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REPORT BY THE OFFICIAL GROUP ON
CIVIL SERVICE PAY ARRANGEMENTS

Note by the Chairman

: this report was completed_the Government has s
} sugi\e,il Service unions tlfle'p0981b]:.lity of an indepenggg:“ed
tbge inquiry into future Civil Service pay determination,
outsi ® gostion, if adopted, will affect the handling of the
This 8 and the kind of decisions which need to be taken on it,

e is a summary of conclusions at the end of the re
2, ag'}rl:;h 93). It may also be helpful to set out in this 323
t(ggrmain issues discussed in it.

aph 8 sets out the objectives which a new Civil
sémf?;fry system should meet. In the main body of the report
(paragraphs 12 to 34) we identify the elements of a new system
tested against the;e_obgect}ves. We examine first the market
factors on which Civil Service pay should bebased; and suggest
that these should be outside pay rates! recruitment and wastage
assessed against forward manpower requirements, and reflecting
relative job security. Our conclusions on these factors are

sunmarised in paragraph 93(c)-(j).

4, Paragraphs 35 and 36 consider a number of more detailed
aspects of pay structure which are relevant to management
efficiency. Our conclusions are summarised in paragraph 93
(k)=(n).

5. The important issue of reconciling ultimate Ministerial
responsibility for Civil Service pay rates with an "ordered
and agreed" pay system is covered in the next section of the
report (paragraphs 37 to 66). We consider the case for an
"override" power for use in exceptional economic circumstances
or, alternatively, for allowing factors of cost and economic
¢ircunstances to be deployed in negotiations every year. We
Teview the role which arbitration could play and also the
Pbroblems caused when pay increases for the Civil Service are,
;ﬁ percentage terms, out of line with the “going rate" elsewhere.
3 :,analysm of this set of issues has led us to .ident:.fy four
opiions for a new pay system. These are set out in paragraph 70
the report and our comments on them are in paragraphs 72-77.

6,  The eéssential choice 1i t
i lies between a procedure agreement
:Z;Ch'w?uld' in effect, leave the way opexlm)rfor nfree collective
or oolMing" with arbitration only available by mutual consent
Rgtx‘l:j.afr-‘eem"’“t which limits the room for manoeuvre in
help o io0S of both the Government and the unions but would
© linit the risk of industrial strife.

7
> .. par i comments
on agraphs 80-83 of the report we include some cO

Seri?: Scope for tradiné a new paypweement for the Civil e
Wigh OT & "o strike" commitment by the unions. If Minister

Wiy {‘,° Pursue this possibility further, a more detailed report
© Tequireq,

i

I CONFIDENTIAL 1 4 9



CONFIDENTIAL

ffer views on the extent to which
mentg :o those for the Civil Service migh:
?.rrangeN}B (paragraphs 85-92). But we think that
me,ggteure for Ministers to reach decisions op
pr

8. We als

9.

;‘ a new Civil Service pay system;

b whether the “"market factors"™ set oyt A
and the conclusions reached on the way these
taken into account provide a sound basig Fon
Civil Service pay rates;

c. which of the four options in paragrapn TOkwe

the right basis for discussions with the
framework for longer term arrangements.

F G BURRETT

Civil Service Department
27 April 1981
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o B pHE OFFICIAL GROUP ON CIVIL SERVICE PAY ARRANGENENTS
REPOR

o REFERENCE AND MENMBERSHIP
7ERM
* The Group was established:-

consider, against the backgpound of discussion in th
;;zgisterial Committee on Economic Strategy on 12 Februa.r;
and the proposals prepared by the CPRS for that discussion’
the elements which might form}pa.rt of a new long term pay :
agreement with the Civil Service unions; the possible -
extension of similar arrangements to the NHS; and to report",

1

The Group consisted of representatives of the Treasury, the
epartment of Employment, the Ministry of Defence, the Dﬂsg: the
Dep d Revenue, the Prime Minister's Office and the CPRS; and

vl{gimghaired by the Civil Service Department.

BACKGROUND

, At the meeting of E Committee on 12 February Ministers
concluded that a new long term formal pay agreement with the
civil Service unions was desirable provided that it took account
of the factors suggested as relevant by the CPRS as well as of
pay comparisons and did not impair the Government's ultimate
responsibility for deciding the levels of pay which could be
offered.

4, Subsequently, with the agreement of his colleagues, the
Lord President told the Civil Service unions that:—

"the Government intends to review the arrangements for
determining the pay of non-industrial civil servants with
the object of establishing as soon as practicable an
ordered and agreed system which takes account of all
relevant factors and which will command the widest possible
acceptance",

2;; The unions have also been told that matters such as pay
fa'éli’a“sms and independent fact finding would be among the
rulegTS covered by the review and that arbitration has not been
assed out for the future. A more positive formula containing
Y ltliance.s about the actual content of a new system was agreed
out iy pme Minister on 3 March but it has not been been spelled
im:roii1 Wl to the unions. This was to the effect thai': in
inteng; i€ & new pay system "it would be the Government's
employeo Yhat the terms and conditions of service of its -
£ senys > Should not normally fall behind the terms and conditions
We oq Vice of those employed outside"; and that "providing that
Wouldnha”“’e at a satisfactory and ordered system arbitration
Ve a part to play in normal times".

*

Note g -
T~ 1he list of factors suggested by the CPRS is at Annex A
© this report,

3
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OBJECTIVES
i "ordereq
purpose of having an "order and
c;‘eszngteJlil to serve the legitimate 1nterest:g€;8d DV Sten,
?Government, taxpayer, civil servants) in way thf Dayg; 18
least minimises, industrial strife, 1ch g_s
Ve

Te

3.

principle:-

9.

It is uit % t's
the ¢ > Juite possible that the Governmen
ang orh;r:}e,e"gJectlves

to

%ge éhe Contents
det of factorg
erminat; o

civil Service arises from the special I‘elatio:::}llf k
Government and ips own employees, I
especially undesirable ‘U"lat the‘busmes_ss of cen
should be threatened by industrial action. gy Sty
this by preventing.dlsputes before they arise therg s
case for establishing an agreed system
which both parties are committed. i
the current arrangements for the Armed Forces ang (
central Government is not t_:hg employer)
pay arrangements for the Civil Service
only because in the last resort its circumsta.nces
But the effect of such arrangements Should tg S
servants more favourable treatment than oth?employEe Ve

Would have tq p,

The particular need for arrangements of

tral G &

Sa

of pay detern;
o Minat

Similar

for the po1
are needeq

es,

Wie suggest that a Civil Service pay System shoulq iy

a. fix Civil Service
the Government both to
quantity and of

the quality that it Judges necessary

to defend those levels as reasonable both to public —

opinion and to civil servants. To do so it needs to

able to show that all relevant factors have been brought

to account in framing these pay rates;

b. _be efficient in the technical sense that in its
application it Provides maximum value for money from
management point of view;

ca enable Civil Service pay to be adjusted periQdiczllf
1 (a) and (b) with the minimum rz:lo( L
strife and without unacceptable damageé

: s
and, by extension, allow thesg;’:es

to meet objectives
national Dolicies;
Or override it
when the national interest

By definition apn

in exceptional circum
demands this.

eed system embodying these ©
e negotiate wi‘gh, and tHevefore e ”gce
They are not unanimously in favour 2,
inevitably restrict their oW 7%,
9eo0me degree, None' of them will want O
; ul
in the previous paragraph sho
be irreconeics, Which shoﬁld be stguck between ther
ieilable with the views of the unions:

. nd
T 20y new pay agreement will dePeP) ine

¥
Which are to be relevall Tuyjch
o Civi Ser"iceagz-;?donothe extent ¥

2
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bthahle
a néf
o £0°
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v19"e°wmﬁ;
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en into account in a quantifiedway (ie given a

and on how far it is intendeg that the agreement
nould limit the scope for argument about whag pay
ropriate. Such a limitation must obviously =

= s freedom of manoeuvre, at least in

But if the Government does not accept for its
tion on its freedom, the unions will not accept

result will be that pay is settleq by

tive bargaining".

sTRUCTmE OF I

The various considerations which have been described
Th

-

1 itaply influence each other and there is no ideal order for
mevltar_m, them. We thought it best to begin by examining
cms}lii the first tive in paragraph 3 the factors which
agalns - R S

°nt be used in ng appropriate pay rates for the Civil
mighYy Thes Y e market factors of comparisons with
Servicd.  outside the Sarvice and it relabive vosition in terms
= giru;tment, voluntary wastage and job security assessed

oIy st its forward n er requirements., Against the second
g§12t1ve we have e ned various aspects (including the
ooéiodﬁctwn of more geographically varied pay rates) of the
ireleci to ensure that the pay system is applied in a way which
Erleets the management requirements of Ministers. We have
reserved to discussion of the third objective such questions as
the treatment of the factors of cost and economic circumstances;
and the role of arbitration. We then set out a nu.mber.of
ovtions for Ministers to consider drawing on our appraisal of
the various components of a new pay system. 'we_end our report
by looking briefly at the question of a 'no strike" agreement
and at the wider relevance of our proposals, particularly the
scope for applying them to pay in the NHS.

