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Joint Secretariat-Civil Service Pay Policy & System.

Attention Task Force.

Room 701 7th. Floor

Tower Two

Lippo Centre,89 Queensway H.K.

Dear Sirs,

Public Consultation

I attach two copies of my Response to the above
public consultation.

In general terms, I believe that the average member
of the community would have difficulty making a cogent
response,due to the focus on "systems" and insufficient
information on salaries and benefits for comparison
purposes.

_ "Pay systems" overseas have emerged from the
implementation of Programmes of Reform of their civil
service.They are an end product,and not a starting point.
o be realistic,therefore,it has been necessary
to include some basic research information into the
Reasponse,and identify some fundamental issues facing
the community in terms of modernising the government
bureaucracy.




Civil Service Pay and Policy
Reaponse to Pubiic Consultation

in the early colonial ers an axiificially high plasform of pay and
perks was created in Hong Kong s clivil service to atiract expats
politically loyal to Britain. In the 1970 & political correctness
demanded that this sificially bigh platform be alse mpplied
“gcross the board” to local staff. No other colony or protectorats

applied this policy for its own citizens after cessation of colony

status, and Hong Kang ix now paying an excessive price for Hs
history, aggravated by other events, including the use of aa
urreliable formuia for salaryreviews, . . . see annex 1.

Massive growth in pumbers of civil servants together with the
artificlally high platform of “pay and perks” have created an
unsustainable financis! burden on the cammunity, not o teation
deep resentments within the community, The Hidden” costs of
fisturs pensions to retired civil servants will create a financial time-
bomb for frture generations of tax payers.  see annex €.

Public awareness svas alerted in mid-2001 when govemment
officlals advocated new forms of taxation, at a time when civil
servants wers awardsed a salary incresse {uptc 5%) and when the
privats sector was suffering job losses and pay cuts. The tesultant
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sublic outery browght io the surfice deep reseniments On i
axcessive salaries and perks of the civil servanis; and lack of
‘agcountasilizy.

4, Hong Kong now hes  massive costly buresuceady. I the pericd
1590 1o 2000, sample deperiments] apalysis suggests dumbers of
s1aff have increazad in 2 zangs of 22% to 183%, and salariss were
increased by 100% aavoss tha boatd”, see annex 3.

4 By comparson, the 1990% was s decade when oversess
governments, acting under poliical end fimancial mandates,
achisvad substantial reduction in the size and cost of their sivil
service (for example UX and Canada each downsized 40% overs
19 years period). also annex 3

6. By comparison with civil secvanta in oversess government, Hong
Kong s civil service, (especially st directorate grades, and higher
saaster pay scale)enjoy excedsive salariss end peris. . Government
officinls are mwilling to admit this ., More ttansparency on the
amounts of salarias and benefits should have been provided in the
pullio consultation documents, ' see annex 4.

Hong Kong 3 Bueeausiacy

Hong Xong is it a time warp. Its cumbersome procedure-driven
WwemmmBﬁmem

Sincs them, ovesseas govermmeres, ingluding Britain, have modsenized,
mmg”romaofﬂafcm&dnm“ owscurce, sod impose strict
Snanaial controls and business mamagemens principles, Market testing and
regular e&lciansy prograsms are toe norm, The majerity of Hong Kong otvil
servasts {other San tha vary 15p) Bave no swareness of the serious effects of
the ecomcmic dowuturn nor any sense of wgemcy for bringing about &
chmga of cuitvrs and pre-active adminisration.
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In wms o " 1 i nccawv wirevest (o the mogr

| fmda.mnm pnm.pls ei gﬂvmw - that- the pmpou o::'
. eamyloying soverumes sad i to l:hewmz -"‘mdpmdud’ is, & apacific
=4 hawmm,m%mmﬂmmmmm
thmmofmym%ﬁemihmuwuy
wnnta::i.’“.am&amﬁngmdwuhudm

Hong Kcag bas lom sight of thip ﬂmdmmllm&h.

