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more precisely, and if the underlying
economic imperatives could be
re-emphasised - i.e. that the Civil
Service, like the private sector, had got
to cut costs and improve efficiency
because of the recession. There also
appeared to be a need to clarify the
priorities - both within the ambit of
Civil Service Reform (and the issues
which had become enmeshed with it,
like Housing Department corpora-
tisation), and between Civil Service
Reform and the other far-reaching
policy initiatives which the
Administration was developing (in the
fields of Education, Health Care, Social
Welfare, etc).

(c) We suggested that the ‘change
management process’ needed
exceptionally careful thought, and that
the pace of change should be slowed
down somewhat, while efforts were
redoubled to get management and staff
support, drawing on their ideas as to
where reform was necessary and
practical. A first step might be to make
it clear that the more controversial
proposals were not to be pushed through
service-wide come what may. The
Administration could consider
announcing trials for the proposals for
contract appointment and perform-
ance pay in a few carefully selected and
willing departments. It could then press
ahead with the less contentious issues -
which, after all, should still have a very
worthwhile impact on civil service
efficiency.

It was our concern that nothing should be done
which might undermine the general excellence
of Hong Kong’s disciplined services. They had
earned the respect and confidence of the general
public, and we felt sure that there would be little
enthusiasm for any measures which could
damage their morale and efficiency or radically
alter the effective way in which they operated.
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6.22. We advised the Administration
along these lines in June 1999.
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Committee Members being shown underwater equipment used by the Police Special Duties Unit
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Review of Home-Office Travelling
Expenses
6.23. In November 1999, the

Administration sought our views on their
proposal to introduce a Supplementary Travel
Allowance to replace the existing provision of
Home-Office Travelling Expenses under
CSR731 and Home-Office Mileage Allowance
under CSR735.

6.24. Home-Office Travelling Expenses
(HOTE) were introduced in the 1950s when the
New Territories were relatively undeveloped,
transportation to and within the areca was
inadequate, and staff posted to NT offices
needed to be compensated for the higher
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travelling expenscs they incurred.  Eligible
officers might claim a partial reimbursement of
HOTE, or alternatively might opt for
Home-Office Milcage Allowance (HOMA) if
they were authoriscd to drive their private
vehicles for duty purposcs.

6.25. Having reviewed the policy and
conducted a survey on home-office journeys, the
Administration had concluded that the existing
system ol HOTE and HOMA was outdated. But
they also rccognised that, unlike most privatc
sector employees, civil servants had little choice
as to their actual place of work.  The
Administration thercforc considered that there
was still a need to provide a rcasonable travel
subsidy to those required to work in relatively
inaccessible locations or in places where
travelling costs were high.

6.26. The following arrangements were
proposed by the Administration -

(a) A new Supplementary Travel Allowance
(STA) should be introduced to replace
HOTE and HOMA.

(b) Staff who were posted to work in offices
located on outlying islands (including
[.antau Island), border areas and those in
other less accessible places (termed
"designated offices") would be eligible
for the STA.

(©) Stalf residing in the same regions as the
- "designated offices” would not be
eligible for STA. The proposcd rcgions
werc as follows -
(1) Hong Kong Region;
(11) Kowloon Region  (including
Hong Kong University ol
Science and Technology, Tseung
Kwan O, Clear Water Bay);
(iii)  Sai Kung Region;
(iv) New Territories East Rcgion
(including Tai Po, Sha Tin, Ma
On Shan, Sheung Shui, Fanling);

(v) New ‘Territorics West Region
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(d)

(e)

(2)

6.27.

(including Yuen Long, Tuen
Mun, Tsuen Wan, Kwai Chung,
Tsing Yi);
(vi)  Island Regions (including Lantau
Island and all outlying islands,
each island being by itself a
region).
STA would bc payable according to
working days and on a non-accountable
basis. It would be fully taxable. There
would be two levels of payment to reflect
the costs of journeys to different
locations. The initial rates would be -
(1) for stall’ working at the
airport/outlying islands - $29.0;
(i1) for stall
"designated offices

working at other

"-§9.2.

STA would be adjusted in April every
year with relerence (o fare changes on
the relevant modes of public transport
within the composite Consumer Price
Index for the 12-month period ending
February of the year. An overall review
of the rates would be conducted every
five years to ensurc that they reflected
the prevailing nceds ol the staff who
were required to travel o olfices in less
accessible areas.

Officers  who were  provided with
transport at government cxpensc would
not be eligible for STA unless both ends
of the journey were in locations for
which STA was payable.

Where officers (including those not
working in "designated offices") had a
need to claim reimbursement of actual
travelling expenses, they would be
required to bear a "no-claim" limit. The
initial ratc of this limit was proposed at
$22.4 per return journey. This rate
would be revised annually as per para.
6.26 (c) above.

The Administration’s proposal to

introduce the new STA to replace the HOTE and
HOMA appeared to be well justified. In the light
of the transformation of the N'T since HOTE was
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introduced in the 1950s, and the great
improvements in public transport, a revamp of
the existing system was plainly necessary. We
therefore believed that the proposal deserved
support.

Committee Members 1!511 .fJ'r( Customs ,rmm at f’ o Wu Control Point
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6.28. We advised the Administration
along these lines in December 1999. The new
-arrangement took effect on 1 April 2000.

