil
Servants (including the directorate). This is to ensure that the annual pay
adjustment is regarded as fair by the Senior Civil Servants.

We would like to reiterate our earlier pay claim that the civil service
pay adjustment for the upper salary band for 2017/18 should be 4.19%. We
earnestly hope that the CE-in-Council can, in consideration of our response,
re-consider its pay offer decision and make an improved offer to uphold the morale
of the Senior Civil Servants and the stability of the Civil Services

Yours sincerely,

(Wong Hung-lok),
for Hong Kong Senior
Government Officers AssOciation
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The Hon. CHEUNG Wan-ching, Clement, JP
Secretary for the Civil-Service, '

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

Dear Mr. CHEUNG,

- 2017-18 Civil Service Pay Adjustment

This letter sets out the Police Force Councﬂ Staff Slde (PF C SS) response to
the pay offer made to us in your letter dated 6™ June 2017.

It is very disappointing to learn that the Government has once again failed to
address the PFC SS’ pay claim. The purchasing power of police officers’ salaries
will again be eroded if the Government.insists on moving forward with its unfair pay
offer. Our stance remains the same, that is; for an across-the-board increase of
4.72%. The PFC SS has nothing further to add except to inform you that our
members remain extremely disappointed.

We are of the view that pay factors other than the Pay Trend Indicators (PTIs)
(including 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, and civil service
morale) are essential considerations that the Government must take into account when
deliberating on the annual civil service pay adjustment. Furthermore, we reiterate
that we believe there should be a comprehensive review of the pay mechanism with all
pay factors included in a discussion between the Government and the Staff Side. .

HONG KONG
SUPERINTENDENTS’ POLICE INSPECTORS’ OVERSEAS INSPECTORS’ JUNIOR POLICE OFFICERS’
ASSOCIATION ) ASSOCIATION ASSOCIATION ~ ASSOCIATION

il EREGEEDS VBRGS0 - EREEG Y



. What we find very disappointing again this year,.is that the payroll cost of
increments has been deducted. Increments are awards earned through the hard work
of our officers, and the cost of such; should not then be taken away from them through
this unfair practice. We have complained about this for many, many years and yet
our call for the cessation of this deduction, just appears to fall on deaf ears.

In this, the 20™ Annivérsary of the Hong Kong Special Administration
Region, we sincerely hope that the CE-in-Council will consider our above response
when coming to a final decision on the 2017-18 Civil Service Pay Adjustment.

Yours sincerely,

Yy N - =
Patrick KWOK Jimes LEE Ronoald ABBOTT Joe CHAN
Chairman Chairman Chairman - Chairman

SPA HKPIA OIA JPOA

c.c. Commissioner of Police
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