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STANDING COMMISSION OF PAY COMPARABILITY

Report by O0fficials

s S ave now studied th irs \ o -
officials have LOwW s the first two reports of the Clegg

Co:ﬂissmn and
i possible future developments.

ffer the following

general appraisal and comments

9, A detailed commentary on the techniques and judgments in the

tyo Teports is given in Annex 1.

3, Generally, the Commission has done a skilful and competent job
and it was a considerable achievement to complete the reports,

with unanimity, within the limited time available. The approach

t0 comparisons is as rigorous as possible: union arguments

against this were roundly rejected. Where short cuts were taken

they seem to have been sensibly conceived and unlikely to have
iistorted the results at all seriously (with the possible exception
of the way in waich a "trend-line" has been used to match their ’
findings to the existing pay structures). Comment is made at several
Points on possibilities of future improvement of techuique.

b as additions to the interim increases already agreed in

February, the overall recommendations ave inevitably expensive given

the legacy of past pay policies, though less sO than some other

Sindlar settlements. It is impossible to tell whether they

o @ Tetter deal than that waich might have PR achieved by r
trecy negotiations in the circumstances of last winmter. They do
O'eVer £all a long way short of last wimter's union claims, and
are Welcome 4o msnagement in their structure: relatively low 1

Z"I‘eases for the lowest paid and least skkilled, with mucr(1 hzgher
Teasag ful structure (an
igh . Such a help
gner up the scale uld hardly have |

{ndeg
1 the pe e ough staging) Wo
duced initial cost throug of last }

oy I ; unmstances

Spy npgos%ble tgrough negotiation in the circ 13-:\\ 2
e, LS unions in future to

T it will be difficult for ,

thy ; oy T
llenge the carefully and clearly argued pasis of the Clegg
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+ions. Details of the actu: )
recom‘“endal’m“‘ pexa T the actual cost and of the way in which
_ rivanced are dealt with 3 J v ¥
i aight be financed are dealt with in a separate paper by the
i r of the BExchequer (E(79)33).

e 110
uh;.nce

b the Commission is aiming at the highest

riously achieved in pe - 3
gtandards previously achieved in pay determination based on

officials judge that

14ty (e g .R.U. and son L8
comparabkllts« (e.g. P.R.U. and some Prices and Incomes Board work) ,
a willi

gnd ShoWs ss to explore new ground. There are however
juree areas - notoriously difficult in themselves and in relation
40 the comparability concept — where the Commission has made little
or no advance. These are: efficiency, job security and similar

qnquantifiable considerations and labour supply and demand:-

(a) Bfficiency: the Commission was very much alive to the
importance of relative efficiency in work. Shortage of time
was obviously a major problem, but they did dip a toe in the
water, by drawing attention to a number of artificial

practices of bonus and other payments designed to enhance

pay rather than to reward additional output. It would have been
more helpful if this could have been more fully treated

and if the recommendations had been made in some way conditional
upon appropriate changes in practices. It would evidently

be well worth encouraging the Commission to develop the

subject in future reports.

(b) Job Security,Etc: while acknowledging the possible
importance of such factors waich are difficuls or impossible

to quantify, the Commission does not try to take then into
dccount, merely commenting that no method of quantifying

them has been suggested (nor indeed has any such method been
used in any other form of pay enguiry) However the real
Question may well be, not whether any mathematical formula

°an be suggested and validated, but waether & body of i
®Xperience such as the Commission, speaking as e it st
authority in the field, can survey these factors and make

: : applied
tts own judgmental valuation in a form o it :;aizg
9 rateg ; d be an innovation, €O
of pay. This woul ice/PRU analysis

Yith what 15 done, for example, in civil Serv
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although it is

nd negotiation, although it is worth noting that Lorad Boyle
o 4914 o o . -
. ports to reflect judgments of this kind in nis Top Salary

reCOMeniiLt:ﬁ.om.

(c) Labour supply and demand: it is disappointing that the

Commission, although explicitly accepting the CBI view that
evidence on labour supply should be used to check the
gcceptability of the comparisons, does not appear at any
point to have applied this check, even though the employers
of the major groups argued, and presented evidence, that they
could generally recruit and retain staff without serious
difficulty on existing pay and conditions.

If, as a majority of officials suspect, there is at least some
substance in (b) and (c) above, the implication is that the
overall recommendations msy overstate what is needed Yo balance
the relative attractiveness of work in the public services
under reference and outside employments. To extend a comparability
study in these respects would, as already indicated, be an
innovation, but if comparability is to be used, there must be a
strong case for extending it in this way, and the Commission
should be urged to do s0.

Scope for Negotiation

6. Before turning to future possibilities, an
Wst be ‘made on the nature of the conclusions which the Clegg
c°m~’ﬂiBSion was required to reach on these first references (and on
ers with which it has already been charged, except teachers).
The Comms g1 op was required to make final reconmendations on rates
o pay, which unions, employers and Government had bound themselves

i :
L advance 4o accept. This contrasts with the PRU procedure 1n

G
it\lil Service negotiations, in which the reporting body confines .
Self o

of
0 fact-finding and leaves the settlement of ratescommf:ion
s © Degotiated between employers and unions. The Clegs M
ate in their first report that they would have preferre

alt
frrative Procedure.

important comment
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guirement to make fin PO
7. The requirenent to make final and hinding recommendations hag
the o ian iy B
‘mpoftant consideration in
i

Javantage of avoiding subsequent argument, and this was an
the special circumstances in which thisg

ap of references to tt g issi
i group of references to the Clegg Commission
£

however, employers and unions would

was agreed,
In general, prefer to have
some SCODPE for negotiation in findings, and officials would
strongly support the preference for negotiation as a general rule
(a0t necessarily excluding occasional exceptions to meet special
circumstnnces) « Apart from the ddvantage of giving negotiators

gome scope to exercise their skills and to make allowance for

factors best known to themselves, there could be two other advantages:—

(a) The process of negotiation could Provide an opportunity to
horse-trade over adjustments for the factors mentioned in
paragrapa 5; although it must be noted, first, that these

do not at present significantly affect the outcome in Civil
Service negotiations, and secondly that it could still be
very desirable for the Commission to offer findings and
Judgments.