Tae existing Ilntemal processes for mpwying, mtzining, mmom
pm;mmmmsmmwmm Y rights of
sepiority” and imer-department transfers 4t adininistrative and executive
grades is now &0 complex ang time-oonsuming, thet they have taiken on g
Life-formm of their own; de facto, they bave become o %nd product” Insgead
of & component i the produstion line of an “=nd produet”,

_W’M_-Wwbu‘spmmmMlﬂ'ﬂi::thsnoa'm“wthepubﬂc.

mﬁMﬂwﬁWhﬁmm&ma!ﬁeMWBmw&h
responsible for mﬂpomm,mﬁ‘mgﬂmtmdnuadhm e
Bureay imell has soce 300 staff, predominandly sdmindstestive and
mm MMWMMWWMM Inthe
pericd 1980 e 2000, ﬁeﬁmmmmdds‘?% In'chsywmutegs
§219,600,000 10 rua (aot imcluding the Civil Swrvide Training: Institite
witich smploys sucthar 5¢ smaif), mmmammm
identifighle public service direct o the conwmmity. It simply handies
internal staf¥ing issuss and yet in year 2000, it wes 3x’ bigger than the
Planndng sad Lands Bursau, 5 times bigger than e Transpert Bureau asd
1.3 tienes bigger than tae Works Burssu. -

This type of centaiized snd costly bureattiracy hes been phased out of
oSN goverament

* * * * =




hsre has been: little or no attempt to

i1 servace,.nspite of world-wi;e
trends tcwarés downsizing,The Civil Service Bureau should accept
a% least some of the responsitility for this squandaring of puybliz
finance. '

Similariy,lt {s not dnreasonable to suggest that the Standing
Commissicn on (ivil Service Saiaries has paid too little attention
to its obligation te safeguard tne wider financial and economic
interest of tha community.The Commission has misguidedly placed
its faith in a bureaucratic formula which uses tenuous criteria,
which has received Intense pudblic criticism in i1ts failure to
make adequate adjustmennts for langer working hours,lack of job
security and other disadvantages of private sector employment.In
deing so,especially in perlods of economic dowturn,the Commission
has allowad an upward szlaries spiral to occur,placing an additicnal
financial burden on the public purse.The work of the Commission

should be more tranparent to tha public,who after all pay the

sgalaries of the Commission. see annex 1

‘Fpotnote.

‘mmmﬁmmmm;ﬁd m mmmm
lﬁnnndgubﬂntutadamyhuuaanawmmdudhiuu&nhjbbﬁaatzqunnﬂwu1:
1hnpubﬁ=(;cwtuﬁ&:miﬂmumhu=ﬂﬂﬂ=!aﬂhn-ut0 Iahthl 4vory towe:”
mwmnmynwamemwﬂh
nwmwmmmmmummu
Refben sheuld be foused. (Disciplined Services ars not included in this
regpanse paper):
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Annex 1

ARTIFICTIALLY HIGH 9Lh.*0H“_

)

i)

V)

: Prmthe ﬂ.&e..ns aca*w,ﬂzm&aq:mm&mﬁﬁm byﬂ.ty

" salavies mdpwﬁdudwiﬁﬂmdnsm clﬁl&m’: sverseas

scucaticn, medios] mmmam@mmmm
passiog. mhmm“ﬁﬁmwmﬂwmdwh
:"arm Louﬂwdummmmﬂnmw
Ey!ht 19704, W%Mmdw: alkills
avulsbh.m!zy mmcmummmwmu
paid the same s sxpats, Substants! upgrading of pay and petks
followad "meross tha hosed”, 20 that the whale of the civil sarvice
was upgaded © this srtilicially high platform of pay md perks;
this ioeviably inssesser ths costa of public services to the
COTMBURILY,

Subtsecuertly, (1950) govanment declded to gut rid of iy housing
obligation 1o aivil sarvarts by offering a cesh allownace for sotne-
prchese. The intention was 1o reduce the anormous publiz sost of
housing staff. Naverthelass. the cagh allownnees ace now s added
perk of 315,000 to §30,000 (guesstimate) in cush paid momtily for
% perind of 10 yasrs (50% of this iy accountable to be paid ageina
a mentgage). By this mesns, stall were pazsunded o move aut
gu*mnm!nt'qmw. bin banefiied fom the addivional moathly
cash allewnnee.

