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2007 Civil Service Pay Trend Survey

The Pay Trend Survey results recently announced by the Government are causing grave concern in the
business community. Using publicly available papers, the Employers’ Federation of Hong Kong has
analysed the methodology and concludes that its flaws are both serious and inflationary.

“We have long supported the need for a well paid Civil Service,” says Federation Chairman James Ng, “but
recent signals from Government indicate that we are in grave danger of returning to the days of Government
led wage inflation.”

Pay levels — Government and Private Sector

The Federation finds it hard to accept the conclusions of the Pay Level survey announced a few weeks ago.
This survey concluded that Civil Service pay is within five per cent of that in the Private Sector. The survey
conducted by the Hong Kong General Chamber of Commerce, for example, only four years ago showed
average Civil Service salaries were 45% higher than those in the Private Sector.

In the second study announced within the last two weeks, Civil Service starting salaries are to be raised -
substantially in some cases. “We see little evidence of the need for starting salaries in the Civil Service to
be increased at all, let alone by the amounts suggested,” continues Mr Ng.

Pay movements in 2006/7

While the two previous surveys are alarming, the most immediate concern of the Employers’ Federation is
the astonishing conclusion of the Pay Trend Survey Unit — the third Government pay survey - that Private
Sector pay has risen in the last year by between 4.28% and 5.59%. The Federation points out that these
figures widely differ from all surveys the Private Sector has recently undertaken using widely different
methodologies and participants.

“These show conclusively that private sector pay has risen by slightly over 3%. The results are remarkably
consistent,” explains Mr Ng. “The Pay Trend Survey figures are even contradicted by the Government’s
own statistics that show real wages rising by less than 2% in its official statistics,” he continues.

Serious flaws
There are a number of contributory reasons why the results are wrong, the Federation has determined:

e By treating the employment market as a whole, the survey ignores the fact that pay for different
sectors has moved by widely differing amounts and at different times. There is high demand for
staff in the financial services sector, for example, leading to larger pay increases while other sectors
have seen little or no pay movement;

e There are statistical flaws in the way in which increases for large and small companies are treated;
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Discretionary bonuses wrongly nominated as pay rises

The most significant flaw however, and the one that potentially causes the greatest inflationary effect, is to
include one-off bonuses and variable pay as part of general pay increases.

“We simply cannot understand the logic for this,” Brian Renwick Federation Vice-Chairman and leader of its
pay research efforts, says. “These bonuses reflect good performance by companies and individuals but
they are discretionary. They too vary widely by company, by industry and by individuals. In a year of
poor performance they will be reduced, or will not be paid at all. To add them to permanent pay in the Civil
Service artificially raises base salaries — and these will flow back into the Private Sector as it struggles to
catch up yet again with Civil Service pay levels.”

The Federation finds it deeply disappointing that little has been learned from Hong Kong's recent and deep
economic depression. “We grossly over paid and over priced ourselves,” maintains Mr Ng. “As a result we
suffered greatly through losing our competitiveness. It is beyond belief that, in three separate and different
ways - the Government now appears to be restarting this inflationary cycle.”

The Federation sincerely urges Government and the Legislature to exercise prudent judgement in deciding
the effective Civil Service pay increase. “To take these figures at face value and increase Civil Service pay
by these amounts would be nothing short of a catastrophe for everyone in Hong Kong,” Mr Ng concludes.
“We would be yet again ensuring that, before long, businesses will be shedding staff and reducing pay to
regain our hard won global competitiveness.”

~ Ends ~

Media Enquiries:
Mr Brian Renwick, Vice Chairman of the Employers’ Federation of Hong Kong  Tel: 2528 0033
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