(b) It would be reasonable to expect that a fact-finding
report would leave a range of a few percentage points within
which negotiation could take place. This in turn might give
scope for the severity or otherwise of financial controls
from time to time to be reflected in pay settlements.

5. 0fficials accordingly recommend that consideration of any future

"k by the Clegg Commission (apart from references already agreed
o the Tecommendation bazsis) should usually be on the basis that the
°0mm1531°n would present findings as a basis for negotiation, and
it fina) Tecommendations. The process would require some framework
Seenents a difficult matter on which there is a good deal of
"Xperience already in relation to Civil Service negotiations -
r: ::Fablish the basis and limits of the negotiating process in

o0 to the facts reported.
P

Wsible
Fug w —Term e
M])_evelogmenta. Short-Tera i BN

Te is no ground for stoppilx:g the further WO
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L T RER————

has already been charged,

¥ Commigsion However, some of the
3 g waich the Government has in relation to the first two

ommeﬁt- . 3 3
could with advantage be conveyed to the Commission, to

4
,gpol‘t 8

mfluenc
{0 012

Sasy” ann acl ;0 the outsts
e their approach to the outstanding references. We revert
later in considering possible Government evidence.

o, Taere may be a few — generally speaking minor - candidates
for sdditional references to the Commission, which can be seen
;sa tail end tidying-up from the period of the last pay round.
g0 should be considered on its merits, and there would seem to
pe o reason why appropriate cases should not be added to the
outstanding worx of the Clegg Commission, without prejudice to its

longer-term future.

11. A more important guestion arises over claims likely to be

pit forward in the coming months for local authority manuals

and other groups covered in the first Clegg reports by recommendations

relating to their settlement dates of last winter. The idez: of an

immediate full-scale review by the Commission, with tae possibility

that they might improve upon the work already done, must be ruled

ot for lack of time. There are therefore two possibilities of

dealing with the immediate situation: one would be to leave all

these claims to normal negotiation, subject to cash limit constraiats

8 appropriate; the other would be to invite the Clegg Commssion

siaply to undertake a rapid up-dating of the evidence in their

trst report (a relatively easy task in which material would be

fathered by the Pay Research Unit). It would however also be

Possible - §f the relevant employers and unions were interested

In this ang the Government were prepared to agree, to set e?.tber

:ﬁv:::si two approaches in the context of a full-scale ang zl:p:;‘g;d
Y the Commission for the settlements due at the en

T early in 1931,

The choice will not be entirely in government nands. It is .
uthority employers

ho

anaught that the present disposition of loeal aWEBL E T

g 1 or most unions involved is to want to get bac‘f : form of
goti‘”‘iOn- They might not even accept assistance g

12,

lating op the recent Clegg findings, and could well be nostile
! 5
f (CONFIDENTIAL) ™
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itment o any new and fu o LS
commitme Y uller study by the Commission,

wt 67 might come to a different attitude i negotiations were

pin troublesome, and this Possibility could make it worth

weping T0€ option OPe“*’A From the Government point of view, the
selatively simple UI’)-d’ciltlf’f.i process could be carried out without
sejudice to the question whether the Commission has a long-term future,
;rovided that the Government were not seeking to force this technique

e L ogt Matc 5
she negotiating parties. To go further and accept an arrangement

on

fo
onsiderable step towards giving permanence to the Commission.

p further full review for next year would of course be a

e Longer—Term
e

13, The longer-term question is whether the use of comparability
can contribute to a satisfactory basis for defermining public service
py (it is understood that this is narrowly defined to exclude
mtionalised industries and other public sector trading bodies).

Some general arguments are considered under five headings below,
drawing on the lessons of the first Clegg reports where appropriate.

b, PFirst the objective which the Government would like Yo achieve
is a market valuation, reflecting general economic pressures and
secular economic changes. There can be no direct commercial test in
the public services, but a rigorous comparability exercise may
Movide the best available substitute. If it is to do so, however,
% mist not only cover the ground which the first Clegg Coumission
LepOrtshiover — on the whple very effectively. It must also take the
%5t possible account of factors which cannot readily be quantified,
%t waon nevertheless mey have an important bearing on =
Hsposition o2 people to undertake and remain in particular jobs;
it st be checked against market influences of fluctuating supply

a:d denang which are accommodated in the private iy hOWe":r 1k
Perfectly v, ; t These are precisety
" . uneration.
Y» by changes in total rem . Unless

b

anz 8reas which the first Clegg reports do not fully explo;e S

i Wtil g gaty sfactory way can be found of taking these a:dations
0 ] sndd recomme ’

i 8ccount, gng reflecting them in its findings or

Ouly emain.
'S about the adequacy of comparability exercises mst T

6
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gecondly, cost control. There are problems

i ? form during a period of hi e :
ggeraed TOT period of high inflation, turbulent

i varied pay movements, and expectations of catching-up I
8 1 Ao e ST o = i
ousidering the longer-term, we should per
¢

LTene: sis the most
adideration mav be tha+ a
important consideratlon may be that management should have sufficient
0P8 poth to influence its own attitude in negotiation, and therefore
- + e | ™ ati 1
se final outcome, in relation to pay, and to be left with a feasible

task of adjustment of total manpower to enable cash limits to be

here which appear in

n
haps look for a less
albeit still difficult scenario. On this ba

qespected. It would be a great mistake in this context for management
to be given rates of pay without opportunity for negotiation,

and this is an important reason, as already indicated, for

preferring that any Standing Commission should present findings

g5 the basis for negotiation, rather than final recommendations.