Proposed Fringe Benefits for Recruits

6.29. In March 2000, the Administration
sought our advice on aspects of the proposed
new fringe benefits for recruits - specifically
leave, leave passages and housing.
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6.30. A Working Group on Entry System
and Conditions of Service, comprising Civil
Service Bureau officers and representatives
from the four central staff consultative councils
(including the Disciplined Services
Consultative Council and the Police Force
Council) and four service-wide staff
associations, had been established in early
November 1999 to facilitate the exchange of
views between the Administration and Staff
Sides. (The views of the ICAC Staff
Consultative Committee Staff Side were sought
through separate channels.) The Working
Group had reached agreement on a range of
issues including -

(a) the proposed cessation of the Local
Education Allowance scheme;

(b) proposals on leave and leave passage

benefits; and

(c) various aspects of future housing
benefits (except the housing benefits for
recruits below MPS 22 or equivalent and
the cessation of the provision of
downpayment loans).

bl The Administration considered
there was a need to better align the leave and
leave passage benefits for recruits to provisions
in the private sector. They noted there was a
tendency to provide a "total remuneration"
package in the private sector and agreed that,
where appropriate, similar arrangements should
be adopted in the Civil Service.

6.32. The Administration's proposals are
summarised below -

(a) Leave

(1) The proposed rates (ranging from 14 to
26 days) were lower than the existing
rates of those employed before
January 1999 (from 14 to 55.5 days), but
were not significantly inferior to those
enjoyed by officers employed after that
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(i1)

(111)

(iv)

(b)
(1)

(i1)

(c)

date on the new common terms (from 14
to 34 days). They were apparently in line
with private sector practice.

The accumulation of earned leave under
the new package would be limited to two
year's' entitlecment.

Leave balances could be cncashed when -
an officer left the service.

Leave would be calculated on a
working-day basis instcad of a
calendar-day basis as was currently the
practice.

Leave Passages

Directorate officers were eligible for a
leave passage allowance. Officers of
D4 rank and above were granted the
allowance once every |2 months, and
those of D1-D3 once every 24 months.
The officer's spouse and children (up to
a total of five recipients) were also
cligible. Any unspent allowance could
be carried forward to a total maximum
not cxceeding 200% of the recipient's
current entitlement.

Undcr the proposcd package, leave
passagcs would be  provided for
dircctoratc officers at the end of a
12-month period in the form of a cash
allowance that  would bec non-
accountable but taxable. It would be
paid in respect of the officer himself only
and the officer's spouse and dependent
children would no longer be eligible, but
it would not be subject to the prevention
ol double benelits rule. The prevailing
passage allowance rates would be used
as the initial rates for the proposed
package. Officers on DI1-D3 would also
be granted a passage allowance on a
vearly basis, but at half the prevailing
rate.

Housing Benefits

Having noted that the private sector was

47
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(i)

moving towards a "total remuneration”
concept in- the provision of [ringe
benefits, the Administration wished to

travel in the samc dircction. Their
proposals were  based on  three
principles -

(1) the new housing benefits should
bc cost-neutral when compared
with current housing benefits;

(2) they should bec broadly in line
with practices and arrangements
in the private scctor; and

(3) thcy should be simple to
administer and provide flexibility
for staff.

The Administration had made the

following proposals -

(1) Non-Accountable Cash Allow-
ance '
A Non-Accountable Cash
Allowance (NCA) would replace
the Home Financing Scheme, the
Rent Allowance Scheme and the
Home Purchase  Scheme [for
recruits on or above MPS22. For

bclow MPS22, the
Administration had rcfined its
original proposals in the light of
the views ol the Stall” Sides (o
provide an option of either the
Civil Service Public Housing
Quota or, when they had at least
20 ycars of continuous scrvice,
the NCA

(2) Prevention of Double Housing
Benetits Rules

recruits

The Administration intended to
remove the Prevention of Double
Housing Benetits Rules for NCA
recipients.  In order to maintain
cost-neutrality, the rates of NCA
would be discounted by 5% of
the existing rates.

3) General Departmental Quar-
ters

(othcr

Departmental — quarters
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than post-tied quarters) would no
longer be provided for future
recruits  to  non-disciplined
services. Housing benefits for
disciplined services were the
subject of a separate review
which was underway and on
which the Standing Committee
would be consulted shortly.

4) Cessation of the Provision of
Downpayment Loans

The Administration wanted to
cease  the  provision  of
downpayment loans (DPL) for
several reasons -

- new recruits would have no
pension that could be used
as security for the loans;

. provision of the loans
would be inconsistent with
the spirit of encashing
housing  benefits  and
providing the allowance on
a non-accountable basis;

B officers on agreement/
probationary terms were at
present not eligible for
DPL; and most publicly-

funded organisations/
private firms did not
provide downpayment

loans for their staff.

However, the Staff Sides attached great
importance to downpayment loans,
which were especially helpful to junior
officers.

6.33. Although they introduced a certain
flexibility, the proposals for leave and leave
passage were generally inferior to the package
enjoyed by the majority of serving officers,
although less so when compared with the
common terms.  Likewise, the proposed
housing benefits incorporated new flexibility
which might be attractive to some, but fell short
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of present arrangements in other respects -
particularly the removal of the DPL.

6.34. There was no doubt that the superior
fringe benefits which traditionally had been
provided were a significant factor in attracting
talented people to the public service - and in
retaining them. It was debatable whether the
proposed package would achieve quite the same
effect. However, if the prime motive was to
bring the Civil Service into line with practices in
the private sector, while remaining reasonably
competitive, then the package -certainly
appeared to do this.
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630 We made the following comments
on the proposals -

(a) General

We agreed that there nceded to be a
broad comparability between the fringe