THE FIRST OBJECTIVE: PAY FACTORS

4  Comparisons with outside vay and related conditions of
service
==lyice

&  General

i2: At present, in line with the Report of the Priestley Royal
ommission of 195 ?—Gif pay rates in ghe Civil Service are based
gﬁ}r}l}/ on comparisons with those paid for similar work outside,
&king account of differences in other conditions of service.
I e ew s i s ' t requirements
1 Sl system is to meet Ministers' presen o}
ﬁr’;’““ clearly give much greater weight o factors otg;rtthan
°0mnct~“a7’ comparison. But Ministers have reccgn.xs.;}dl eaa.re
threq 1590 in Some form will need to play & part. . ;r
Yemy ot Teasons why it should. First, the leve i s

does eration offered by other employers for comgarab :hJe e
I sho O Some extent, represent a useful "proxy" for <t State
of guene What other employers have decided to pay %o &

A Py ts
Both .2Cient quality ang quantity. Second, civil servan A
Nake Egﬁsem and prospective (and their unions), are bound

P2risons between their ovn pay and the pay of people

3
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, W rk outside in assessing the ray n
doing smlr%;‘i‘rg? Civil Service pay levels haVeytoaggs Offang

them., Th ; levels in th Pub] o d
Sotensible in relastion to pay BRSO

b ci
14t';her on pay rates or on percentage movements in E;';’ be baggy
ei :

: y . 0p
isons based on outside rates provige a mue the
{wg;sgg‘ggz‘:y starting point for mee¥ing the COHSideragirg:P )
sa aph 13 since these reflect dlrecuy the real POSit}s in
p:raitside_market' Moreover, information on they o beon in
Zo]e.lected in much more detail to establish Sepbarate ang moy,
valid comparisons for different groups of stafr, S

he use made of pay comparisons in a ney Systen
izmg gefended then it is important that they Shzmgmb;sm;g e
as precisely and accurately as possible. Also, only through e
detailed comparisons of rates can Proper allowance be made f,
differences in other conditions of service such ag Pensiong a,r]d
hours and leave.

16. Under the pay research system the negotiators we
with comparatively little room for manoeuvre once these pay
comparisons had been made. Reducing the Scope for argument
between the negotiating parties has its advantages in terms of
industrial relations and of public presentation. Byt Ministers
have been more concerned about the degree of "automaticityn
involved in the present system. This can be reduced by
bringing other factors into play which provide more room for
manoeuvre, But, in our view, a necessary part of an ordered
and agreed system ang of its public defence is that comparisons
should be undertaken in a structured way

17. We have
in which information about outs

Present and in the way these are adjusted to take account of
other relateq conditions of service,

re left

18. Our findings are se in Ann
concluded that tgmder a nt i e

methods of comparison sh

In brief we have

€W System some features of the present

ould continue:-

a.  "whole jobm comparisons are wactor
i ; referable to

:;:ght'_' omparisons and can be mage satisfactorily forant

b kmam Civil Service grades. (But it will be impor?t s

basi:eg under review the Civil Service jobs selected a5

Tepresentays L2180 t0 make sure tnag ine field is

ative ang Properly weighted);

b. s

Shough:xgﬁég from which outsige comparisons are g::"“

g"?ﬁ”“m»;ﬁ"her public services under the dir

ne
Tading pub)ie gor,COVErnment but should inolude both ?
Sector ang local government;
c. : s
outsige Pay rateg mist be adjusted to take accouﬂt

» d
thg iclative value of pension benef?zf 53
le the gt CONETibution levels (which Wiio 4ne 3
Light; op th§p§§°l’!’?ﬂte deductions to be madethe 500
; °i8ions which ape reached on
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Comparisons with outside pay can, in prinaes Ay,
¢ s

Cannot; be %
Seryy

factope > € taken into account by looking
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of differences in hours angd leave;

ge benefits" received by emplovees

il Service (but the way in which
sed needs to be reviewed);

wmedian" of outside rates (the use of which
d. t{‘g the influence of untypically high or low rates)
minimlSe= opriate starting point in assessing these rates
is ax;lr(’eirlgirgoge of negotiation.
foracy i

ant changes sh be 1 -
put two important change hould be made

>h outside comparisons are drawn
1tative as possible, Tt should

S?Jou,-"')r‘[} anze of private sector firms
tneiiéL fx: in terms of their size than at
incl z

presen

of uprating should be abolished.

r "latest rates", ie changes

ace in analogue rates before the

Y date but are not known in time;

the difference in timing between

f the analogues and the Civil Service.

z against some form of

tes". There is a strong

ount of "time lag" as well.

k with price movements (on which

based) should be discarded.

o base an alternative approach on

date with a degree of retrqsp_ectlon

to-date information would be available.
ibility turns largely on whether a change lJ;n

the settlement date is desirable in order to‘enable ?‘aihe

limits to reflect realistically the likely out(f:_ome o

annual pay negotiations; and to take account o ’a!;z‘md

implications for the pattern of the natlona% g: Con

(see paragraph 79). A final decision eriainiy e looking

this point yet. But the unions will cer af et

some  a ment to take account both o

£ i

3 ; ity
ket factors of recruitment, retention and job Secur

et rates
€ any other employer the Government n?edzt;gfsto meet
7 Which are adeguate to recruit and retain
Teouirements

n terms both of cuantity and guality.

Rat

e work
*i€s of vay set by other employers for comparabl

= ivil
aken as they stand as the rates whlch-f-}el;egg? The
$o needs to nay to meet its menagement reo‘mt in the Civil
ive ¢ ness or otherwise of em?i‘oy?;,;?chlit offers,
» Including the degree of job secur;.llsfo at market

Y v wastage.
Ueh as recruitment rates and voluntar

5
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sent, statistical material is availap) o

22. At ?I‘eservice grades on recruitment ang o0
in JLVlibo\‘iever’ a shortage of comparable g Ty
re 1S, 4

erience of outside orgenisations. ,ou
Lo varty o0 more 11 ght oy
freed view the likelihood is that few outsige
Bub. 31 oa{d maintain adequate information. T4 Wwoulg
collect 3—9‘ the position and this could well impose g
13;’532_1 demands on the organisations concerneq,
t

adal

e 1 onsidered the scope in these Circumste
‘zférogsc?;‘éeacform‘:‘la to take account of comvza_mtivgngss for
voluntary wastage in a prescribed and quantified way,
‘e,g;mle “outside pay rates might be _adjusted on the bag
2_:1 ziqreéd formula to take acgo:;mt.s'x. the relz_ltlve 00si Lo
the Civil Service in terms of "quit" rates, ie voluntapy ot
e concluded that because of the lack of iz‘;(-t;ernal data thlsy‘,-,a
not be possible. There would also be d1f+1culty in defining
analogue groups for the purpose of' measuring voluntary wastag,
rates in the private sector, in taking quality into account apy
in deciding how to reflect the fact th:}t many staff join A
Civil Service with a long-term career in mind which affects itg
patterns both of recruitment and of wastage. In the Private
sector planmed career progression is often dependent on moVing
from employer to employer.

24. Nonetheless, we think that much more use should be made of
information on recruitment and voluntary wastage in the Civil
Service and elsewhere as a factor in bay negotiations even thous:
in the absence of a formula both sides will have to be free to
interpret the data as they see fit. Data on the Civil Service
position would be produced by management and such data as are
available from outside organisations would be collected alonz-
side the information on their pay rates. In arguing its case

management would need to take account of its anticipated forward
manpower reauirements.

B unber of unsuccessful attempts have been made in recent
.‘ears‘(mcludmg the work of the Comparability Corﬂ;nissmr_l) to,
:“a‘ztlf" ielatlve o0 security in the Civil Service anddlﬁrg“
up_oment separately from the inds ions to be derive e
available data on ree i e ahe Seok

S

data to make a oroper comparison an o
as being compared with like. They We o
1ve the problems of valuing differences ln,gess-
;;rczfc:luded that they could not suggest any @°

or

26, Thep : i
Drociucinpea::e Very considerable practical difficultl?”el?ab
security no v Dfecise Statistical assessment of relatlvpa‘.'
28Teement thepg o O0Ctheless, we think that in & new X ity
0 be 3oy int should pe Specific provision for job ueant
Jarket factop. n2SCOWI in the negotiations as a releve ,me
evels e ds woulq enable, for examnle, high WeT . o
settlemem;g, argued ag 5 moderatix’;g Factor in Gavil SerV

°}
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e to see what can be

. i done to
dancy and the Department of
. The redundancy Jures which

ot distinguish betwee:
manual and

efinition,

vitably di

1 the public
al emplo rees,
gem bractices
oV Ter from organisation
the Civil Service encourages
tances which might count as

/ determinants of Civil Service
actors we have described,
nt and wastage assessed against
nd reflecting relative job
agraphs 47 to 51 the way in which
¢ circumstances should be brought
er factors which are relevant
Service pay system should be
sement regquirements it would be convenient
tional arrangements for mroducing the
market factors we have discussed in the

to the way
applied to m
o consider t ¢
data required on the
preceding paragraphs

ts for data collection and

29 A new pay agreement would need to provide for data on
outside vay rates on recruitment rates and voluntax_'y wastage
outside the Civil Service to be available to the negotiators.

iie believe that it would be desirable to have a "third party”
organisation to assemble this material.

30. At present the collection of data on outside pay is the
responsibility of e Civil Service Pay Research Unit. TIts
Work is supervised by the Pay Research Unit Board. The unions
Wil press for any institubional arransements associated with
& 0ew pay system Yo carry sufficient indevendent authority to
ensure ty in future data will not be withheld from them.