In normal times, it would be reasonable to hope that a small
pegotiating margin, coupled wita the margin which must always exist
for feasible adjustments in manpower, would be a sufficient protection

of financial resources.

6. Thirdly, expectations of comparability cannot be entirely avoided.
It is regularly adduced by both sides as a major factor in

tegotiations. Nearly all the areas of the public service which might

b candidates for a comparability inquiry either are or have been

o the past year directly subject to one, or are linked to one,

i there is a long history of governments (here and in other countries)
Zeeting insoluble negobiating problems by the establishment of

Seecial enquiries. The long history of special enguiries is little
%ot of disastrous. They tend to be established, d¥ definition,

in situations where pay rates have

in -
& crisig atmosphere; often ) B e
ims o

lagged behind over a period; they concentrate on the cla

Srteular group in guestion which can result in damaging bias;

‘ : i his
mCDnslstencieS between one enquiry and another abound. Against thi
inced that there would

a0
. “8round, offjcials have for long been comv S
MVantage in some machinery for developing wigde expe H

a 3 ) ork

o:t:%ity and consistency, which would be ayailable %0 lj.nder::e W
"1S king systematically, thus avoiding some of the damagl

Rturey op 4 the initial

4+ of view,
: d hoc iries. From this poin T
ap a enguir ‘ pas
foach of the Clegg Commission to its work is very promising

il
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Fourtnly, an ordered and orderly Way of approaching pay

S . There are areas in the public services

ﬂe;,otiations where, over the
g reaining has beer 38 st 3 -

5791 pay bargaining has been less s‘crqctured, and outbreaks of

s = 1 Y Y ectio 74 44 a Bty

industfi’ll action in connection with pay bargaining have been all too

A pattern of comparability studies leading %o negotiations

+

offers the prospect of more
srderly and less acrimonious bargaining. It cannot of course in the
1 resort prevent unions causing trouble where they are minded

. g this ar!sg 3 P s . b
to do 80 (witness tais year's non-industrial civil service negotiations,

freq“ent 2
qonstrained Wi

o

thin a clear framework

glthough the main dispute there was about staging, not about the
comparability studies or the resulting pay rates): and there is the
srther risk that,in current circumstances, disputes about cuts and
redundancies may overflow into pay negotiations. Nevertheless, experience
with civil service negotiations over many years shows the advantages

such arrangements can of fer.

8. Finally, there is the question of public acceptability, which
covers the reactions of employers and unions, and the wider public.
Inrelation to the public service, it is especially important that

the private sector, and ratepayers and taxpayers, should feel satisfied
about the quality of the approach and results, and the most important
aspect of this is that it underlines the importance of tae points
dlready made in relation to market valuation.

19 These considerations, and the comments already made on them,
Plut t0 a conditional view that retention of the Clegg Commission
Yould pe useful for the pay of the public services. The condition is

Hat the Commission should itself develop studies, be prepared to offer

Jug ; inst the
6ents on important unquantifiable factors, and check agains |

I,
Thet labour situation.

Yy however, about

he deThere is some difference of view among off:l.c:I.;a).lB.;he criidey :
Somg 9irability of emphasising the market factor. On
incionsider it essential as a means of reconciling i
publieple With market valuation in the fimal determinaen s i
ey Sector pay. Others are worried thab it might op . mkef S
nj culy arguments about the logic of taking ac,cpunt o Ak il
ton-gon comparisons. This would make the present situa TSe,

8 — ~
(CONFIDENTIAL)
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iculdfly in relation to the non-industrial Civil Service
1

e P9V system does not provide for taking
mere ig also concern that the unions woulg

where
accourt of market factors.,

seek to exploit the
ket labour situation argument, given the freguent past experience

{n the civil Service of difficulty in Tecruiting staff of the

requived quality and wamber. Even joilseeriiy, though it would be
congistent with comparability to give it weight, has so far

defied guantification and the widespresd assunption that public

gervice jobs are specially secure could be falsified if the economies
pursued by the present Government lead to much-publicised redundancies.

91, If the Clegg Commission were to be retained on a long-term basis,
g variety of subsidiary questions would arise, not all needing to be
settled at once. It may be worth outlining some of the more important
onesi—

(a) Membership of the Commission: some strengthening would
doubtless be needed if the volume of work was to be considerable;
the opportunity coulé be taken to bring in more market and
specialist experience, although the problem of balance wop.}d
need to be respected. : ‘

b g

(b) Other rachinery: assuming a move from recommendations %o a
fact-finding basis for negotiestion, some ground-rules about the
negotiation would need to be developed, consistently with what
exists or can be developed in the ﬁ&gﬁﬁfw@ﬁﬁ?%ﬁﬁ%@h

shothar op oot top axtend the Lifs

(e) Rivals: tue question of lﬁﬂhg‘w@i@* al Civil

Service arrangements, ari‘ i ¥ obv
MBWILEB, and the werk of the Comni
From the outset, however,
'ﬁiacanrage se;para‘bé :

ti=a

\ "“’ailahla ﬂmﬁ ‘is

Five these mege




standing or occasiong cfere E
(a) _5_17_:1]_‘1;;“3_,_(_,_._,, L»!_rifiz‘fﬁﬁ)_ should groups which are
> 0 a Standing Commssi Y A Ty,
referred to 2 & VOIIS3ion be so referred automatically
r could the Commissign be

- regularly? simply the point
uns into difficulties?
phis is linked with the immediately following point

of reference if normal negotiation p

(e) Frequency: in the case of any regul
not be nece ¥y in normal

ar candidates, it should
times to institute full eaquiries
annually (although that has become g practice for the non—

industrial Civil Service). With lower Prevailing rates of

inflation, a fuller study every two or three years should suffice:

(f) Timing: one of the perennial problems about public service
settlements based on comparability has been that the increases
awarded at a particular time reflect experience in the market

at some earlier stage. At a time of declining inflation this can
be very damaging. There could be advantage in seeking to move
public service settlements subject to the Commission towards the
end of any annual pay cycle, so that it will be easier to
demonstrate that they belong to that cycle, and do not interfere
with the next. The timing in relation to the annual setting

of cash limits would also be important.