The acdficislly high platform of pay and perks hus, for many yewss,

_m_aml & tiv-ldd-u by ststutory bodiss, wmivenity
: memmhammxﬂnmyaf

whlch hsw mﬂiyw.ﬁtadmﬁdimb' from tha oivil sarvice;
mm&mwmmn%smwcth&sm of the
communtty

dehhlypﬁma smwnpnﬂuammcmtaby oﬁcinsa _.
oampettive pay psd:age ;a:cimﬂw for their key posts &t
mansgerial levels, thus furher perpetuating the ¢ arvfioially
platform ¥ scenario ﬂ-.nusb niot aecessarily for lower grade staf¥,
Ih:upwd 'sihmbmmamudbynbmmme
mechaniem known as the “pay wend wurvey” ded the apmlioation
Of vre-desarmized oriteria. Even in ecomomic downtumms, civil
sarvics salaries neve never followed privals sectr zalarias down
pvare & pand of 30 oo <.
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UPWARD SPIRAL =~

The Standing Coremission cn Civil Service Salaries and Condlsions of Service 115
appointed by the Chisf Executive. The salaries are paid out of public imds and it
coats the community seme 312 million per yeas.

The Comumission is tequired (o advise e Chief Execttive on a range of matters

relating to “pay and perks” including

) whethar m:ﬂ*m of pay scales sould continme 30 be based on the
“Pay ‘rend survey”,

.d)  the methodology for such murvey,

-~
. &

Under Clmuse (3) the Commission shall give due weight to any wider sommunity
ingerests, including fnancial and sconomic considerations”,

Itiupafmﬂymsﬂhaatethmmmnthzﬁmemnulmyrzﬁm,fmm
CmmhﬁmNmnﬁ&r&aihthcmdm@mnﬁ?ﬁnmﬂMmm,aww
ia desirable during an ecomamic downtumn, motwithstanding that the techrical
results of the pay trend survey may suggest otherwise [the pay revisw formuls is a
tanuous mechaniam at best},

Not cnly would this be a legitimars decision for the Commission to maks, the
Terms of Refersnce suggest thet fais  “balancing ratdonal” is mandatory ynder
Clause (3).

Ay sxperisnced professionel - in any discipline - knows thes & formula,
methodaiogy or machanism which relies on the application of variaties ana
«{iRrables Is capable of produsing sctersive vemimticns and different
conciusions. |
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The reporticf the Commission have never besn evailatie for public senutiny, but
over a period of 20 to 30 years, thers has never been & pay out for civii servants

inapits of several serious esonomic downtusms, Thers is overy indication therefors,

thet the Commission paid for out of commurdty funds has 207 faixly represenied the

wider {xterests of the community and has adoptad too nerzow an application of its
powerS. Announcements by semiar government officials (Chief Secretary and
Secretary of Civil Service) have openly srated that the pay wrend survey alone mus:
be f basis for salary adfustment and that “economic downfurms a budget deficits
are nct & resson for government pay cuts”. These statemants are ¢learly conttary 10
the tarms of referstice of the Commission and raise conaiderable doubts on the

alieged independence of the Comumission (which is nnhk.e!y to “rock the bom”
when faced with sueh  dictatay),

More transparency is sussly required on the worlk of the Commission.

Upward spiral.

In times of economic downturn privats sector pay cuts and job losses coour, If at
such time the Commission allows gevarnment salaries to remain static, or decides
o mwazds & increase, an immediats salsry gan is creatad or widened, Later, with
econemie recovery, the private sector salaries fry to catch up, These Increases are
then used 10 justify further government incresses. An upward spiral is oreated
follewing sach economie downtum. [ is 8 win-win situstion for ¢ivil servants.
Government give assuranse that their salaries “.fo //ewi{ In rsa!ﬂ.‘%ﬂzey pever
foliowed the private sector down. They only foliow the private seetor up, And
historically gavernment has always driven salaties upwards fixst by retaining the
artificial platform of pay and perks, and thereafiar by subsequent events. No other
olany, t.rritcu} or profectorate has used the artifieial plasiorm (axpat) perks a3 an
azrosSthe board emp;cvmmt basis for its citizens after cessation of colony status.
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FUTURE TIME--BOMB from nenszsions.

