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I was interested to read the Finance Committee's report on Public Sector Pay and appreciate
the work carried out by the Committee on this subject. I enclose the Scottish Government's
response to the report (Annex A).
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ANNEXA
FINANCECOMMITTEE4th REPORT,2009(SESSION3)

PUBLICSECTORPAY

RESPONSE TO RECOMMENDATIONS DIRECTED AT THE SCOTTISH
GOVERNMENT

The Committee notes that whilst the opportunity for the trade unions to discuss
matters with the Cabinet Secretary is welcome, there is no formal negotiating
machinery with the Scottish Government (Paragraph 76).

The key negotiating relationship in relation to pay and conditions must lie
between an employer and the employees and their representatives. It is
important that the actions of Ministers, as responsible for pay policy
matters and overall budgets of public bodies, do not cut across this
relationship. I do not therefore believe that formal negotiating machinery
with the Scottish Government is necessary or appropriate. However it is
very important that staff representatives have the opportunity to discuss
pay policy priorities with Ministers and to put their views across during the
policy development process. As the Committee knows, I have been willing
in the past to meet with Union representatives to discuss matters of pay
policy and confirm that I will continue to be available for discussions of this
kind in future. It does however fall to individual public bodies and their
staff representatives to undertakeformal negotiations.

Whilst the Committee notes the Cabinet Secretary's comments about affordability in
the current financial context, the Committee welcomes the focus on addressing low
pay. Accordingly the Committee believes that the Cabinet Secretary should
demonstrate how low pay is being addressed in policy and in practice. The
Committee further believes that, following best practice, the Scottish Government
should make clear to NDPBs and agencies that pay increments should be separated
from pay increases; that a review is carried out of pay systems that are service
related to avoid age discrimination; and that the cost of addressing equalities issues
and mergers as a result of public service reform are separated from the annual
bargaining agreements (Paragraph 77).

(i) Demonstratehow low pay is being addressed in policy and in practice

Addressing low pay is one of the four key pay policy priorities in the
Scottish Government's 2009-10 Public Sector Pay Policy. The policy
encourages public bodies to specifically consider their lowest paid staff
and groups, and makes clear that proposals for additional increases to the
pay band minima should take into account the potential for contributing to
the achievement of the Scottish Government's Solidarity target. The policy
provides flexibility for treating the costs of addressing low pay separately
from the costs of the standard remit elements. It remains a matter for
individual public bodies to decide how to address low pay issues within
their organisation, but the policy encourages them to do so.



Pay for most staff in NHSScotland is considered on a UK wide basis
through the Pay Review Body Process and includes incremental annual
increases. The lowest paid members of staff in the NHSScotland receive
significantly more than the national minimum wage, which is determined by
the UK Government.

Local government pay and policy is, in the main, a matter for local
authorities as independent corporate bodies. The Scottish Government
welcomes the efforts of local authorities to address low pay.

Low pay is an issue that the Scottish Government continues to take very
seriously and we attach priority to tackling low pay. Our response to the
challenge of low pay is being driven forward through 'Achieving our
Potential: A Framework to Tackle Poverty and Income Inequality in
Scotland', which sets out our key commitments. Of particular relevance to
the Committee's report is our pledge to publish an analysis of the impact of
raising the level of minimum wages in the public sector.

I look forward to the debate on a motion on the Scottish Living Wage in
Parliament on 17 September, when there will be an opportunity to explore
further the practical steps available for tackling low pay.

(ii) Pay increments separated from pay increases

We believe that Pay Policy should be set in such a way as to recognise and
set limits relating to the full costs of pay settlements, covering the costs of
both progression and pay increases, since it is these costs that must be
met from public budgets. This approach is consistent with that taken south
of the Border. However, when calculating the costs of pay settlements,
there is a clear separation and recognition of the individual elements
attributable to progression and pay increases that make up the total. We
would expect to see reference to these separate elements in any public
comment on settlements under the policy.

(iii) Review of pay systems that are service related to avoid age
discrimination

The Scottish Government encourages public bodies to satisfy themselves
that their pay systems do not discriminate on grounds of age and can be
defended against challenge on such grounds. One of the strategic aims of
the Public Sector Pay Policy is that bodies covered by the policy work
towards ensuring that pay is fair and non-discriminatory. Specifically, one
of the 2009-10key pay policy priorities is for public bodies to reduce the
widths of their pay ranges, where possible, and thus to work towards
shorter progression journey times and sustainable progression costs.
Many organisations have already addressed this issue and a number are
likely to submit proposals in the 2009-10pay round that include a review of
their current pay ranges in the light of age discrimination legislation.



For example, a Review Group on Executive and Senior Management Pay
within the NHSScotland has been recently established with the approval of
the Cabinet Secretary for Health and Wellbeing and myself to examine a
number of issues including pay progression, equal pay and avoidance of
age discrimination. The findings of the Group will be made available once
the Group reports, expected before the end of this year.

(iv) The cost of addressing eaualities issues and mergers as a result of
public service reform are separated from the annual bargaining agreements

The costs of settling equal pay claims are not a pay remit cost under the
Pay Policy. In addition, where a public body submits proposals to
restructure its existing pay and grading structure in response to equal pay
issues, this would be treated as addressing key pay policy priorities and, as
such, subject to the additional flexibilities allowed under the policy.