Yext Stens

22, There does not at present appear to be any particular future time

% Which the Government must decide whether or not to extend the life

o the Comnission - short of the time at which it completes its

Present work, which takes us at least until Baster of uext year.

Pz-essure Will of course build up for some indication of the Government's

“tentiong, There may be a general public expectation of GW"’“"‘?“

:::ment’ Particularly when Parliament is in sessiou again, f°1;°:1n3
“Ipt of the firgt reports. The next round of negotiation: g ke 4

3l aUthority manuals, ete., will reinforce this. If the m:v::‘on

¢ %o see advantage in offering future recowrse %0 the Commissit

to
®lp resolve these negotiations (on the lines Hep Rl :;nmisht
ragraph 11 above) £ cept any other candidates which m
Preg v JOF. 0 BCHEE then the life

e %
f iy o SRSCLves for reference o the Comig?im;nd there would be
Commiggyop would automa‘bi%‘glly be 9#?@3 .

) (CONFIDENTIAL)




t first occasion f o ,.
the fi or the Government to explain its vie

gessure o7 1
and there could even be advanta i 1 i
generally’ 4 Gvantage in doing so. Finally,

A £ the Commission will themselves : T L
meﬂvers of ‘ b T ves be anxious, as time goes by,
novi Where they stand, and if further work is
be needed early in 1980.

ws

to ¥ envisaged a new

(nadrman 727

g3, For the Government, however, there may be two considerations
ing to delay of any final decision. First, it may be useful to

poiﬂt s
ssion handles its further work, partly

see how the Clegg Commi

pecause Some of that work (nurses and teachers in particular) covers
greas in which direct Jjob-for-job comparison is likely to prove
clusive. and partly because there may be opportunity to test the
reactions of the Commission to Government suggestions. Secondly,

the Government will shortly be embarking on the process of
establishing cash limits of its own for a full year for the first time,
and may wish to see how normal negotiations against this background
develop. It might well be possible for the Government to continue

for some time, and even add a few pieces of work to the Commission's
existing programme, without commitment to retention of the ‘Commission
indefinitely, and on the basis that they still regard it as being on
trial.

%. Officials recommend that in any case, for the possible useful
the Government should now
ouragement

influence on the remaining work prograiieé,
tonvey to the Commission some comments, in a tone of enc
2 suggestion, rataer than criticism, in lower key than the drafd

Prepared in July, on the lines of the draft a% Annex 2. Brosdly this
*UPports the work the Commission have been doing, as far as it goes,

5 urges more work in the directions so far missing or inadequately
point of making it

since Government
would
ion that they

::::.ea' The tone could be strengtiened, to the
evig %o the Comaission (and the public at 1larseé et
reg;sc? is likely to become public) that the Govzr]:mliss
sho 1t as a test of the future utility of tue b0 T
18 tackle these difficult additional problems. On this basis,
e POSsibility of future extension of the Commission would by no

o ] ) ed to the
exinﬂ be ryuleg out, and individual references could be a.ddem‘t
b ernment would not need to col

"¢ progr ’
1t8e1f gramme, but the Gov e SR

o the principle of using comparability

) (CONFIDENTIAL)




ConcluSion
25, The following 1s a summary of the main points;:—
n tradition: ares . :
(a) In the traditional areas of pay comparisen studies, the
~mmission in its fire
Clegg Comm S8lon in 1Ts Iirsitwolneporteshas trion to apply
pLy

. rAande aad o4 1 ¥ $
rigorous ¢ tandards and, given the time constraint, has done

o competent job (paragraph 3 and amnex 1)

(b) In other areas: Llittle account was taken of relative
efficiency (probably mainly because of shortage of time);
no allowance was made for job security and some other fzctors
because the Comnission was unable to find means of quantifying

them; and although purporting to acknowledge the importarce of
checking results against labour supply and demand, the Commission
do not appear to have done so (paragraph 5).

(e¢) Although the overall recoumendations f£all a long way short of
union claims, and are welcome to management in their structure,
a majority of officials suspect that they overstate what is
needed to balance the relative attractiveness of the jobs under
Teview and jobs elsewhere in the ecoromy, and could have been
improved if the Commissiorn had found ways of taking account

of the factors mentioned in (b) above (paragraphs 4 - 5, with
Some reservations in paragraph 20).

(a) Although the references covered by the first two reports,
and others already made apart from teachers, required the
Commission to make final pay recommendations binding on all
Parties, officials strongly recommend that a moresatisfactory
normal basis of work would be for the Commission %o present
Tindings as a basis for negotiation - & view shared also

by the Commission (paragraphs 6 - 8).