. Furare generatione of taxpayers will face & financial timeshomb,

The pension of a civil servant is based on 60% of his highest annual salary
after 30 years service (33% for recruity after 1997) so that an employze
sould revive at age 55 years and fave a life axpectancy of say a firther 25
years., Thus just one D4 directorate grade staff (Administrative Officer B
and equivalent level) could receive & pension of $80,0¢0 per month, which
would cogt the community §1,080,000 per year after retirement for 25 vears
(say $27 million), There are 1,400(7) directorate grade staff. The total
pensionebie staff on other grades is not known, but the majority are carser
civil servants. The fumme fnancial commitments are enormous, and ase o
bmdminp&rpemity,unlmpmalomble_mmphmdmdm
govemment systan,

An mpproximate indicetion of the commmmity’s escalating Snencial
commitments on pensions paid to existing retired personnel i3 shown in
Table B. Thess figures may substantially increase when existing staff o
updated salaries begin to retire,

The financial Autire of Hong Kona“et tisk. Contrary to upbeat comments
made by Senior government officials from time to time, it is very doubtfial
whather Hong Kong will ever reagh its former glory-days.

A Programme of Reform to cui down the size and sost of the bureaucracy is

necessary.
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In overseas countries, 3 pension squivalent to HKS_ZC‘,OC‘O | ﬁ.m. ‘would be |
considered gemersus, and overseas governments have already downsized and
drastically recuced the number of carser civil servants,

Teble B below ilivstrates the sscalating financial commitment from pensions.

Tabie B |

Escalating anpual pension coats

Yaar HKS Yaax X

1 1,044,000,000 1396 7,466,000,000
1991 2,344,000,000 1597 8,703,000,000
1992 3,353,000,000 1598 9,230,000,000
1993 4,413,000,000 1999 7,348,000,000
1994 £,812,000,000 2006 §,226,000,000
1985 6,240,000,000 2001 9,381,000,000

Other “hidden” cosw arlsing from staff bemefiis inmclude verious homs
purchase and housing allowsances, paid passeges and sducation etc estimared
i cost the community $1.5 billicn p.a.

The continually inereasing salary levels also have | serlous long tarm effects
since the resuitant pensions are calculated on the ighest annusl salary .




_ iheay
S17E GF CE Sfnex
A ;

CIVIL S RY:

3'

WM&”Wmm@mﬂ Q) ruises the guasdon of

w«mmmaﬂmﬁwm}rmmhﬁnmdmmgf “ pay
sdjnsmians ¥ wd ‘Day syswes”.

Tn reality, however, shers axo twe saffing factors whish lmposs & huge com
burden ot the community - mamely “munbed of civilagrvana® ¢ ‘Gay
and s o sixil smeants

On fhe sabjess of sumbacs ol shril saciants, &t io quite alarning that, a2 the
s when overssay governments Wie condentrRting on downdizing, Hotg
Kong has allowsd massive incraasos in the alze of its clvil servics, Table A
velow ustrates tha stpansion pattarn during the period 1950 to 2000, based
on sammple depariants! statistiss - & rangs of 239 o L63% Increaps.

30 (37.3%)
{1984
100 (8

| wmww%w;emsw m%'mmmw
mmzmmmmmmm i Se-slze of thelr civil

Suck dawmmmkvmwmmmﬂt afpaliﬁuus im;mga
WatW%mbquaowﬁuhmh
surmmariead sdi-

§ the need 0 coaol Wudger and reduss e soet of puslic sarvices
by dowasizing, outsoyrsing and rearnicet testing ansd
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~the need to ‘sipice post perfbiriance, and Sdepeddiiver
mmmmawhamwmaemmgm
a2d  peg-actve wfa'mm m;m espudw & ey
eazagazaeat lsvels,

Qwrm refm:m pmg;mme:s" | | hzve inck;dsd & omd.ng
famtures o order to reotlfy such simadam.-