3L We nave considered whether some entirely new form of
ccliisational arrangements would be desirable. But we have g
whoiuded that it would be preferable to build on the expezlxlen
Bich the Pay Research Unit has gained and on the rol; :ie =
Unit Board as an independent guarantor o & gi
€ produced. If this course is fonowed'li‘lwgervice
recruit more staff from outside the Civi 9%
and to ensure that individuals of stgturﬁit“re P
its directing Board. We think that in .
should have executive control of datg c: Lach
Preg Subsequent processing of the material befor! i g
the paied t0 the parties), Apart from meeting the M e i
the xﬂlor}s this should encourage greater public coonduct'ed-
Yor {3V 10 Which the processes of comparison are cc
j'"f‘"'me ame reason the Board's practice Of releaaﬁg

“tion about the qate which is collected sho

any
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4 if the agreement of outside organig

. tend atj
he extende < “Ulong
secured t0 this. San b,
: e in the Board's role bejy

. lie see advantag A g g extey 2
52 ')l;B data collection to mcluag the actual procesz-ided &Y 0ny
°m:ed basis of the data on outside vay which ig no‘;«ng n
agfeb\' the parties. This would involve making the arrjq
outv 0Oy = % i

i i €ceg

5 ents to reflect dlfferencesbln other relate Ssapy,
Z’d‘s‘iﬁﬁme taking account of the different Wﬂdingdnggt i
career progression of staff in the Civil Service gng ine a
organisations. The negotiating parties woulq need g 1, Utsig
satisfied about the way in which the data Was to pe Proce. Ly
and therefore any new pay agree.'llent would need to r.e@la:use}i
way this was to be done by the Board. X € the

33. Ve do not think that it would be right for the Boar
beyond this and to make an assessment of the weight whi %o gy
be attached to other market factors of recruitment,
Jjob security since it would then virtually
rates fo the negotiating varties. This wou
with little room for manoeuvre and it would in any case be
uwnaccevtable to the unions. The unions may well not be py
even to accept that the Board should do any 7
pay data. This is not, however, an essentIa
be conceded if this was necessary to secure
them,

x €parej
Processing of tp,
Doint and it coyyg
an agreement ywitp

34. t would be helpful to ask the Board to report from time
to time on various aspects of the pay system. This would be in
line with the role which Ilinisters envisaged for it at an earlier
stage, although in the event no references to it were made
because of doubts about the future of the present Pay Agreement.
For example, the Board could be inviteq to make provosals at an
early date on how the objective would be met of including in vy
SUrveys a wider ssread of private sector firms in terms of size;
on the way in which "fringe benefits" should be assessed; and
2erhaps o1 some replacement for the "uprating" nrocedures (see
QE:@T@@ 15 and 19 above), ppe PRUB would also need to keey

fohe we - - . A3EGumDy o0f thia internet tiets of GLiii Serat
1008 as a basig fop comparison

SEC B
SECOND OBJECTIVE, APPLICATION OF PAY SYSTEN
3. : x
and t}ng Sggir“:ﬁ e factors of comparison with outside 2ay ";‘:’ze'
$0 be nrovery g, LSCTUitnent, wastare and job security

Y. X < o I
taken toppcr o, 20Plied within g new pay system they snouli:
met ang %’}\_;her’ IPUTE Hat i Vi Servhon managenent needs

5 3 1se
i 599102‘m2n:cggu§€ 18 taken of the need for the effectiV? ot
S 8 nunpen of fow aff once they have been recruited. wiich 8¢

to efficieﬁci?tailed aspects of oay structure

relevant

\-ﬁ]ﬂiﬂﬁies )
al abivit; t “d-q:
*t2li5hing ggts, 3¢ bownd to ot

e
play an imporvay
Baintaining, any

complex pay 888 &

)
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;;articularly
are no ble .Brovision will
review of these links at intervals,

so far as possible,
roup despite the effect

nportance

£ Structure

a more
Service

1ovel Tols

cience and P&T groups
Vo structures a range of
hnical susporting staff,
upervising industrials.
roblems for »ay research.
1y produces a lower rate for
market comparison would Justify, and a
r problems caused by this have
: nt of orofessional
industrials.

T
ec
s

The

i g r
er rate for
narticularly
engineers

1CT

favourable to their members
(as in the past) for
determinant of par even
ons can satisfactorily be
where there are also sound
internal relativities to
nodify the straight for example, in dealing
Yith problems of pa ferentials between industrials and
their direct suvervisors and between senior manggerpent jobs
of comparanle responsibility. But in our view it 1S i
smortant that internal relativities should cqn‘{:mue_tgloe
2 Secondary rather than a primary factor in fixing Cl‘e'la
Service pay rates, Otherwise this factor could becom

%98tly element in the Civil Service pay system.

2 Regional va.r

& : tiated at
Civil Service par rates are negotis
lonal Jeyve), The rates themselves are national ones

Veighting* vaid as a supplement. iany

Ty i iS 1S not based directly on comparison or on
geirultment/retention (flactors bxt on the d1ffg§:n§;s in
Comparl Clements in the cost of living in I‘ﬁ“ ay research
Trocar SN With the rest of the cowntry. T elp'shtin’&
baymes> bakes account of the value of Lmdomvg}vil
® in equating the pay bill cost of the Ci
ad its pay research anslogues.
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e all) other lavge employers with ¢
e gogcross the country also rely on Si

(

scattere

n taks

aty

th variations only for London and Sometimeg ?roxal Tateq
with s 8

‘t’\l: other large cities. TS
¥O

. is, in principle, a strong case for tp &

é?jgi éez"vice pay rates more Closszly to l‘,’cﬂ{lg?aio May,
conditions through greater geographical differey
in pay rates. The main argwngnt in its favour i8 thy
it might meet management requirements more effective‘it
and even out the quality of staff recruiteq in iffer'/
areas. Uniform national ratfs can entail Paying abo\,er‘t
the market in some areas to ul}e detriment of Tocaitie
orgenisations with which the Service competes for Stags
while in others the Service experiences its own by
difficulties of recruitment because its rates are not
sufficiently competitive. Clearly the case for vay
variations is strongest in the case of non-mobile stafs
who are recruited locally. On the other hang, g systen
geared more closely to local market rates would not
necessarily prove cheaper to operate than a sSystem of
national rates: savings in some areas would Probably be
matched by extra costs in others; and there would pe
strong pressure from the unions to leapfrog from one
locality to another.

We have examined the results of an analysis by the (SD of
data on geographical pay variations available in the
Department of Employment's New Earnings Survey.
Unfortunately, these data do not provide an adequate
basis for reaching a firm view on the case for greater
geographical variation. They do suggest that different
rates at regional level would not be sensible but they do
not enable us to Jjudge the relative merits of local rates
area by area or national rates with limited variations
for a few areas,

We also understang that Departments generally see il
Shaiderable management diffioulties if greater geograrl
S Iferentistion in vay is introduced. Cortainly fhere i
2 risk that the resource cost of administering more 0aj

o 1 : ined from
tg-‘te::é:?mns would outweigh the advantages to be gaineé

& and to consider the practical . ..u

S IbLics of introducin eater geographical VETL oy

L "I“ifsgmce pay befor§ ﬁrm conflugoas s Egugeto

Collecp idence, T% woulg be helpful to ask the e

Practice OrC detailed ang relevant information on °
€ as a contribution to this,

Vie thi. i

Day Syglée:,hat i Beeotiations with the unions OB %o

explore £y, hey shoulq e told the Government Wak

Varigg: C28¢ for introducing greatezs- it

&riation in givil Service pay rat

10
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that the agreement leaves the Way open for
coviding this direction at a later date it ig not
pha:]ges l,nfof negotiations on a new pattern to be
iecessﬂi rward to enable this to be embodieq in the new
1 fo: The unions are strongly opposed to changes
11y because of the difficulty they foresee
ated settlements which meet the
s of their members in different parts
From a negotiating point of view, there-
be considerable advantages in discussing
a later and separate exercise,

this Wi e rable to have more time to consider

1t would mented ations of any changes. If a more

the manggrex,le,‘,, su ted that a case for change does
detall?t might be desirable to test this out experimentally
exist 1V I selected grades.

with one or two

rate question of whether
ould be decentraliseq from
S considerable objections

2 unitary organisation and
tiations and rates woula
ge with imvlications going
S, to the whole framework of
trol at departmental and sub—
authority to undertake Day

0 local management, overall
1c exvenditure controlled by
ust necessarily remain with the
close degree of central
€ required and limits would have to be
of discretion for local management. Ve
the absence of a sound basis for

€ limits system could be refined
€ necessary financial disciplines
checks. Some members of the
t these difficulties might be
uld be advantages in decentralising
» at least for non-mobile grades.

much more detailed work would need to
ons could be reached on this issue.

in itself affect the factor§ on
tem should be based. Moreover, since
to opvose decentralised pay bargaining
be a negotiating advantage in not
vart of any early discussions with
greement. If Ministers so wished fthis idea
bursueq ”e‘“'«”l‘atel:!.

4, '
2" ang _ze‘rf&r‘.l;mce
A th
I mggifntere‘ of efficiency, pas levels must be jﬁde!}ltlatif
Aoty te aff to give of their best. This is in itse

Sent Ty e e of an ordered and agreed system which

11 -
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taff an assurance that their pay will
sives staf 2

3 ey be
g ved and settled on a fair and reasonab] e b
r‘e\,le:cte*uc;ire of the pay system is als
the s

re
asigl_ua'”}y
T to gy

O relevay

-rapit pay schemes to relate pay and Performanqg
~'”§§r';‘rades were ruled out by Cabinet at joq Reeny

sen & . er ar hes Y
‘Fevruary in favour of other approaches ng o

15 Fe

bett oerformance But to bhe
f er: X na . But the o
& ement of be S : 1€ se
e‘;f\;g?ﬁ the present automaticity of Incrementg igebfqr
ge:aratglz" reviewed. Clng

w wever, oonsidered whether 2 New pay gyg
;}?ogigein??oduce’!JI‘Odl_ICti"itlv’ bargaining t? tl’/le rwafm
industrial Civil Service where so far staff gng
{rg.ditionall" co_operatgd in efflClgncy meas
special pament. The difficulties in devis; Sures'sy
efficiency or outoput which are SufflClent:‘Ly precise of
make this hazardous. To the gx’gent that it was
to confine productivity bargaining to 8rouvs wh
measurement was possible the effec}:‘on staff co
divisive, In particular there would be ma,
schemes were introduced covering employees carrying oyt
simple routine repetitive tasks while colleagues in the
same grade carrying out lesser routine tasks could not pe
included. We have concluded that there is a strong risp
that productivity bargaining in the non-industrial Civil
Service would make it more difficult and expensive to
secure "efficiency" savings rather than the reverse, fle
believe that it should, however, be made clear to the
unions that the establishment of any new pay system is
based on the premise that they are expected to co-operate
fully in the implementation of efficiency measures.

