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Fresh thinking

In its quarterly bulletin to members, the Employers Federation of Hong Kong sets a new tone
for the debate over employee rewards in Hong Kong.

“Unlike previous years, when we have all tended to concentrate solely on the level of pay
increases in Hong Kong, our stance this year lays more emphasis on the many other
aspects of employment”, Chairman James Ng says.

The Federation has clear evidence from a number of recent studies — which was verified by
its members — that pay is only one of the factors that affect recruitment and retention. “Of
course this has always been the case to some extent,” continues Mr Ng. “But we now see
that among white collar and managerial employees pay is quite low on the list of priorities.”

Selective pay increases

When looking at the employment market, the Federation notes that there is high demand for
some professions, accounting for example, while the market in others like construction and
engineering is slacker. “This means that over the next few months, some individuals will
receive larger pay increases than others,” suggests Mr Ng. “We are urging our members to
collect as much market data as possible and make selective pay increases only where
necessary.” Though averages are misleading in these circumstances, the Federation
considers that pay increases during the coming year should generally be less than 2.5%.

Caution over the economy

The Federation expresses some concern about economic prospects in 2007, with
economists almost universally forecasting significant slowing down in growth, especially in
the USA, Hong Kong’s primary indicator. This means that companies should take great
care not to increase fixed costs: flexibility is crucial.

The Federation points out that paying attention to the ‘soft’ side of employment such as
career development, communications and employee relations will improve short and long
term ability to attract and retain key employees far more than fixed pay increases.

“Of course we want all employees to share in the benefits of success and higher profits,” Mr
Ng insists. “The way to do this is through cash bonuses that most employees prefer.”
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Reducing poverty

The Federation is also concerned about wider social issues. “As a responsible body, we
must also be aware of those less fortunate at the lower end of employment, the unskilled,
recent immigrants and those for whom few opportunities exist to earn a decent living,” Mr Ng
cautions. “The gap between this group and the rest of society is growing. Both for
humanitarian and for practical reasons the Federation believes Hong Kong must tackle this
problem seriously. Although employers can and should contribute to this effort, it is beyond
their scope — whether individually or as a group — to undertake this task alone. We must
encourage our Government to devise appropriate strategies to enable every citizen to
participate in the rewards of living in our dynamic and modern world city.”

Three messages
In summary, the Federation has three principal messages for employers:

e Make selective pay increases where the market demands them but keep the
increase to fixed costs to a minimum;

e Reward good company and personal performance through one-off cash bonuses;

e Pay attention to employee development, internal communications and particularly
leadership to attract and retain good employees.

“We have all enjoyed the recent economic success story,” says Mr Ng. “We must reflect
this in our rewards to employees without prejudicing our future prosperity when the market
recedes. More than this, hard-working Hong Kong people are looking at more than just
their pay packets when it comes to deciding to join or leave an employer.”

~ End ~

Media Enquiries:
Mr Louis Pong, Executive Director, Employers’ Federation of Hong Kong Tel.: 2528 0033
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