&

wnrkﬁ:umm

depmozwywishammamm ng}:mmvidupuﬁouh:
public services, the department must competitively tander ad inalude
in its vid all stafling and overhend costs necessary o provide the
partioular yublic service, Market testing is considered sssential,

wm this established amzmmhxhzy fm c-osﬁng md
implementatior at 2l lovels and particuiacly at sexdor grades, Regular
efficiency programmes are raquired, reviewing the spacific public
service provided and the cost thersor,

g 3 L spanified perind -th:smort*m‘nrgm!maanda N
meafurgemy masa*‘m&lpdnifmcu.mmlchma.md‘wh:ga
to 4 halt the habit of "tresping bureaucracy end expansion”

Incorporating suck moderm rrinciples of good government into Programme
of Reform is essential if the Aveory tower” culture - is 10 bs modemized,
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Trhe Public Consuitstion document draws atention to the analytical sudy by
P wlCorsuiterts, end sunmarizes in table form the varlous “pay palicies,
structurss and systems” veed in Auswealia, Canada, New Zsaland, Singapore

ané UK. However, wht the exception of Canads, there s no information
provided on comparable civil service salaries betwaen Han; Kong and the
refersed countries,

The Canadlan experience is nelpful; it shows tha thave has o be a political
will to outsource, cownsize and impoge striet fnancial end budget
sonsuaints as pmt of & programme of reform; following which, changes in
pay policles and pay structures will gradually smerge even in the most
diffienlt cirentrstances (Canadn hed to endure a 7- yaar pay feeze for its
eivil service during the sarly 1990 %),

The Cansélan average for civil servanty base pay is C345,000 per year
{equating to FKS18,750 per month), In UK. 2 2001 purvey of professionsl
mmmmmmwmmmmmnﬂm
Govermnment ecamed the squivalent of HK$25,000 per mooth with o

contributory pension schene, IntncAmalimgovmmi,ﬂnymtha
equivalent of HK$23,000 pet montL

By comparigon, the Hong Kong civil servants ars millionaires. A senior
surveyer and other serdor prefessionals esn HKSS83,000 per month plus
other expensive perks. “Chief level” professionals earn $100,000 per month
and “Covernmen: level” professionals eam HK$122,000 p.a. in line with
Administrative Officer Grade B, Admninismadve and Executive officers are
genarally in line with professional seff)do noi have to contribute to the
pension scheme (unlike MPFA). In the period 139C to 2000 civil service
salaries were incrszsed by 100%  “asrossthe board”. The 1990 -2000 pay
scales are shown in Table 2.

annex 4,
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Tabis 2 - Divectorate Gradas

1 April 1950 1= April 2000
DI 10EADD. &S0

DS S0 304,906
DS - 90,700 183,080
D& * . RLASD 162,850
BE 7LI% . 14130
Dd 7285074850 145,180-149,500
D3 65,950-57,900 127,500-135,580
D2 35,100-58,300  116,850.123,850
DI 4540049,250 98.290-104,250
Exzacs fooxn Mastar Py Scale (49 gradas in total)
Sample 1 Aprl 1890 1" April 2000
Soada PR =) .. VSR » - <. { I
49 44,308 83,118
) 34,498 68,310
33 25,350 50,150
ot | 18,400 16,940
31 13,150 24,805
14 9,450 19,055
g 6,670 13,428

4,388 8,125

% 'ocreese

99.66%

98.69%
25.80% -

BT
- 59.63%
C171%

111.6™

% Incoease

1990-2000

§7.99%
98.03%
57.58%

100,76%
100.78%
101.22%
101.27%
39.61%

5% 2001

213,000
- :'1991 1 w
104,340

170,750 -

. 152,400 upwards
134,300
172450 sowerds

upwards
103,130 upwards

2001

92,510 (4.98%)

8,320 (3.4%)

Such massive increases in salary togethar with the substantis] incresses in
Teuzsbers of civil servants impoac a hugs Snancial burden on the taxpayer, and

in answer to QS of the comsubtancy, & is more than obvious thar
“affordability ” must Be & dominent factor in establishing the size of the civil

service, aud the salary structure of the oivil service. .

Hong Xang nas lost sight of this fundamental prinelpie. The size of the

bureaucracy has expanded ouf of control

Historically, there has been

weaknegs and lack of political will when dealing with waif probiems such 25
cutsourcing. Civil servants are not able to maks financlal or commercial
steffing decision whish may ‘“Lpset” ather civil servants cr their Unions,
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