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3 July 2009

Ms. Joanne MAK

Clerk to the Panel on Public Service
L egislative Council Building

8 Jackson Road

Centrd

Hong Kong

Dear Ms. Mak,

Panel on Public Service
Special Meeting on 7 July 2009

Thank you for your letter dated 29 June 2009 to the Secretary
for the Civil Service who has asked me to reply on her behalf.

In respect of the information requested under paragraph 2(a)
and (b) of your letter, | attach a copy of the Survey Methodology of the Pay
Trend Survey, which has been agreed and endorsed by all members of the
tripartite Pay Trend Survey Committee comprising representatives from the
relevant advisory bodies on civil service salaries and conditions of service,
the Administration and staff sides of the four central consultative councils.

In respect of the information requested under paragraph 2(c)
and (d) of your letter, i.e. concerning the inclusion of two companies code
named L057 and LO80 in the survey field of the 2009 pay trend survey, and
the concerns raised by the Police Force Council staff side in Annex A to its



letter dated 11 June 2009 to the Secretary for the Civil Service, we note that
the Controller of the Pay Survey and Research Unit has already responded to
these questions vide her two letters to the Police Force Council staff side
dated 29 May 2009 and 4 June 2009 respectively. We also note that these
two letters are attached as Appendices B1 and B2 to the letter dated 3 July
2009 from the Chairman, Pay Trend Survey Committee to you.

The following officers from the Civil Service Bureau will
attend the special panel meeting scheduled for 7 July 2009 —

@ Miss Denise Yue, Secretary for the Civil Service;

(b) Mr. Andrew HY Wong, Permanent Secretary for the Civil
Service; and

(©) Mr. Brian Lo, Deputy Secretary for the Civil Service (2).

Thank you for your attention.

Yours sincerely,

(George Tsoi)
for Secretary for the Civil Service

c.c. Charman, Panel on Public Service (Attn: the Hon. LEE Cheuk-yan)
Chairman, Pay Trend Survey Committee (Attn: Ms. Virginia CHOI)
Secretary General, JSSCS (Attn: Ms. Michelle LI)

I nternal
PEO(M)



Survey Methodology of the Pay Trend Survey
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The Pay Trend Survey (PTS) is
carried out to ascertain the average
year-on-year movements in private sector pay.
Fringe benefits, whether made in cash or in
kind, do not fall within the ambit of the survey.

Survey Period

2. The survey covers the period from 2™
April of the previous year to 1% April of the
current year.

Survey Field
Distribution of companiesin the survey field

3. In selecting companies for the survey
field—

@ The distribution of companies by
major economic sectors in the survey
field should reflect closely the overall
distribution of Hong Kong's
economically active population.

(b) Around 25% of the PTS survey field
should be taken up by smaller
companies (i.e. those with employee
number from 50 to 99) and around
75% by larger companies (i.e. those
employing 100 staff and more). This
apportionment is based on the
distribution of the private sector



labour force by these two types of
company sSize as a  September
2006M",
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3£ By 2E &Y Guidelines for selection

4 B E E L AR R 4, The ultimate objective is to identify
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field should —
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B fid I RE B Pk (%)
50 = 99 * 247,364 * 2457
100 = 499 * 317,689 * 31.55
500 = 999 * 111,344 * 11.06
1,000 * F5 1) = 330,460 * 32.82
A 1,006,857 * 100

Note

According to the statistics from the Census & Statistics Department, the distribution of employees by company size (excluding

those employing less than 50 staff) in the private sector as at September 2006 was as follows —

Company Size Total Number of Employees Per centage(%)
50-99 247,364 24.57
100-499 317,689 3155
500-999 111,344 11.06
1,000 or above 330,460 32.82
Total 1,006,857 100
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(b)

(i)

(i1)

(iii)

(iv)

(i1)

(iii)

be regarded as typica employers in
their respective fields;

be generdly known as steady and
good employers conducting wage and
salary administration on a rational and
systematic basis;

determine pay on the basis of factors
and considerations applying to Hong
Kong, rather than factors applying
outside Hong Kong;

if they form pat of a group or
consortium in Hong Kong, only be
treated as separate companies where
they have complete autonomy in
setting and adjusting pay rates; and

not use the government pay
adjustment as the main factor in
determining pay adjustments.