(e) For the immediate future, officials see no Gl d
SY0PDing the further work with which the Commission has already
been charged, or for ruling out a few 9‘(15':’1.‘t;i¢5!1£l1T zr'ei-'e.rvgn‘c’esover
Withoyy Prejudice to the longer-ter:m future; .negoti;gtionsbﬁr.;
e coming months for local ?gthority menuals and oher ETOULS

N

TS




govered in the first Clegg reports may prove troublesome ang
it may be desirable to keep oren the option of sone further
use of the Clegg Commission to help in resolving them

(paragraphs 9 - 12). /

(f) On the lorger-term future, officials take a conditional
view that retention of the Clegg Commission would be useful:
the condition is that the Commission should itself develop
studies and be prepared to offer Judgments on important factors
which are at present impossible or difficult to quantify, and
check their results against the market labour situation
(pgragraphs 13 - 19)° . )

(g) Several important questions are listed which would réquiz!:e*
further consideration if the Commission were developing a
longer-term role (pzragraph 21). B

- L i g v =y

) ‘ L5 el Bgen mbksd

(h) There is = balance of arguments over the guestipﬁé vme:b%e:
AR AR W Tof Dl EION .

and when the Government may need to decide on the J.mggéfbgem

futur + i agraphs 22 - 23). ey
: S, hhe Comm:.ss,ion: (-P?‘r‘?‘?’?%.aficu 30:;':&.1:51*1 fen. Un

the first two reports, g
ropriate and urging




— ANNEX 1
(CONFIDENTIAL)

STANDING COIMMISSION ON PAY COP‘IARI‘LBILI s

APPRATSAL OF FIRST REFORTS

4, This annex assesses the work of the Commission as revealed
in its first two reports on local authority and university
panuals, NHS ancillaries and ambulancemen, and university
technicians, and identifies points for consideration in the
context of the Government's general evidence to the Commission.

General

2. It needs to be borne in mind throughout that the Commission
had less than 5 months to study and report on nearly 1.5m
employees in a wide range of different jobs; and that for these
the Commission was asked in effect to make awards on pay levels,
though in some other cases (e.g. teachers) it has been asked

%o report its findings as a basis for negotiation by the parties.

5. The Commission reviewed the main methods of comparison. On
indexation, whilst the argument is relatively low-key (no doubt
to avoig giving gratuitous offence to those unions, particularly
WEE, which had fought strongly for indexation), it is clear and
firm in rejecting indexation, both as a continuing method of
esﬁablishing pay and as an argument for retaining a place in the
pay hierarchy, The Commission rule out indexation save for short
Periods, where it can be shown both that the original pay relation-
*hip was right at the time it was drawn and that there have been
10 substantial changes in the interval. This approach is not
?nly helpful in establishing that the Commission is opposed to
ndexati on save for short periods, but also questions by

imp) 3 . g y or police
“mlicat; on existing indexation arrangements, €.§. for PO '

4 firemen,

4,
Job

rigorous job-for-

Like the g ’ ission prefers
e Government, the Commi Where job-for-job

®omparison to other methods of comparison.

- (CONFIDENTIAL
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. a wer NOSSi e he nmy c el
com}""flson” were possible, the Commission used the PRU who
eir standard methods
ved thell tandar t s
enpl07

gnortage of :
Jith a wholly adequate selection of benchmark Jobs throughout

for Civil Service pay research.
time prevented the Com

mission making comparisons
the DAY structures; the Commission readily acknowledged this
as a deficiency.

5, Where job-for-job comparisons were not possible, the Commission
made use of factor analysis. The Commission itself is frank

in recognising the limitations of factorial comparisons. It
acknowledges that the job-for-job method is the more straight-
forwvard and convincing; and because of lack of time it had to

use the already existing factor plan used by the Armed Forces'

Pay Review Body, which was not ideally suited to its references.

For the future the Commission intends to review its methods

and design arrangements of its own. But factor amalysis must be
used if comparisons are to be made for jobs which have no or few
counterparts in outside employment, e.g. ambulancemen, nurses or
teachers.

6. The specific points arising on the Commission's approach are

discussed in the following paragraphs.
.

Selection of comparators <
7. The Gommission (Report No 1, para 68) rightly excluded
omparisons with jobs falling within the reference grouPs,
"ould be circular. Otherwise they accepted any relevant
‘Oparators from private or public sector, as does PRU; but the.
Somus 51 on has doubts about including the comparators from public
®Ivices which might be referred bo,if in future, end intends to
g%"? this more thought. This:problem has of course aribedyn X
Vi1 Service ray research, which excludes outside rate,sjl:mke
avoid circularity, and
cordingly there can be no comparisons with groups whose pay 1S )

which

to 10 :
ac the Civiy Service. It is essential to

dEtEImned by comparison on a regular and mte’j’atm ’bas:ms-
~ /Tnere
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.Thcre may be further questions as to whether in addition

pnrticul"“' groups should be excluded frop the comp
le because their rates

arators (for
examp do not bear any relation to the
jmpact of market forces), but it is difficult to see how detailed
rules explicitly excluding other 8roups could be formulated.
given that the Commission intends to give the matter further
thought, Ministers may think it best to allow it to do so within
the framework of what is said above.

8. The reports give very little information on what comparators
were selected, and how this was done. This may in part be due

to time constraints, but there is also the very real problem of
maintaining confidentiality in respect of comparators and the
information they supply. Nevertheless this has not prevented the
Pay Research Unit from publishing a good deal of information.

If comparisons are to command public confidence, they must be
seen to be fair. Ministers may therefore wish to impress this on
the Commission, and suggest that it should in future seek to give
more information, at least to satisfy outsidersthat a balanced
and representative selection of comparators has been achieved.

9. In respect of the current reports, ye have no direct means
of assessing whether the Commission an adequate geographical
Spread, or drew a reasonable balance between large and small
employers. However, the selection of job comparisons was carried
out for the Commission by the PRU using its normal method of
Vorking, and their method of selection was recently examined and
endorsed by the independent PRU Board in the Civil Service pay
tontext. Further we understand that the employer members of the
Sommission were exercised on precisely this point, and spent
Several days with those who carried out the selection satisfying
themselves that the selection was a fair and adeguate one.