] uld be
JOT problems 7

THIRD OBJECTIVE: MINISTERIAL CONTROL

General considerations
———=tonsiderations

37. Not surprisingly, we have found the reconciliation of
an "ordered and agreed" pay system with Ifinisters' ultimete
responsibility for deciding the pay levels which can be -
“itorded to be the most difficult problem of all. e
timate Tesponsibility cannot in practice mean that €Y
Jear the Government can enforce pay increases below the
anounts indicated by market and management factors t0
vhatever degree it Judges necessary for reasons of Cgsis
national policies. Ihether ther
e stem of some kindbﬂa;g::ed
A 1ning", vay will have to be
gﬁilgg"ﬂlv to be levels v:hich are considered necegsinrdyer
union peecnelt DUrvoses or whioh have to be ""°m~:('!deests‘3Ei
’ ~;:§5“?5‘6. There is no way in which such m?re
Objectives fpe ri8bly to match the Government's :
°F exvenditure or for pay nationalll:

12
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be occasions when the
grounds to concede Civil Service pay
11 clash, or will appear to clagh
ons. VYWhen this happens such i
o be denied, wholly or in part, and

refore Government wily

rvice management and industrial
il

lowed and the conseguences for

sed as a particular level of casnh

ccepted. If the former happens
apse and it will become impossible

or to avoid confrontation with the

ly different approaches to
etermination with Ministers!
ciding Civil Service pay levels:-

right, in exceptional circumstances,
tation and impose a settlement outside

he second for the system to allow the Government
to take such factors as general economic
circumstances and its gement of acceptable cost into
account. There would then be no need for thevGovel"nment
to have a power to "override" the agreement since 11;_
would not agree to a settlement which was more than it
wished to afford. However, the unions would then insist
on having the right to advance an egually wide range of
factors; and the result would be, in essentials, "free
collective bargaining".

0. These issues are discussed in more detail in paragraphs 44-51
Delow,

ED The choice between the two approaches also has an
lisene it bearing on the role of arbitraticns EHisiis

U8eed fully in paragraphs 52-61.
T s : n
3 -, "OTth noting here that negotiations under the ]
’zggs i in paragr aph %9(13) would frequently involve explicit
G°'-'em.?°e ?0 the state of the economy at large, or to the
Yege gra’ S judgment of public expenditure and taxat:.on._t
Uspyy setmatters on which it is less appropriate to submi
sulq pe o° 3 Outside body; it follows that arbitration

20tiats LY by agreement. der the first approach
g ations ‘VOulgg{)y coﬁtrasgncentre on specific "market"
::1“" i’y PR wider economia considerations being brought in

Thitrag; 29 OF “overriden, Except in such cases, access
0 could be less restricteds

13 g
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1e in paragraphs 62-66 the .
reases for the Civil Service wyr(
are out of line with the wa.. Dich

eve that under an
( t would have to be
the rates which emerged fronm
reasonable both from the poi
/ALl servants. The aim of
claim can be made with
Go ernment would be effectlvely
10111ty for Civil Service pay
nd workable agreement on pay
: pents ) if it failed to provide a
. ; e : ! g . the I ; ¢ Y viations. Arguably, it would
;niﬁ_\"‘et factors" and n 2 3 sabi as L . : it oy
must then be free :

n the Civil Service receiv
are likely to a Heed for
ore be prepared to accept an "overriger
arate understanding about this) enabli
set aside the main provi oI 8y
economic circumstances require this,

1

the

tituted the "price" which

t it should therefore vrovide

ubject to any volume squeeze

0 reduce the cost of the pay
wished additionally to have

1mpose a "cost ceiling” on

would be no prospect of the

45. There would no doubt be disagreement about whether the
"override" should overate in a particular Jear and the tm{n s
would argue that this should only occur when a "national *:;
policy" was operating. There would be difficult negotiatig
about the precise wording to be adopted. But an "overrigen c
this kind would preserve a means by which the Government 7
could, when necessary, assert its right to fix Civil Service
nay levels independently of the market evidence while accepting

this as a basis for settling pay in normal times. D being free
would argue
whether t}
Price T

generally should reflect

tes and in the recruitment
erienced in the Civil Service.
be deployed as an argument
actor. But if economic

ced explicitly as a factor in
de would regard themselves as
arguments from their side. They
nts should be taken into account,
1 g by reference to the Retail
\ There are obvious advantages
s as a factor in settling Civil

be difficult to argue this (in 4
unions or at arbitration) if economic

11y were to be a negotiating issue.

49. 1‘0 hav_e any prospect of negotiating an "override" rovision
with the wnions it would be n :

: ecessary to assure them that it
Would indeed only operate in exceptional circumstances and not
as a regglar event. They woulgd also want to be the more
satisfied that when the agreement was operating it would )
brovide a fair ang Teéasonable basis for assessing their pay and
e dtstick to its provisions. They ;::oulﬁ
= surance that the would be able to “"catch up
ﬁ?igdlff!’f had been artificialll depressed as a result of a
oL Moverride", mhegs points link with the role of

k t ; ; 5Li Minis
and economic Circumstances Wwould 11);
47.

=

o
]

for the tribunal to have to pass
o be given to them.

to consider whether their position

€ e feguarded if factors oflpgbéi:s
it & egorolture and econon i stances were exclude )
Subordinate the esggem left the Government free each yeaZf Begotiat tre fﬂgtgig'?gli iéf;c}f’g;de,ed crers SRl B
Cost ang economic e1ce of the market to considerations ke g fe g -

1 in Suggesteq ; wer of "override" in
SYSTY YEAr that 14 oo LSUS0CeS, the Government could claim ugges they had the po

1av
EXCent i ons

2 £ s
the ley Was aoplyin the stem regardless 0% . tances.
1 woﬁdofepay Offer whicp i% madeflewBi%,S;egay gystem of il,llzu e,
(evgn if there :,Zf;l: :lfferent from “free collective baggzéﬁld L
Want tq Srocedqure he union 22\ g 4 - will
they say 513? free as tpe Goverﬁarﬁre\:ngt;rgung :ny factor 88 OErtnloTe wnderstanding about access to arbitration

10;1: Y be a condition of agreement Dby thehCivil igrz';:gr
membc;’s?o 2y new arrangements for settling the pay

14
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+ present access to the Civil Service v
At preser

bit
7eibunal is available (for most grades) at the Toguess
Tribunal tv to the negotiations, Governmentg haye OV Of
either o»}c‘l“r (and publicly) reserved the right o res
corésﬂ“e?m”..on grounds of policy because the Govern Use
arbi il ;

- istr meny .
; Parliament for the admlnlerathn i
blel b0, Xk L1 aMs self O % s
respon:land canmot relieve itself of that; responsiblllg Dub),
Ser\uc‘t with any other persons or 01‘5351-‘11-‘5511210115;"_ B t‘,r or
i:u;” Circular of 1925 which announced the arbity. the
re y

u
the pledge that Merr ation
agreement also contained the x g & Subject o

3 ~ the
o ity of Parliament the Gove .
overriding authority give

1

£ ds of the Court", ualifics
?flecgegotghsrzggve the constitutional Suprenlloy“lE;OH Wag
éﬁifament and the possibl}it;,r of‘the GOVEY‘:’-mex‘xt's detea
f}ut the pledge has always been nluez‘prgted to mean 4
Government will not 1tself‘ propose to Parliament the
of an award once this has been made.

aent wij

Tejectm,

54. ‘e believe that it would undermine the util
in any new Civil Service pay sys@em designed for
if the Government did not maintain the present o]
subject to overriding authority of Parliament it
arbitration awards when these are made.,

1%y of ary,
the long
0Sition t at

would 1mplemens

it!‘at:ci

as a result, for example of "override",
for access to arbitration was also automa’cicall'/ 5
This would formalise the right to withho 1 I
grounds which the Government has reserved to itself in the past

56. The crucial question is what provision should be made for
access to arbitration in normal +times,

57: In earlier Ministeria]l discussion on arbitration in the

e 0 he wider review of its pay arrangenents.
If in the future piyviy Service pay was negotia%eé on the basis
of “free collective bargainingt” ang pay disputes could be '
exlicitly about the Weight to be attached to public expendlzml;e
zorsl:tralnts 204 %o the management of 4ro economy, there ’”°“1tu
consle‘g?g arlr‘@ment_f{)r arbitration to be available only by mga
Systen mhione. 208ition would be different, however, with peatect
g Tl ich included a syecifie "override" provision totfze nay
a@eemen?";eﬁttﬁ aont %o susvend both the operation of omie
Circunstanceg re:u?¥:él1a;‘g;-i-it‘/ of arbitration, when econor
A
deternint e Under wnjop Poth parties were committed 0 red
: (ihv%l BEENIOE pay by maviot factors in an °§ge
s of the available data would be likely eed
Unions yepe denied arbitration, Whenp e i delts
ached, outside veriods of " o%’;sis
2 agreement on this PATy
Urance that arbitration

lo
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It is true that with the
of market factors the range within
ght lie would be wider than under
But there woulg 8till be
be to the advantage of the
ose the weakness of the unions!
ed this tothe point of

see the grounds on which (outside

atlon could logically pe denied
ened with the aim of avoiding

ment was not pPrepared when

b sess the validity of its

ce this would undermine in advance

€ir members in the way in

operate the system,

h P believe vt 1t would be necessary for the
SOMMNie s therc: v to r the unions an assurance that as
I on would be available except when

government
vart of suc
K2 ide"
moverrid

option involving a departure from
cedure which Ministers may wishto :
divide the process of pay determination
iependent assessment would be made
tes would be if these were determined
ifiable comparisons with outside pay
be subseguent adjustments to these
ccount of fecruitment, wastage, and
of forward manpower regu;remgnts.
These adjustment be subject to a stated limitation on the
size of the adj ent which the system pem]_.tted. The 5
wad justed na;'“rates based on outside comparisons wouldt eto
subject 0 negotiation and, in the event of disagreemen BT o
arbitration which could be sought by either side. But ar lthe
Yould be permitted onlv b mutual agreement (if at all) on
Bjustment to be made in the light of other rnarke‘cig&fég%!c‘a-ssim
s approach is elaborated. in ‘paragraph 70 below
of possible options,
D,