Where public sector reform leads to mergers, the consequent costs of
aligning terms and conditions are treated as being outwith the costs of the
pay remit process.

The Committee commends the suggestion from COSLA of a short term working
group, involving the trade unions, to examine the question of low pay in local
government. In addition, the Committee looks forward to COSLA developing a
policy-based pay structure (Paragraph 78).

This is a Local Government issue. The Scottish Government welcomes
COSLA's agreement to set up a short term working group to examine the
question of low pay in local government and will be interested in the
findings.

The Committee acknowledges that improvements have been made in the time taken
to process and approve pay proposals. However, while recognising the complexities,
the Committee believes that there is further scope for improvement. The Committee
recommends that the Cabinet Secretary brings forward proposals to address this
issue (Paragraph 79).

The Scottish Government is committed to further improvement of the pay
process. Existing arrangements have been reviewed and additional
measures have been introduced in 2009-10including:

• Streamlining the supporting information to be provided by bodies.

• Simpler proformas, designed in consultation with the bodies
concerned.

• A system of 'early awareness' to identify potential issues that need to
be resolved to enable timely approvals processes to take place.

It is important to recognise the key role that bodies themselves have in
ensuring that all relevant information is provided in good time. Officials are
continuing to work with public bodies to ensure clear timetables are in
place and that there is a shared understanding of roles.



We would be very happy to provide the Committee with an analysis of
progress compared with timetables in respect of the 2009-10 pay round.
This would be available in summer 2010.

In terms of the pay unit's staffing, the Committee is strongly of the view that HR
provisionmustbe a core part of the pay policyunit (Paragraph80).

HR advice is a core part of the development of pay policy, and the work
undertaken between Finance and HR Directorates is very closely
integrated. The fact that the pay policy team is located within the Finance
Directorate is in no sense an obstacle to this close joint working. In
addition, the pay policy team takes HR advice when assessing individual
proposed pay remits, including changes to pay systems. Finance and HR
colleagues will continue to work closely together to ensure HR input
remains central to the pay team's work.

The Committeeis persuadedof the difficultyin benchmarkingand recommendsthat
the CabinetSecretarylooksfurther at proposalsin this regard(Paragraph81).

The 2009-10 Pay Policy offers more flexibility to bodies in how they utilise
benchmarking information and the Scottish Government is developing a
database of key pay information to assist this consideration. Consideration
of market (benchmark) data is only one factor in designing a coherent pay
structure to attract, retain and motivate staff.

The Committeerecommendsthat the Cabinet Secretary exploreswhat flexibility or
discretion can be given to reflect local circumstances, within the context of
affordabilityand equality(Paragraph82).

The 2009-10 Pay Policy encourages public bodies to develop pay and
reward systems that are right for their business needs, taking account of
their own local circumstances, within a framework designed to promote
affordability, consistency and flexibility. The pay policy team would be
ready and willing to discuss any specific proposals for flexibilities that
public bodies might want to bring to them.

The Committeenotesthe frustrationwith the lack of meaningfulnegotiationat a local
level given that the actual negotiationand approval process is with the NDPB and
the Scottish Government.The Committeetherefore recommendsthat the Cabinet
Secretary explores ways of reducing the number of bargaining areas and the
practicability of direct negotiations with other representative bodies involved
(Paragraph83).

The Scottish Government does not accept that there is a lack of scope for
meaningful negotiation between employers and staff and their
representatives in bodies that are subject to the Pay Policy. Employers
must obtain approval for their pay remit before entering negotiations, and
to be approved the remit must be within the policy. Thereafter, however, it



is up to the employer to decide what offer to make to staff within the
approved remit.

Nevertheless we accept that there are good arguments for seeking to
reduce the number of bargaining units. We are doing so both through
pursuing the public sector reform programme which examines
opportunities to merge and rationalise individual bodies and their work in
the interests of effectiveness and efficiency, and by facilitating smaller
public bodies to align with a larger organisation for pay remit purposes,
thereby reducing the administrative burden associated with agreeing a pay
remit.

The key decisions on pay bargaining lie with individual bodies in
consultation with their staff and representatives. Consequently any
decision to align with another body for pay remit purposes depends on
decisions taken by the bodies themselves.

The Committee further considers that it might be useful for the relationships between
COSLA, the Scottish Government and trade unions in local government pay
negotiations for there to be tripartite discussions when pay is considered as part of
the local government settlement (Paragraph 84).

The Scottish Government meets COSLA regularly to discuss finance and
other issues. Discussions range widely but do take account of pay issues,
where appropriate. The Scottish Government also meets the STUC and
discussion at those meetings can cover all matters of mutual interest,
including pay. In a number of cases, such as in the setting of the pay of
teachers and police officers, there are tripartite meetings involving the
Scottish Government,local government and the relevant staff associations
or unions. However, because the setting of pay levels for the majority of
local authority employees is a matter for local authorities, as independent
corporate bodies, it would not be appropriate for the Scottish Government
to take part directly in those pay negotiations.

The Committee is of the view that the policy of paying bonuses to senior appointees
should be reviewed; and as each of these particular appointments comes up for
renewal, bonus arrangements should be altered or brought to an end in line with the
outcome of the review (Paragraph 85).

The Scottish Government's Remuneration Group is considering the
establishment of a review group to look at alternative frameworks for the
remuneration of Chief Executives, including the matter of bonuses. We will
alert the Committeeonce recommendationshave been produced.
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