10.

|
N 1
The Commission followed the lead of the 1953-55 l'Royal'Commssmn
R Civil Service Pay (and indeed continuing PRU nrg.ct,ace) in .
“oeking comparisons with 'good' employers - i.e. Vtho‘se wl.;o
zrovide Bood conditions of serviceg, though not nec:z:az:;y
lhe hiE’ShGSt pay rates (paras 69-—70). ThiShOWEVGT e&ng t.o_ I
Ead the Commission, in spite of strong un:wx_; argmdﬁms
orew?ontrary, to reject comparison With non-unionised firms
wth wages counci . g ‘». : » .
- . P ov-rb_a‘ ‘
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tion that following this definition hag in any way biased

sugges

~  t} selecti  emp o
ypwards the selechion of employers, and thus leq the Commission
to recommend higher rates: indeed, Civil Service experience is

that there is no clear correlation between pay levels and good
or bad, OT indeed large or small, employers., Any deliberate
change in this definition to worsen the comparators would be
extremely expensive in the case of the Civil Service: it would
create strong pressures for pay to be based, not on the median
(vhich the Commission, following Civil Service practice, haé
adopted without question) but on the upper quartile.

Basic pay or overall earnings?

11. The Commission based its recommendations on guaranteed pay
for the standard (40 hour) working week, excluding overtime,
incentive payments, shift pay etc. (para 72). It can be argued
that this means the comparisons fail to reflect the total earning
pover of reference group job as compared with other jobs, and
that they should; regular opportunities e.g. for overtime earnings
Tay well be seen as a superior condition of service.  But any
other approach was impossible in the timescale, even if the
Commission had thought it desirable, and there is certainly no
Suggestion that this approach has produced the wrong figures:
indeed the same approach was used by the Official Side in the
Tecent negotiaticns on the pay of the industrial Civil Service.
S0 there seems no objection to this approach, provided that

= the relative levels of premia for overtime, Sh%ft
work etc. and of incentive payments are taken :).nto
account in the comparisons (see para. 16 baiok

earnings in the reference groups are not Lntbated

by 'bogus' overtime, loose incentive schemes e & t!
not found among the comparators. This is manqg??en 2
Tesponsibility. The Commission tried to help :::h
Suggestions of a pruning of incentive schemes an ,A,Bn
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overhaul of practices designed to manufacture

ove rtimc .

1f the Commission is to have a continuing role as a fact-finding
body, with the actual determination of Pay a matter for

pegotiation between the parties, then it would be for the parties

to take account of additional earnings opportunities in negotiations
on the basis of the Commission's report on the facts on actual

earnings.

12. For part-timers, which constitute 63% of the IA manuals, the
Commission accepted the existing practice, negotiated between
nanagement and unions, of paying the part-timers pro rata of
the full-time rates. It did not question whether this method
was appropriate - perhaps in part due to the undoubted difficulty
of finding adequate part-timers elsewhere to serve as comparators.

Relativities between grades and the 'trend line'

13. In the case of LA manuals and NHS ancillaries grades 1-6,
the Commission took the median rates of comparators and then drew
a 'trend line! through the results (paras. 75 and 83%). Its pay
recommendations were drawn from the trend lines. There were not
fnough comparisons for a trend line for ancillaries grades 7-18
®d the recommendation for them was based on the result for the
*p grade of LA manuals; similarly for university manuals no trend
line wag drawn and the recommendations were based on those for

™ nanyay (para. 87-88). For ambulancemen, with only 3 grades,
"Commendations were based directly on the comparisons and no
treng line was drawn.

Y Wity the limited number of observations available, the %‘iti.:ing.
™ & treng line is a somewhat subjective exercise. Tne Commission

°%® tTend lines with a rather shallow angle, with the effect
Telsing the increases to lower grades (which are neve;-t@lg;:
L much the lowest) and lessening those to higher gr&ée‘é\-‘

/piald
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oy be noted, too, that most of the observations from Job-for-job

omp’“"isons lie below the trend lineg,
COMDE

5. The Commission's use of trend lines follows from its
conclusion (para. %5) that it lacked sufficient evidence to make
recommendatj_onf; on internal relativities and grading structures.
Te trend line is a device for adjusting the overall level of pay
without disrupting the grading structure. Lack of evidence is
also a justification for not basing the recommendations for
ancillaries grades 7-18 and university manuals directly on
comparisons. Given the lack of time it is difficult to criticise
the Commission for taking this approach: but future references
should aim to allow the Commission sufficient time to draw a proper
sample of comparisons for each grade and make recommendations
based on these, and to make any suggestions it thought sensible
about the consequences for the grading structure. Necessary
adjustments to the grading structure might then be a matter for
negotiation between the parties in the light of the Commission's
report, and within the proper comparability cost.

Yon-pay conditions of service

6. On pensions, the Commission reduced its recommendations to
take account of the reference groups' more favourable arrangements,
% amounts calculated by the Government Actuary (see further

Paragraph 17a below). The Commission provided considerable detail
the case of

o0 other non-pay benefits (Appendix 8): where as in
Shift premia and sick pay arrangements, significant differences
Yeticen the reference groups and the comparators prerged,, bhe
®mission noted that the two factors operated in different
“rections and concluded that they more oF less cancelled each
Other oyt Although there is no reason to think this cor‘zclusmn g
wr‘m& Such approximations give a clear impression o‘f bems
a?bitrary and are not good practice, and although this 1s &
dlfficult area, th\ere is poom for much mOTe rigorous nglu?fxon

" 2o0-pay conditions other then pensions. Expertise in FiS

 /field
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sield has been built up gradually over the years in the non-
industrial Civil Service pay negotiations, and is the best
g‘uidance we have.