Only those smaller companies (with
50 to 99 employees) that meet the
following guidelines should be
selected —

they have been operating in Hong
Kong for a minimum period of around
fiveyears;

their employment size has not changed
by more than 50% as compared with
the previous year. The focus will be
put on downward change, such that
smaller companies whose employment
size has reduced by more than 50%
will be excluded from the PTS survey
field. Smaller companies whose
employment size has increased by
more than 50% may, if considered
appropriate, be included in the PTS
survey field; and

they have not been convicted of any
charges under labour-related
legislation and should preferably have
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3 Salary Bands
5. W™= @#He i+ ﬁju WA fi 5. Three salary bands are used for data
B BCAER BT E PN S AR ﬁ : consolidation and calculation of gross pay
trend indicators (PTI). They are—
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Lower salary band Below Master Pay Scale (MPS) Point 10 or equivalent
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Middle salary band M PS Points 10 to 33 or equivalent
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Upper salary band 7 Il = F R
Above MPS Point 33 to General Disciplined Services (Officer) Pay Scale
(GDS(O)) Point 38 or equivalent

6. E ﬁ[ R P (R 6. For collection of survey information,
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Middle salary band
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Middle salary band (1) MPS Points 10 to 23 or equivalent
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Middle salary band (11) Above MPS Point 23 to Point 33 or equivalent
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Upper salary band
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Upper salary band (1) Above MPS Point 33 to Point 44 or equivalent
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Upper salary band (11) 7 Il S R

Above MPS Point 44 to GDS(O) Point 38 or equivalent
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Employees Covered

7. The survey covers all employeesin the
participating companies with the exception of —

@ employees whose basic salaries are
above the dollar term of GDS(O)
Point 38 or equivalent;

(b craft and technician apprentices;

(©) part-time employees who are certified

by the surveyed company to work less
than 75% of the norma weekly
working hoursin that company;

(d) employees remunerated at piece-rates;
(e all imported labour; and
H employees whose pay is determined

on the basis of factors and
considerations other than those
applying to Hong Kong.

Components of Pay Adjustment

8. Salary adjustments awarded to
employees on account of the following factors
are included in the calculation of the PTI —

(a cost of living;

(b general prosperity and company
performance;

(©) general changesin market rates; and

(d) inscale increment and merit.

9. Changes in payments additional to

basic salary such as year-end bonuses are also
included.
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10.

Salary adjustments attributed to

external and internal relativities are identified and
reported for reference. They are excluded from

the caculation of the PTI.

(Note: Adjustments

due to external relativities refer to those given to
a specific group of employees in a company as a
result of salaries paid by other companies for a
similar job.)

Calculation Criteria

11.

The following criteria will be used for

the calculation of the PTI —

(@

(i)

(i)

(iii)

All  companies participating in the
survey are included in the calculations
provided that —

they can furnish and confirm data on
adjustments of salary and additional
payments for not less than 75% of their
total employees by a specified date;

where appropriate, they can furnish,
either separately or in an aggregate
form, data on adjustments relevant to
the calculation of the PTI,
I.e. adjustments attributed to
cost-of-living changes, general
prosperity and company performance,
general changes in market rates,
inscale increment and merit;

their economic activities, company size
or salary structure has not changed to
such an extent that it is no longer
appropriate for the data provided by
them to be compared with the data
provided in the previous year;
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(b) only data on saary adjustments and
additional payments relating to the
survey period and additional payments
for the 12 months before the survey
period reported belatedly are included
in the calculation of the PTI;

(c) data on salary and additional payments
for company employees in a particular
band are included in the calculation of
the PTI only if by a specified date the
company has announced adjustments
for not less than 75% of the employees
in that band relevant to the survey
period;

(d) adjustments attributable to externa
and internal relativities are excluded
from the calculation of the PTI;

(e) changes in bonus are taken into
account and one month's bonus is
taken as equal to 8.33% of the annual
basic saary;

H changes in payments and monthly
allowance reported in dollar terms are
converted into annual percentage
terms by relating them to the
appropriate salary rates; and

(¢)] where a range of percentage
adjustments to a particular salary band
is reported, the average figure is used.

Data Consolidation

12. A modified weighted average
approach, as elaborated below, should be adopted
to consolidate the pay data obtained from the
surveyed private sector companies and to work
out the gross PTI —
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(b)

(©)

(d)

the surveyed companies will be
separated into two groups by their
employment size, namely those
employing less than 100 staff and
those employing 100 or more staff;

a weighted average adjustment rate
will be worked out for the companies
within each group;

based on the distribution of private
sector employees by company size
(mentioned in paragraph 3 above), a
gross-up factor of 0.25 will be applied
to the weighted average adjustment
rate in respect of the group of
companies with less than 100 staff and
a gross-up factor of 0.75 will be
applied to the other group. These
two gross-up factors will remain
unchanged irrespective of the actual
number of surveyed companiesin each
of the two groups; and

the figures worked out under (c) will
then be added up to give the gross
PTI.

Survey Results

13.

The PTS produces three gross PTI,

each representing the weighted average (or
modified weighted average) pay adjustment for
all surveyed employees within each salary band.
These PTI are submitted to the Administration
which then deducts from the indicators the

payroll

cost of civil service increments to

produce the net PTI. The net PTI and other
relevant factors are taken into consideration by
the Chief Executive-in-Council when deciding on
the adjustment rates for civil service pay for the

yea.