§l. There is, h
the normal arbity

two parts
what Civil Service
7 on the ba

Second, tt
"notional" rates to te
job security in the 1

Phasing of pay increases
—-2211g 01

%, I tpe past difficulties have arisen when ghe‘?sz\fz g£ line
Yrcentage increases for the Civil Service has beer generally.
th the "going rate" of pay increases in the e9°§gﬁucea in
. 12Ve consiqepeq whether procedures could be :,J;lem- But we
0@ g 27 System which would minimise this Pro rease necessary
tan See ng Way of ensuring that every yonn the'ngcbay is
1 appropriate level o iv"]‘.servmeniage verms,
the "zoing rate" outside in pﬁrCCivil Service to
Day oW the “correct" pay relativity of the d percentage
inopen 2148 there will be oresentationally awmai' out: of the
e o2 from tine to bigee e amount of smoothing

8 Toughs" can avoid these entirely.

17
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reason Civil Service p

If : No bRt rates
ressed for a period ther]} a 1Sa c .%ng up" Drob] g
ated: in comparing pay levels pas increageg cony? tneyill
er,qué will have determined the rates whiop are 20t oMy
l:x. ;aid outside. If severe management Probleng ?tually,- &
S etrial unrest) are to be avoided then, as a)pe

indus Il‘-vice pay canmnot be progressively depresge
“.lvut;elsecm-e'a' succession of conveniently oy =
1i§§eases. Indeed, if a ilew 0;& S{:'tem Placed po e
in the past on factors other % an_gtr‘lct pay CO’"D’il‘lsOngh
are likely to be greater fluctuations from yeap To yoon
Civil Service pay increases than underq system spe
designed to keep pay in line with Ol_ltsvlde rates wi+
adjustments, If Civil Service pay is kept down yp
is high and recruitment is easy then

; 1t will haye
sharply when the recession is over and recruitment
difficult.

r any

[o}

fo ar,
. E e a?tlfic’
d m jg ;Cig

o

o)

3
e
5
e

aq
a Y ?J.l",'l-ue(3

ercens
Cent
re wa. 2Be

thoy
e

S€ mope ¥
1s more'ﬂore
In any system involving pay comparis
problem as was vnointed out in naragr
varagraphs 8-15 of Annex B. . Unadjusted to allow for this the
system will throw up "out of step” settlements which reflecy,.
"going rate" in pay settlements outside as this was running ot
months earlier rather than reflecting the current trenq, The 5
rractical effect of the present "uprating! procedures is to
bring Civil Service increases more into line with the vgoi
rate” and therefore to mitigate this problem but not to
it. In any case, as we have pointed out,
for this are open to objectio

65. e have considere
providing for full sca
iervals with simple ad
years, But the realism ¢
intervening years

64 on there jg

aph 19(b) an,

a "fine
d in

=)

the current procedu
n

d whether there w

ould be advantage in
le reviews of

Civil Service pay rates
noc adjustments in the intervening
the incre awarded in the

= € would inevitably determine how much of a
catehing un" provlem woula be stored up in consequence for

next full scale review and this approach only redistributes
oroblem and does not solve it, i

)

the
the

lusion that the only satisfactory
Vil Service pay rates are br_'migﬁj‘
increasin 1 as pos;zble Year by year to avoid sonj;nc i
Tointed out &Ly embarrasing "catching up" nroblem. Ax,,. u"wll
OUt in paragrany 19(b) this means that some way s

of ensuring that pay increases reflect 3.11@1
he tine of the onerative date of a Civi-
e allowca +, .e,';’fnt Sven S a period of retros?f?.g)e-ignj;-/
TUEE b8 Sufficientyy o Besentially, the systen:
ﬂs@mmhu\m@aﬂ%d to orovide its own .

~——200 for the increases which are thrown up 9/ —
C2TI0NS ok ano

SZ c()n the
A28V Civiy ery.
Ministers to e;fxgi

sure that i

27 settl

gof @
nt for

basig of
D
4

OUr analygjg

e
of the possible elem
2 system, ye I

Stions
now set out some option”

Ly
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roceed to fix Civil
ntrammelled "free co
greement with the

Service
llective

vas

: unions aboug

e determined and no srocedure

5 Of gotiations, But th would
have already saig about

> set out below assume that the market
ibed would form the basis of any new
etween the ovtions lie in their

cost and economie circumstances ang
ke for arbitration when negotiated

identified are as follows:—

h would set out the market factors
settling Civil Service pay

n for both parties to

factor into the negotiations
ould enable considerations of
eneral economic circumstances to
negotiations and the unions
movements in prices. The

with the arrangements for

vay and on other market factors.
be available only by mutual consent and
nces would be given about this;

An agreement under which the orimary determinant of Civil
Service o) rates would be the market factgrs of outside
pay cozwnrisons, and the position on recruitment ax_lde e
wastage assessed against the forward manpower Tequlr,’:‘!“
of the Service and reflecting its relatlve_;job security.
There would be provision for "override (eltt_\er in the o
agreement itself or in a separate understandmg) fo;oﬁjs.d
in exceptional economic circumstances. The unions hen
be given a firm assurance that, except in periods wwould
"overrige" wag in operation, access %o arbltrat%ox;.ould
10t be denied to them if a negotiated settlemen

not be reached;

etion ¢ <
cﬁ ?‘gree'“em under which the negotiating process would

ed into two parts:-

&  first, "notional" pay rates based ang\ﬁ;l%:
comparisons would be established. Thes

isagreement
Jubject to negotiation and in the-eveﬁo:f s
here would be free access o arbitration;

19
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b Second, adjustments woulg be mag
to take account of recrui_tme:w.t, “’aéta;e 0 2
and forward manpower requirements, The’ 5300 Sg, Tagy,
pbe made would be i‘.l{sgusse;} by man o .
unions and it would be subject tqo » Sy o
::1111;5 Bige, This atent bo exzvresgecitiéed 11m1ta

say, 5/ of the pay rate itself op one-ty{ t

increase otherwise Tue, (The ad‘lu‘?’tmeutir
his Iimitation would not be cumyi, b
Under the agreement thg unions would g
subject to the prescribed ll:ltutlon’ wen
the last word on this adjustment, p4 ; ("Utemq
there would be provision for "overrigen d
for use in exceptional economic circw,

nStanceg,

Option D

This would be a variant of the “two stagen
Option C. But the unions would not be as
themselves in advance to acceptance of the Governmens
adjustment of the "notional" pas rates based on But:fdi

a0broach op
ked to comniy

comparisons and there would be no Prescribed limjt on t}
adjustment which could be made. Instead, arbitration e

would be available f
pa7 rates but only

r use if necessary to settle the 1
mutual agreement, k-

- Under Options C and D it would be necessar
" PRUB in processing data on outsige bay comparisons Droposed
paragraph 32. Otherwise there would be a conflict of role
tween the PRUB and the Arbitration Tribunal.

Y to curtail tpe ok

mments

+. Ve have assessed these four options against existing
ns‘cerla; decisions and the objectives which we set out in
‘agraph 8. Option A would not need a specific "override"
Vision since under it any factor could be introduced into
> negotiations ang there would be no access to arbitration

i agreement. But there would be specific

:\émtgmtf‘or "Ove{'ride-v in the other thr;e optioﬁs- As we”
zragi:n ed out, if "overrigen had to be brought into o
e il frequency, then the agreement would collapsé

of looseness in a new system therebv
2l difference between a commitment ¥
: : g ¥ and "free collective bargeining':
ealisic 150 afEactice tried to set arbitrary &

ad
re I
0y arbitpats ual pa, j ces (and therefd
Otiations, ne % Temlar] g effectily
ter, no effective o 2red "ordered" system and for Pl
ive Mechanism fop keeping Civil Service !
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s necessary for the efficient management of the

ast, Option B would offer the best TOSDpe
o B:’.if“ﬁiamilﬁ'—mo“ld constrain Ministegialpff-zzdg; of
1t would provide an assurance that Civil Service pay

ﬂmoe"‘vgi'detcml“e‘l on an ordered and structured basig (which 2,

18 1O agement needs and the legitimate expectations of civil

et ma.n;l); If negotiated settlements could not be reached access

ser"m“;r;@lon would be available to resolve them without

%0 arbl_al conflict. The room for legitimate argument between

md"‘strlnldes would be greater than under the present pay

the twoh"system- But there would be a limit beyond which

,eseﬂ:taﬂm could not reasonably be stretched by either side
f;’;wennons would no doubt develop about the way in which

;mg \Cyamous factors should be taken into account,

th

5, Option C would give the Govgmment more room for manceuvre
7}«73‘:1 Stion although still much less than Option A. But the
F{ions-mght be unwilling to accept any system which involved
?hen‘ agreement in adva.nqe tp management in effect being free
té fix, even though within llmlts{ what actual pay rates the
civil Service should receive, Quite opkusly the prescribed
limitation on the extent to which "notional™ pay rates based.
on outside comparisons could be adjusted would be the key to
the acceptability of this approach both to Ministers and to the
unions. At one extreme to limit the scope for adjustment to

3% would pose no problems for the unions; to allow scope for
adjustment by 10% would give Ministers considerable room for
manoeuvre. The question would be whether there was a meeting
point between these two figures.

76, Option D would be more open-ended than Option C and not
very Tifferent in its results from Option A although the
fovernment would have to argue its case (except during
prerridet) on the basis of market factors. Since there would
w DO restriction on the adjustment which could be made to the
wnoﬁmnal" pay rates based on outside comparisons the unions
tzl; d have no assurance and no safeguard for their posnlgix .
t}lagufh.ass‘dr_ed access to arbitration. It would seem wﬁi’t ely
they i °T’t10{1 would be negotiable with the unions. Ul
\vou:Lamll)ght consider that their negotiating position unfer :ess
to arb's St’fengthened sufficiently by h§v1ngla nghtb: g.con
°“tsidé ration, if neeq be, on the "notional" rates ts:heir
Diljp, (oNPArisons. The agreement would nob restr:.:h
Subsequer oq 2058Ck as unfair the adjustments made to them
N M1y by management.