47, On two points the question of further studies arises:-

(a) Eensions. While following the Government Actuary's
calculation in making deductions (ranging up to 4.5%)

for pension arrangements, the Commission was not entirely
satisfied with his method of evaluation and suggested
(Appendix 7, para 12) an examination of the best way of

allowing for differences in pension provision (recognising
that it was not itself qualified to judge). Professor Clegg
may take this up more directly with the Government.
.Similar doubts have been expressed about the deductions
from Civil Service pay to take account of pension
arrangements and the problem is being pursued in that
context. B P

(b) Job security. The Commission said (para. 58) that
for job security to be allowed for, it would be necessary
both to test differences in security, and to ¢ PR
them so that an appropriate adjustment can be made;
Commented that no method of 1t:
suggested to it, nor so far use
P&Y . enqu'{."gry. Ngvteythg}w; ss i
the Government would
into account, at le
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proper comparison would have required activity' sampling ang

work measurement on a very large scale, and that the question
of evaluation would have remained; but it stated that it intended
to devote more attention to this as soon as time permits. The
Goyerpment wight sncourage the Commission to do this, but it would
ve wrong to think there are any easy answers. Apart from anything
else, there is the very real practical problem that comparators
are unlikely to agree to the extensive activity sampling and
work measurement that would be necessary to establish comparative
levels of efficiency - because of cost, disruptive effect, union
resistgnce. The Commission has already in these reports drawn
attention in pretty blunt terms to examples of inefficiency it
has discovered, but this, though helpful so far as it goes, may
not be strong enough to solve the problem. Perhaps the most
promising approach for the moment is to encourage the Commission
to look particularly for prima facie
examples of inefficiency, to investigate those it finds, and
where there is a clear-cut case, to draw attention to it and make
its pay recommendations contingent upon the
necessary improvements in efficiency. This of course should not
Prevent the Commission from going on, as it proposes, to seek

& more rigorous solution.

Labour supply and cost

19. The Commission (para 59) accepted the CBI view that evidence
o labour supply should be used not to adjust comparisons but to
theck on their acceptability - i.e. if there is a shortage 1n
Comparatop groups but not in the reference group, the validity

of the comparison rmst be in doubt. But it is not clear that '
the Commission in fact applied this check, even though the 1.nanuals
“"Ployers argued that they could generally recruit and ret,z-un :
"I Without serious difficulty. This important subject is

ise {
USSed further in the covering note.

20,

7 he Commission sought to
ident

?n making its recommendations, b his to the
Ly their total cost, but did not relate this to

CONFIDENTIAL) "™
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employers' abil_ity to pay.

Their terms of reference dig not
require them to do so.

Reactions of employers
ﬂe general reaction of the employers
peen favourable. The NHS employers have p
the Commission's widening of differentials
increases for the lowest paid as showing an appreciation of the
recruitment and pay structure realities within the NHS. The
endorsement by the Commission of points put to them by management

about restrictive practices was also welcome. Employers 7
appreciated the fact that the Commi ssion had honestly drawn

attention to the problems caused by shortage of time, and had
pointed out the need for further work where necessary. The

reaction of the local authority employers was less enthusiastic:
they considered the range of benchmark jobs inadequate (a point
which the Commission readily accepts as being due to shortage

of time) and would. have p;'efemg_ﬁi the Commission to have given

then a stronger negotiating hand to tackl  inefficient bomus -
schemes e,g. by recommending tha{!;?ihg,ﬁ-pw mm&mm T':
should not feed through into bonus payments. It must :

% remembered that the local autl
' 80 to the Commission in th
} hreat £ their nego iat
R R e ket ™ 5

to the report has
articularly welcomed

de

ihs Comsispion 49 ¢ lealy
hemrigl fangere of oft nrieds .
R R i Tezatueios's Y
R Jomtor-jon cenpariben

".h"-“.




it (LONFIDENTIAL )

STANDING COMMISSION ON PAY COipy

ABILITY
DRAFT GOVERNMENT EVIDENGE

i Ol s s S )
mpe Government much appreciates the time and effortthat the Commission
qnd ite staff have put into the first reports. These raise a number
of issuee for the future. The Governuent therefore offers the

folLowing comments on some of these issues in the hope that the
gommission will find them helpful in carrying out work on its

outstanding references.

Nature of Comparisons

2. The Government fully agrees with the Commission's view

(Report I, paragraph 46) that job-for-job compariscn is the

nost satisfactory method of carrying out comparisons where there

is an adequate range of outside comparators. It welcomes the
Commission's view (I paragraphs 39-45) that indexation is not a
satisfactory means of determining pay on a continuing basis, nor an
argument for retaining a given place in the pay hierarchy. It also
velcomes the view, implicit in the Commission's arguments, that
bistorical comparisons are not relevant as a basis for determining
cwrent pay levels, save in the unlikely evert that it can be shown
Poth that the historic 12y level was entirely correct at the time
¥ was set, and that there have been no substantive changes
SWbsequently that would require the pay relatiomship implicit in

that historic level to be changed.

5 The Commission is clearly well aware of the difficulties and
Potentig) dangers of comparison by factor analysis. The Government

#rees wity the Commission's view that it should only be used ]
Mere job- ut that there will be

for-job comparison is not possible, b
The Government

ahnmber of cases where its use is inevitable. e
enerefore welcomes the Commission's concern (I Parﬂs?aih 2 ag Ay

: SWre  that: factop comparisons are carried out by the es., i
e;:hods' designed wherever possible to fit the refg?e::e;:;& \vi;h e
revihOPes the Commission will find it possible 1’: P::sign‘mg .
apm,ew and validation of existing methods, and The CESTEET

*Priate of new ones. 2l
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The Commission recognises that

the adequacy of Job-Lor-joy

Ly = ot PN 1
ons depends on ‘..‘L,Lvil_(, both Sufficient

c()mpg‘r‘iS
g AT DAT AT TS BHA A .

