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The results of The Employers’ Federation of Hong Kong’s recent annual pay trend survey (covering 126
companies employing almost 160,000 full-time employees) show that:

e 55 companies have reviewed salaries in January and February this year: 77 will do so later in the
year;

e The average pay rise in the first two months of 2007 was 3.14 percent;

e The forecast average rise is 2.9 percent for the remainder of this year.

Analysis

“These results are in line with our expectations,” comments Federation Chairman James Ng. “Within the
average increase of 3.14 percent are some significant variations by industry sector and by company.
Indeed, in our autumn 2006 bulletin, we urged companies to be flexible and to award increases selectively.
This has occurred.”

“The Federation would like to see more companies introducing variable pay - a key element in our strategy
for wealth sharing when companies are successful. We also consider that across-the board increases to all
employees and fixed 13" month bonuses are not sustainable strategies for successful companies in the 21
century.”

“They are potentially damaging to Hong Kong’s competitiveness in the medium term,” Mr Ng continues.

The Federation shares Hong Kong'’s concern over the widening wealth gap — an issue that also affects many
developed and developing communities. “In our view market forces, rather than cumbersome legislation,
best serve Hong Kong’s need for a flexible and fast-responding economy,” comments Mr Ng.

The Federation notes that from September 2002 to September 2006, for example, Hong Kong companies
created almost 100,000 new jobs for Hong Kong workers. And in addition there are over 40,000 vacancies.
This growing employment is a direct result of Hong Kong’s adaptability and the surest way to provide secure
incomes for everyone.

“We believe that anything that raises fixed employment costs must result in fewer jobs for Hong Kong
people,” Mr Ng says.

The future

The economic concerns the Federation foresaw in September 2006 remain equally powerful today:
Slowing growth in the USA

Rising interest rates globally

Higher oil and commaodity prices
High levels of personal debt in many countries.
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Recent turbulence in world stock markets seems to echo these concerns. In 2006 some economists were
suggesting US ‘recession’ towards the end of 2007 and this seems more likely today.

“No-one can say how long the present favourable market will last: it must end some time — and this could be
quite soon,” Mr Ng says.

The Federation therefore holds firmly to its advice to members:

e Review carefully the pay market for all employees and be prepared to pay the market rate — even if
this may mean making substantial salary increases to certain individuals;

e [Forecasts are that average increases for the remainder of 2007 will be around 2.9 percent. But not
everyone will receive an increase. Of those that do some will get more and others less. 2.9
percent is not a benchmark;

e Review performance management and variable pay schemes. Introduce them if they do not
already exist. Make sure they truly reflect individual and company performance;

e Take account of employees’ needs for career and personal development. One percent of payroll
spent on improving training and development in your company will produce significantly more benefit
than the same amount given in a general pay increase;

e Examine payroll costs in total and consider restructuring to maintain or reduce fixed employment
Costs;

e Communicate pay policies and decisions openly and consistently. Above all be flexible in their
application.

The Federation believes strongly that, while responding to market needs, companies must be careful not to
prejudice their future prosperity by unnecessary permanent increases to payroll costs.

~End ~

Media enquiries:
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