I
i;"ehTh:nreira‘giVe freedom of manoeuvre ayﬁlg?};:n tgetggre

Coret er each of these options wi e S
Seryjeeical than Teal. The Bimp;]).e necessity of paying thig Civil
manoeuerrOpel-"l"/ imposes its own limitations on freedom :
2t thes (auite apart from the effects of union pressurte‘;l T
forge, 3¢ constraintg operate regardless of the pay sys
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§ LIMITS

s we have not considered in detail the Probl
7;‘);_ {iem}il:c.‘&’:eWith the operation of a new Ciyij Sg?vgg Teq
e der Option A some changes in procedureg Woulde ay §
e ;{Ele in order to give the Government mope roon be © SVoty
e u,re in its handling of vay negotiationg, % for
T“;?iﬁ‘s B, C or D were to operate Successfully, yi. 3,19”"."1'
\,)S}‘l 1imi%5 were fixed would have to be Sufficiently ay §
cas flexible to accommodate the results of applying t;ealls
95:(5 cas:h 1imit could not be set in advance and useq e ¢
the outcome in terms of pay ratef- It could be used, hoparr

| the light of increases in these to Secure conseouent"aeve
adjustments to the plammed volume of spending, There l;a}
number of ways in which cash 13‘{?11t procedures could be a4
to provide more fle)_(lblllty. The 59?78 for this in relat!
the 1962 Civil Service pay settlement was considereq
on 14 April and its conclusions are relevant to
arrangements.

Onoyy,

0 cont

ol "
r
ot

Y Cay
longer tery

OPZRATIVE DATL

79. To ease this cash limit problem there might also pe
adventage in some change from the present operative date of
1 April for the Civil Service pay settlement. An earlier date
would make it easier for the cash limit to be fixed realisti
in the kmowledge of the outcome of the negotiations or at 1e
on the basis of a more accurate estimate. But a date which dig
not synchronise with the start of the financial year would have
some countervailing drawbacks., 1In assessing the case for a
change it would also be necessary to consider possible cha
to the vresent "uprating" procedures (see paragraph 19(b));
the impact of any change on the pattern of the national pay
round. (ilinisters will shortly be considering the case for
and against greater uniformity in the date of public service
Za;r_settlemgnts.) We haye not had sufficient time since
cabinet's discussion on 14 April to reach a firm conclusion
on the question of the operative date. But it can be further

$ramined in the light of Hinisters' views on the other propoed:
in this present revort.

"NO STRIKE" AGREENENT?

80. e n i
% 5t ave concidered wheth ay eement £
Civil Servie er a new nay agr i
. € could be 1t e! commitm!
the wnions, traded for a '"no strik

81. In arinei
1 drinciple
are difficulties
could ge €Xxvecteq
e

or the
nt Of

; t e
_the idea hag considerable attractlonsiggs
10 it. The only basis on which the.;ﬂ yeao!
o Yo consider surrenderinz their SEILEY ot
impose n ot SPROINEE aaginande That tro Goveranent Cyithout
Tecourge b ciiiements on o “cash limits basis” and WO
Lines yhicy gl ¥8%on, This would mean a pay 26reeRit m
iould haye tthe Government may not be prepared b0 co?:ir ey
Yeasonabla Hagi L tHE Criteria of the unions £oF & Ted 10 4
£ comni tneng 29T 88Sessing Civil Service pay COUPLedcess
ment by the Government to accept unilater
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ns would regard themselves as
nt failed to implement the in
ment or from arbitration or if
Some of the unions

free to call

creases

: arbitration

mlght be tempted to
limitation on their

rike" agreement issues connecteq with,
5 or grading.

so be practical difficulties in ensuring

d deliver their side of a "no strike"

ast resort they are not in a position to
of their members. Any agreement would
rest on an undertaking by them not to call
ndustrial action, to use their best endeavours to
wert or to halt unofficial action and not to impede management
ave;:iq, sanctions against any staff who did take unofficial

in using €

action.

83. \hen Ministers considered the introduction of a ‘'no s‘prike“
,-eement in the Civil Service some 18 months ago they dgecmed
a.:; to pursue tle question of any general agreement of this kind.
g‘at circumstances have changed w:.f,h the collapse 9f the_present
Pay Agreements and if Ninisters wished to re-examine this
possibility in the context of a move to a new pay system a
further and more detailed report on this could be vrepared for
them.

INDUSTRIAL CIVIL SERVICE

8. Ve have concentrated in our study on a pay system to suit
the non-industrial Civil Service. Bub we believe that the kind
of arrangements which we have put forward could, with advantage,
be adapted to suit the industrial Civil Service as well, A
‘evamped PRUB might have a similar role in the provision of data
for the negotiators which would need to take account of the
Tecruitment, wastage and job security position of industrials.

HATIONAT, HEALTH SERVICE
85, fle were asked to consider whether the arrangements which

o MUt forward for the non-industrial Civil Service might be
Pended to the Nps,

8 : .

lf;s Ay arrangements covering the Civil Service wz.llergglect
avoigin CiTCumstances including the special mportaftlcal

Govern8 industrial disputes within the area of centr e
ingusincite  NHS staff are fundeamentally different fro & by e
Gov&:};l Civil servants in not being directly ;?picggst other
Mblio cove The NHS is, however, distinguished fro

by tklxe Dyevices in that’virtually the whole of the §°Ste;:e:3§ng
fiL1 SepyiodUer; and this must be the main reason for exteni:
wovice arrangements to it. It is, Of course, eriun
®Stap) i uid D€ great practical amd political adventag

Shing arrangements for handling NHS pay
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; L inimi the risk of
A which would minimise induggpy
Thin "owever, is true of man%’h“i}fg parts of th?p &ty
This, it perhaps applies to the with Particy b, g
ore so because of the public sympathy Commangeq fores
the MO taff groups concerned (eg nurses), T 5.9 by b oy
of thghere have been long standing links bet
that NES staff groups and that of the_CiVil
is"g?;al"sing the comnection would not involve

new principle.

87. There are four main groups of NHS staff:—

i
ween tp o0 the o

Service, 223! op
est"blisrun;h:t

: about 150,000 who have m_the past hag :
:'ith the civil'service, eg administrative, cfi‘y Llrikg

e
scientific staff; ical gy
b. about 230,000 staff who have links With otpep
groups (eg ancillary staff who follow local authorit
pay; electricians who follow trade rates); v

Ce about 460,000 staff who have no pay links,
eg nurses, professions supplementary to medicine ang
ambulancemen ;

d. about 83,000 doctors and dentists whose pay is
covered by their Review Body.

88. It is primarily staff at (a) and (b) where the kind of
arrangements discussed in this report might be relevant, They

migl(xt)prove also to have limited relevance to some of the staff
at (c).

89. In principle those at (a) could have their pay determined
by & similar system in a number of ways. First, the same
approach might be adapted to the role of "market" factors but
separate data be collected for the Civil Service and NHS
negotiations. This woulg be a costly arrangement. Second,
both sets of negotiations could make use of a common data bast
of information collecteq from outside. But this would be
Rigny ocd independently in each set of negotismtions. ThiS

Bight be an wmecessarily o edure. Third, the
NES negoyiation S Yy cumbersome proced

g’;:aﬂgb be rity position of the two Services. For comos ¥,
necessar - o0L€ In either the second or third option $he
applied in thea;lgggxtis wg‘a‘hnS structures to enable

90. There would A as
collecte, e similar possibilities if data W
his 1o peiT, e industrial Civil Service in making

to be
use 9

(v)

e X :
Drovideq thgtl':h:et:lmg the pay of the staff in grolﬁacemenf

Staff concerneq d ee the re
ing pay linge, PR se

of theip exist
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= ifficult problem is presented b ou;

e most % nurses who are a very large gryogrp (5e§§)03“d
1. 3 cular bY i er
9 P tic hose pay has hitherto not rested on any establisheq
ESO’OOO)EWCOMIWCC agreed last summer that the Nurses ang
pesis: “initley Council should bt'a invited to consider possible
ind"”V?rms for determining nurses' pay, and their response is
;necha‘“l" Nurses' pay has substant;a.l repercussions on pay in

iteds a whole, and the establishment of agreed arrangements

the NHS 2° neir pay, if one could be found, woulad be of
fo lar value. It might be necessary to seek for a number
parbiChy e broad comparators, though straightforward job-for-
of P°551a_rlson is unlikely to be practicable; and it is
job 90]{2 that some of the data collected under the Civil
porsji?e arrangements might be relevant.
Se:

However, we think it would be premature for Ministers
92. of der the arrangements for settling NHS pay until
to Conilprogress has been made in considering the approach
é‘iﬁg:ers want to adopt in the Civil Service.
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SUNMARY
93. In our report we have reached the followin

g Conclusion
8t
1 a Civil Service pay system should haye three i

3w
objectives (paragraph d):

i,  to establish pay rates which enable
both to recruit and staff in the quantity he Gover,
ouality required and which can be defendéd of 4

to public opinion and to civil servantg; = Teagonyy

ii. to meet management needs as effectivEly =
vossible; s
iii, to reconcile the ultimate resp
Ministers for deciding vay levels w
minimise industrial strife;

onsibility of
ith the neeq to

b, the primary determinants of Civil Service Day rates
should be the market factors of outside pay rates taken
with other conditions of service, and recruitment ang

wastage assessed against forward manpower reguirements

and reflecting relative job security; (paragraphs 12-28)

e comparisons should be based on outside vay rates on
the basis of'whole job" comparisons. These rates must be
adjusted for vhe relative value of pension benefits and
differences in contribution levels (taicing account of
decisions on Scott); differences in hours and leave; and
"fringe benefits"., The procedures for assessing fringe
benefits should be reviewed. The field of outside
comparisons should exclude other public services under
central Government's direct control but should include the
trading public sector and looal government; (paragraph 16)

. the "median® of outside rates remains the appropriate

Starting point in assessing these rates for the purposes
of negotiation; (paragraph 18)

€. two important changes are necessary in the way
comparisons are made (paragraph 19):