Cufficle”t comparavors, and draws attention %o problems on both

g ‘ e e e il o e e B

e fronts (I paragraphs 23 and 74), The former problem yag

y due to lack of time (I paragraph 23)

i ~ L
benchmark! JObS and

thes
Lo ¢ the same was presumably
sue of the latter, where shortage of time doubtless limited field-
cork and forced reliance upon information already available to the
sure that it is the Commission's
imtention to seek to remedy both these problems in investigating
supsequent references where more time is available.

o Research Unit. The Goverument is

5. One reason in particular for this should be mentioned. The
Government is concerned that the Commission, rather than relying

on specific results of job comparisons, used a 'trend line! (i paragrarh
75). The Government understands that, in the context of its first
reports, the Commission found this approach necessary because of its
justifiable doubts about the coverage of the available evidence, and
about the validity of particular results. But this technique has the
effect, as the Commission recognises, of imposing a pattern of
recommendations rather different from that shown by particular results.
Purther, because of the absence of adequate data in some areas,

the Commission was forced (I paragraphs 85-88) to relate its
recommendetions to past pay relationships rather than base them on
cwrent comparisons. The Government very much hopes that the Commission
Wl find it possible to avoié such expedients in the future, and

Tely throughout on up-to-date comparisons, even though this may

entail the negotiation of substantial alterations in existing pay
Structures,

Se

6. The Government fully endorsesthe Commission
Rragraph 68) of comparators whose pay is detexmined, vy

2 regular ang systematic basis: this is clearly es'ssenti:t in

We:r 0 avoid circularity. It shares the coms}si::i: :z:fo:,

thy he inclusion of other comparators from the B e ahage ol
*U81 5% would mot seek to formulate any Tules ab this S 4 - for
Tor instance be that further comparators phende by 301@: ;

ample because their pay rates bear no relation to the SREF
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: »es. The Governme heref
et fOTCES ernment therefore welcomes the Commission's

give further considerati - a
prol’oh"tl to &1 w Geration to this rroblem,

o=

7. The Government notes that the first reports give little
informtion on what comparators were selected, and how this was
arly there are limitations imposed by the need %o maintain
confidentiality of information obbained from particular comparators
and the decision must in the last resort be one for the Commission.’
put if comparisons are to command public confidence, they must be
geen to be fair. The Government is sure that the Commission is

acutely aware of this, and hopes that it may in future reports

done. Cle

be able to give more information, at least to satisfy outsiders that
a balanced and representative selectior of comparstors has been
achieved.

Efficiency

8. The Government fully endorses the Commission's view

(I paragraph 60) of the importance of comparing relative levels

of efficiency: otherwise the comparisons will not be true ones,

and will not justify the equation of pay levels. It therefore welcomes
the Commission's intention to study the problem. Meanwhile the
Commission has already drawn attention in its first reports to some
examples of inefficiency it has discovered, and made suggestions

to the parties about them. The Government hopes that the Commission
Will continue this practice in the future, and indeed carry it
fwrther by looking particularly during its inquiries for prima facie
txanples of inefficiency. The Commission coulé then investigate
those i+t finds, and where there is a clear-cut case, draw attention
% it and make its recommendations coutingent upon the mecessary
provement s in efficiency. 4

Non y
%nions of Service

The Government is concerned thatiy 0o doubt due %o lack of time,

hecitig non-pay benefits received less full treatment than might

; fek
#7¢ been expected, The cancelling out between shift premia and sic
Ty is, as paragrap}s 81 and 84) at

¢ y | subsequent
h t an approximation. The Government hopes that, in g
i cover this area more fully: in
nethodology which

the Commission recognises (I

8 the Commission will .
"8 s0, it may wish to consider drawing on L
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- built up over the years ¢ iy X .
45 been bui I J ~or Civil Service Pay negotiations

b

10. The Government is particularly concerned to see that adequate

accoimt is taken in future comparisong of job security and ettilar
g

£actors; notoriously difficult to quantify but likely to have an
spportant bearing on the relative attractiveness of Jobs. It fully
recognises the difficulties to which the Commission (I raragraph 58)
draws attention, but hopes that the Commission will study possible ways
of achieving this. Clearly it would be rreferable to produce a

method depending upon guantification. But if the Commission were to
conclude after study that no precise basis of quantification could

be found, the Government hopes that it would nevertheless be

possible for the Commission %o exercise its judgment so as to take

into account these important factors.

Labour Supply

11. The Government welcomes the Commission's acceptance of the

CBI view that evidence on labour supply should be used to check the
acceptability of the comparisons that emerge for its work. The
Government believes that this is the minimum that nust be done to
ensure that comparability studies do not produce results unjustified
by lebour market considerations, and hopes that the Commission will
seek to apply this check fully ‘in its work on outstanding references .

Conclusion
20lclusion

2. The Government fully recognises that in making the above
Points, it is asking much of the Commission. Although the Commission
hag already drawn attention to many of them, it recognised, as does
- Government, that issues such as taking account of relative
efi‘iCiency, job security and labour supply reise difficult
theoretical and practical issues. Nevertheless, the Government
Pelieveg that the Commission must strive to teckle
15 wory is to have the full confidence of the general public.
* 13 sure that the Commission is fully aware of this.

thse problems

.
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