0., the field of outside comparisons should be ?;
fully revresentative as possible, including & fz
Tange of private sector firms, with a wider SOT
in terms of size;

ii.  the present method of uprating should be

abolished, Some alternat4 ts will be
R 4 native arrangements ed
zfxqthrEQ but a final decision cannot yet be reac”
ese,
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more use should be made of information on

much U nd voluntary wastage in the Civil

Z Servi
[‘CCY‘UILT(CE;.CY‘O to the extent that data are availablegeas
(and els in pas negotiations. Forward manpower Teguirements
4 factoﬁti.v, " job security should also be taken into

and re} t is not _:;of;f;xole to devme'a formula which
accOule . Cate an objectively quantified way what

would chould be made for these factors in determin
v 3 'algﬁough it might still be possible to put a
rate “the allowance that had been made for them in

iggfations)? (paragraphs 12-27)
ne

ing

pay

wghird party" organisation should be used to
g outside pay rates and on recruitment rates
tage outside the Civil Service;

use the Pay Research Unit
Research Unit Board as |
he way the data are produced. |
rom outside the Civil Service
1dividuals of the necessary stature

l its directing Board; (paragraph 31)

o
o
(o]

itself should have executive
earch Unit's work and the data
collection proces ts role could, with advantage, be.
extended to include the processing of outside »ay data in
accordance with the provisions in a new pay agreement;
(paragraphs 32-33)

i in future

internal relativities are important but they shi)uld
ue to be a secondary rather than a primary factor
in fixing Civil Service pay rates; (paragrash 36(a))

k. the question of introducing more geographical
variations in Civil Service P rates should be discussed
with the unions as a later and separate exercise;
(paragraph 36(b))

are considerable difficulties in decgntrajlﬁsay:m
/I neg from national level: but this §°36 (cl)))
as a sevarate matter if desired; (Daragran

e
roductivity bargaining should not be lmroﬁlilse%e

by 3 G & = 3 s

° the non-industrial Civil Service but it sho ;

e clear : that any new pay SYSEERILS

+ ss to co—operate fully ln6%é(;)
ss to :
{ efficiency measures; (paragrash 3

Under the first both the Goyeng‘ggzgo:lngf
uld accept limitations on their fr h would
erming . SPecifying the "market" factors whlccmd
there oo, 01Vil Service pay rates. Under the secor

s 3 argaining";
3 1d be areh " ollective barg
oz o, 39 in essence "free ¢ 2

Aounent 1,
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no Government can commit itself ab‘701utel\
any pay agreement regardlegg of o7 to
1 be a need for an "overrjigen 5 03}{‘;;”13%
eement leaves the Gover:_mcnt free e:loidlon w
5“““5 fnctor» of cost and economic er‘c‘“":t,.«nce,f,’("%
T‘.imn‘ﬂ hs 44-51) 4

mpl
there

to

! wader nding about access to arh
be a condition of ?:1 eement by 1)@19 wiions to

par arrangements;

5

it would undermine the utility
system designed for the lor
;‘0"ei‘1;1 was not prepared to in
Governm T

when made; (paragravh 54 )

Q.

I th
trat

bi+
er term j
lement arbi

e
ion g

Wapg,

r, there is no way of ensuring that Civi] Service
ncreases will always match the "goin rate", Ty, o
oach is to ensure that Civil Service ay rates ar;
brought un to date as far as t')ossibje year by yeap o
avoid storing wup an increasingly emoarrassing "eatohing
up" problem; (paragravhs 62-66) €

i

S, the four main options for a new Pay agreement are
(varagraphs 67=T7) -

il Ontion A
AL

A orocedure agreement setting out market factors but
leaving the way oven for any other relevant factor to
be introduced in the negotiations. Arbitration would
be available only by mutual consent;

ii. Option B

An agreement under which market factors would be ?
orimary determinant of Civil Service pay rates w
provision for "override" for use in exceptional b
economic circumstances, A firm assurance that excent

during "override" aooess to arbitration would not 08
denied;

iii, Ontion_C

; 0
An agreement dividing the negotiating process into
parts.' "Hotional DPay rates" based on outside free
comvarison would by subject to negotiation with L:n‘i of
8ccess 0 arbitration, Ad justments to take azcg
Other market factors would, with the agreemen sion
e Wiions, be made by management after dlsc‘fls'tatatm
vfluth them byt would be subjgct to a stated 1%m;
oy STTS Of gige, There would be provision 200
Overrigen: in excentional economic circumstan
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rv. OtionD

part" procedure of Option ¢

d be no prescrived limit on the
could be made to the '"notionaln
omparisons; and the unions would not
in advance to accept the ad justment,
tration available to settle the final pay rates
"oy mutual consent;

scussion on 14 April of ad justments
flexibility in the cash limits procedure
term arrangements. The case for a
ate of Civil Service settlements
1ed in the light of that discussion and
his report; (paragraphs 78-79)

v agreement for a

ive in orinciple but it has
ice asked would almost
rament would be willing
iled report could be made if Ministers
5 80-83)

could with
Service;

ure to reach decisions on the
hese arrangements to the NHS
be anplicable to certain groups;

249

CONFIDENTIAL




CONFIDENTIAL

ANNEX A

oF PAY FACTORS SUGGESTED TO E COMMITTEE BY CPRS

3157 . ; !
ing factors might bg 1nclu§.ed in a new formal

e £°1lg‘gtermi“a“°“ of non-industrial Civil Service pa;:’rstem
xgup g 820N
: 1ink with private sector: eg the earnings and othe
ondifions o service QEAPeople with similar qualifica.tizns
Cl1s and responsibilities working outside the Civil ¢
gervice, taking account of pension contributions and the
nature of the eventual pension;

= j_t&)_s_?%u_r.i_gl : eg the average number of days the
peoplé similar to (a) were unemployed in the previous year;
¢. recruitment needs: eg any shortages in the Civil

Service of particular groups of staff, nationally or
locally;

4. par above longer-term market rates: eg any glut of ik
unemploved staff of particular groups, nationally or )
locally; 2

e. future demands: eg any increase or decline in
future demand by Government for particular up:!
because of demographic movements or because of cu
decided on by the Government for economic reasc

affected would have their future pay amended
factor to take account of the need to attract mor
fewer recruits in future years; =l )
1y efficiency: eg changes to take accoun
gains in efficiency, such as when a better
achieved by fewer staff as a result of n
equipment;

8. keeping in phase: eg special
the case when a rapid change in the
a comparison going back as far as a
the "going rate" might then be th
ﬁ drocedure for getting back to

8oing rate" turns out to be misl
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ANNEX B

S o]
oy COMPARTSONS
12, ot comparison
W i comparisons with i

o system FSlngh ‘%h Aw1 outside pay rates it is

to consider how these can best be made, The method

arybeen used by the present Pay Research Unit is based on
Sob comparison”: ie looking for jobs in the external

ns whose functions and responsibilities taken in the
closely Slmllal‘wt(? Civil Service jobs, Ve believe that
ound 2 eroach is right. While there may be problems at more
thi® “levels (most of which are covered by the TSRB) and in the
seni of some of the smaller and more specialist Civil Service
cazges it has not been difficult to identify with some confidence
sgrultable analogue jobs for the main Civil Service grades, ;

The alternative method of comparison by "factor weight" on
the lines emplo red by some management consultants builds up
wiob scores" by assessing the various component parts of
gifferent jobs and drawing an equivalence between those with
similar scores even though thg work content and mix of factors
in the various jobs may be quite different. We believe that
this is a more subjective basis for pay comparisons between
gifferent pay structures (as opposed to the fixing of internal
relativities within one overall structure).

: In addition, in making comparisons of pay rates the necessary
adjustments need to be made to reflect differences in other
related conditions of service taking account of the different
grading patterns and career progression of staff in the Civil
Service and in outside organisations.

Adjustments to pay rates

4. Any system for comparing the position of groups of staff
in terms of remuneration must look wider than pay rates alone.
iie believe that under any new system (as under pay research)
comparisons must be made on this basis. There are several
aspects to this:—

a. Pensions

There is a need to take account both of the reliativ? ratue
of vension benefits and of differences in contribution
levels. The aporopriate deduction for the benefit of index
linked Civil Service pensions is being considered as part
of the follow-up to the Scott Report. But it would be
wore difficult to ensure an appropriate deduction if there

nwere no formalised basis for quantifying pay comparisons
Athin the new system.
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o Hours and leave
. Hours = ————

i ions have always ap
The Civil Service union YS argueg
fgm should be negotiated separately ang dlzgﬂt hoypg
surposes of pay comparison. There is no J'usti;- :‘ﬂ
this approach and any new system must congjp. Lcatig @
account of differences in hours and leaye as ‘cheo t

one does. Pregen;

o ninge heneriis

The present Pay Agreements provide for the o

éf the value to external analogues of compag;"gle_i‘mation
travel and discounts, free or cheap mealg and 1 S, freg
vouchers, Other benefits such as cheap loang “gcheon
BUPA subscriptions and help with children's equpa; O ee
not precisely quantified but are admissible ag parioR @ '
the final stages of negotiation. Fringe benefitg
much more widely now even than when the 1975 Pay
was prepared: they are a familiar method of cjwd
in the private sector the effects of incomes DPolic 7
benefits are only of significance in comparisons d“r/z'av e
SEO/Principal level and above (ie less than 208 or o &
Service) but it would not be possible to argue that they
should be disregarded in any pay comparisons which y
There are both advantages and disadvantages in quantifying
fringe benefits as precisely as possible. i
necessary to consider in detail how they should be handled
in any new pay agreement and the way in which the benefits
should be assessed.

are ygey
AgTee:nen;
umvent ing

Fields for comparison

5. It is important that there should be a consistent approach
{c{o 'phe'flelt_i from which outside comparisons are drawn.
t:s.r-w.’uons in the coverage from year to year would be difficult
o defend either to the public or to the unions.

6.  The aim of the present .

‘ ts is to

obtain adequate evides .. . P2y research arrangemen

ESoh §5 Tevresentapin pory” Sv5, D2id for comparable work

1S is appropriate) ang in the di i 1 1
EELOL : e distribution of analogue

ts:zgge;x different industrial grouping;. &h;‘le this aporoach

of the :e‘{:c:gobe broadly right we have examined three aSPSCtS

eriticigm~ " °f €xternal analogues which have attracte

& Public sector

Th d
beeeiﬁiﬁﬁ SePOrt recommended that the public sector Si%%
Densiong oo 1TOM the fielq of comparison for both pae Was
8 Tisk of niroseS: Tt suggested that otherwise ther

e o0€ "circular comparisonsw, Some L
Sely. vions do indeed follow Civil Service
Vice apet POdies with girect pay Links 10 i
compar'e ready specifically excluded ne NE

*S00 in pay research as are also b

ates

2
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civil f the country's largest e
s one O £est employers the

"?utv;lce pay rates, however these are determineq, agévilgiund
"crinterem large employers in all sectors, public ang
2?1‘/&1"9 alike. In its turn the Civil Service needs to take
account <

¥ i
&26:25 organisations and to exclude them entirely would
;r ably nrovme»‘an unbalanced basis of comparison., Indeeq
thgre is every 1}xgllhood that over a period of time
including the public sector would not push up Civil Service
rates but wopld rather have the reverse effect. We think
that the right course would be to exclude from the field
of comparison other public services under the direct control
of central Government but to include both the trading public
sector and local government. 3

b. Private sector comparisons

The pay research process has been criticised on the grounds
that it gives undue weight tothe banking and insurance
sector (which tends to be high paying). But these
employers are in the market for the same type of staff as
the Civil Service and some account of this has to be taken
if a valid assessment of the market is to be made. A
complementary argument is that the Civil Service does not
at present take sufficient account of sectors where nay
rates are lower, especially the private manufacturing
sector in its present difficulties. We believe that it is
difficult to argue that any important areas of emplo/ment
should be deliberately excluded from the basis on which
the initial vay comparison is made whether this may push un
or nush down the basis of the comparison in any particular
Jear. Clearly there would be no possibility of any
agreement with the unions on an approach which deliberately
regulated the external field to produce a biased sample.

Ve believe that to be defensible comparison must be based
on as fully revresentative a sample of outside emplovers

88 can be achieved.

Co Size(txne of firm

This 1inks with (b Priestley Renort recommended that
nay comparisons éhc))ﬁldle-‘: made witg ugood emplovers" with
e Structured personnel and pa; systems aad of a ’
irasonable size. It made it clear that it did not define
Iﬁg "good employver' as one offering higher rates of pa‘g.
haeted work commissioned by the Pay Research Unit I_soa.; I
a_;s fo“r}d no correlation between the size of argann.s:a.f:_\ol'1
‘IaQ Sheir Pay levels within the present pay research 1; 5
i:one’chelcss we think that if comparisons are %o be_“oasle;
thg & fully revresentative sample of outside er;plo;ers 7
op_0N€ Way should be found of including a wider sore
TEanisations in terms of their size. e recognise

3
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that there may be difficulties both in decigy

(lln
structure of a more extended sample ang o 18 on -
firms with sultable analogues. The Sm&llerr%n ng s;
greater the likelihood that a person is g he £y = aly,,

= 3 Y 'y
range of tasks spanning several job 1evElSI’}§yec} < atl}e
Service terms. But some widening of the pygnCivil = "id

possible. 1d g

7 It will also be'importgmt to ensure under

that the basis on which Civil Service jobs ape g{ ne Systey
use in the comparison process produces a el :Cted o
and properly weighted internal field, b esentag;

Problems of timing

3. Any pay system which includes comparisons o
(whatever role these comparisons are to play) in
problem of ensuring that the comparisons are as
possible. This is particularly acute in periods whe

are changing rapidly. The Priestley Report recognj_sndpay Tates
need to find some way of dealing with this Problem ie vhe A
on the overative date of Civil Service pay ‘settler;]en?sdecldlﬂg

£ pay ley
Volveg th:ls
UD-to-date

9. There are two distinct ways in which the anal
may be out-of-date. The first arises because the g\g]‘iage;?zes
collected as the basis for comparison of pay levels has to

that period some of the outside rates will be due j
e for nt

;“ﬁd the comparisons should take these increases into a:(d}.gl;;t:r'ne‘
ey be called the "latest rates" problem. The second
Bameﬁﬁﬁ ::l:;s because some 01 the outside rates, although in
Been fiees e time of the Civil Service settlement, will have
in the nearug %o a year earlier and will be due for revision
settlements buture. To that extent any Civil Service
outotean fas(-:d on such rates are likely to be generally
oroblem,  As ﬁmhthe start. This may be called the "fime lag"
the present anpens, most outside organisations used

1 DAy Tesearch survey at present have their pa-

settlements ni
the Civil Seﬁ\::?ceel?onths or more before the date of that of

10. Before 3K £ )
(ie backdatin?ghzh; first problem was covered by retrospectiol
vhich the neg"tiatj_oncrease to an earlier date than that on #
208Sible £0 bage tne serclC 2Ctually concluded). This made !
vihich were a‘c_':ua__l.lvgsettlemem; on information on the rates
ﬁf the Civi) sewiéelg %)a'/ment outside at the operative date
OWever, make any adjusngizmsnt:'alHEtTOSpeCtion dig nﬁtproblem-
0 de i ntime lag
desi, The pregent "upratingn SR the yere
backdgnEd 0 meet poty, olE) Drocedures introduced in 1977
1o to 1L08 OVer g pep ocCPLems in a way which avoided
by the cTease acv OF months, "The method adopted
be “ee percenta,ge ¢ ual outsige rate derived from pa’ ;;e veri°d
Produceq v PSTative Soy.n fthe Retail Price Index Vel
1t ang tpe date of the outside settlement W:
Of the Civil Service settlement:

4

CONFIDENTIAL

na.me

CONFIDENTIAL

ould be general agreement that any reliab s
heri‘s‘o’g of pay levels must deal with the "lates%er;{;ﬁﬁm
P év pasing itself on evidence of the rates actually i
nleg DY the time of the Civil Service settlement., <
n
more arguable whether it is right to make any
r the "time lag" problem. Any ad justment i_v‘ivolves

’

13: 2R ;
allowe degree of anticipation of the next Pay increase

inf!

rec

analogu
seriod of

con
for
are
bas
rab.
was

14.

15,

Zree

pne analogue; and making an assumption about the ley
t?ncrease- It has been criticised as inflationary, eéut
ad justment is made then. rates based on outside pay

jon could quickly become uncompetitive again in berms

n
0 ide market. TIn addition, civil servants would

0
rmat

uts . 4
of the © s pay over a period of time than did their outside

ive les i
el'ees since they would always be "in arrears". QOver a

some years the differences in earnings could be
siderable., However, even if the argument for some ad justment
this factor 1S‘accepted the presgnt "uprating" procedures
open to objection because of their reliance on adjustments
ed on actual forecast movements in the retail prices index
ner than on pay movements. If any "uprating" procedure
retained this would in our view have to avoid this feature.

Wle have examined four possible approaches:-

a. to refuse to take account of either the "latest rates"
or the "time lag" problem;

b. to take account of both problems by retaining an
"uprating" procedure but in some revised form which avoids
reliance on price movements;

(3 to take account of the "latest rates" problem by
allowing a veriod of retrospection in the operative date

of the Civil Service settlement to enable up-to-date
evidence to be used (ie in line with the pre-1975 nractice).
In addition the operative date might be altered to bring

1t as close as possible to the date of settlements for

the majority of other employers in order to reduce the
"time lag" problem; 3

d. %o avoid any formula to deal with these factors in
& prescribed way and instead leave them for negotiation
detween the varties on an ad hoc basis.

i€ Tegard (a) as an wnrealistic objective for any system

Tis,1th the unions (and it could certainly not be pursued

hay,
fro
vale
iny
Sat

{e)

Sco
re).

Both (b)tgr (e)

ir diffisulties, (b) would be open to objection

e acgse Who believe thai(: r)xo adjustment should be made %o

olye ot Of the "fime lag" problem and would probably

i8faer e form of linkage to a vpar index. No entirely
gtory index for this purpose is at present availaole.

Avolve the reintroduction of retrospection wh:.chthe

% fon s Trequent in major var settlements outside; andthe

Aiong, . Change in the pay timetable also depends on

"D between fixing pay and cash limits and on other

= chFESS in the event of arbitration).
T th,
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; i tions of the impact on the patt
e co?sidzﬁy has attractions if the ajp isei‘f,‘ Of gy

round. | oeuvre in th C q y. P8y

: more room for man € in the negoyy, ind y,

;?ggd;:";:gw be adopted if no satisfactory fOrm‘ﬁZlgg: ;{: of
be

found.

Point of comparison

5 is necessary to decide the point in the r
10.' rge; which should be used as a reference p°iartlg§_n°f-°“tside
§2“mce pay negotiations. The point taken noy in 1jp Cwn
the Priestley Report) is the "median" rather than the o Mith
Where large differences exist between the highest ang ilverage_
ers and where the distribution of rates jig asymmetrowwc
Eﬁﬁ use of the median prevents a relatively few, ang ic
untypical, rates (whetﬁg{ these a.r:hvery high or very
aving an undue influence on € comparison pp
gzghlelr waf', it ensures that the comparison ig drﬁ,,ﬁciis- Pug
of "the middle ground;'.d Ii{nder any newfsy:;em pay COmpari:;g:
111 have to be adjusted for a range of other factors,
vtviese circumstances prov%ging that tﬁg 1t:;u'!:sige field ig I
truly representative in € Way 1n which we have gy est
thinly: it would be preft_arab]_.e to accept that_the "megigannegsw:
reasonable starting pomt in assessing outside pay rates fop
the purpose of the negotiations, including the impact of other
factors. As now, both parties could advance arguments about
the validity of the "median" on particular occasions if the
pattern of outside rates proved to be an unusually erratic one,
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