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Mr Duncan Pescod, Deputy Secretary for the Civil Service (Dep SCS):

Mr Chairman, thank you. The Standing Commission, in fact, is one of three
committees to advise us on matters affecting civil service pay and conditions of service.
We have committees that deal specifically with the disciplined services. We have a
committee that deals specifically with directorate issues. We refer to them any issue that
we consider needs a particular review or advice, and that can range anything from, for
example, a review on pay levels — they have recently completed a review on entry pay for
us - to a number of job-related allowance reviews that they have taken on board over the
last few years.

At each stage we seek their advice and then we take their advice and follow it up.
It does not always follow that we have to change things. Indeed | have checked against
our recent records over the last ten years. Of the 13, 14 exercises just on job-related
allowances, the advice has been to delete one allowance, reclassify two allowances and
continue with others.  So it is subject to the circumstances of the particular allowance.

The issue now, of course, is that we are committed to a comprehensive review of
all job-related allowances. And to that end we in fact commissioned the Standing
Commission in May of this year to undertake a comprehensive review. This is an exercise
which is time-consuming. There are a large number, as Mr NG has said, of allowances.
But we do expect them to complete the exercise by the middle of next year and we would
definitely take forward their recommendations.
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And in doing this commissioning we have actually asked them to look
particularly at this issue of how we should review allowances in future and how we should
take forward the implementation of the review findings, because we think that this is an
appropriate time to reconsider the whole framework in this exercise.
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Dep SCS:

| think, of course, it is fair to say that those major reviews do have some effect
upon the way we approached our review of allowances. But circumstances change. |
mean, we are now in 1999 and we have to consider the circumstances today. And in that
context that is why we have commissioned this review this year. But, yes, certainly there
was an impact following the last two major reviews. We certainly expect there to be an
Impact following this one.
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Dep SCS:

Certainly, Mr Chairman. In fact the Standing Commission’s review findings

were published and we can easily let you have a copy of those published findings. And |
can confirm that, of course, we did follow up on those findings.
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Dep SCS:

Mr Chairman, | have two points, | think. The reviews of policy are done by the
Civil Service Bureau with the advice of the Standing Commission/Standing Committee as
appropriate. It is not a matter for the heads of department to undertake those reviews.
What we are asking heads of department to undertake are the operational need for the
various allowances, and that does change from time to time.

| think it is also worth pointing out that most of these allowances are actually
limited in so far as, for example, directorate officers do not qualify. The ICAC post
allowance is a classic example of that. So there is no conflict of interest in asking the
heads of department to undertake such reviews. Nevertheless, if there were to be a
situation where a head of department felt uncomfortable doing a review they could easily
refer that back to the Civil Service Bureau and we would look at alternate ways to do it.

But let me stress that the final advice on a general review of allowances comes
from outside the civil service. It comes from the Standing Commission or the Standing
Committee on Disciplined Services. We merely provide the advice to them and ask them
to do the review at the policy level. 1 think that is an important control to ensure that there
Is not this conflict of interest.
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Dep SCS:

| think there are two issues here again, Mr Chairman. The first issue is this.
Paragraph 2.12 refers to our standard policy of non-deprivation of benefits. That applies
primarily to those which are contractually obligated, if you want, those which are part of an
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officer’s terms and conditions of service. It does not apply to job-related allowances and
those which do not form part of the central core, if you want. So, the current review that
the Standing Commission has been asked to undertake, we will take forward the
recommendations as they come out. And indeed over the years we have stopped those
allowances where they are no longer justified. So, we do not think there is too much of a
conflict and the situation is unclear over what is to a certain extent protected in contractual
terms and to those which are not protected in the same sense.

As for the second part, we do have fairly clear guidelines available for heads of
department when they are asked to look at the continuing need for a particular allowance.
Those guidelines are set out in the individual allowance. Each allowance is defined, and
in the context of that allowance, when we are asking them to do their two-yearly review,
they are asked to apply the conditions that are set out.

As far as staff morale is concerned, that is a judgment that the heads of
department have to take. It is not something that we can impose centrally because clearly
the heads of department have to bear in mind the operational need they have, their services
to the public and other factors. When there is a situation where perhaps we feel they are
not being strong enough we would then step in and discuss with the heads of department to
try and ensure that we understand why they consider this particular issue of staff morale to
be overriding. And we can then deal with it through discussion.
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Dep SCS:

Mr Chairman, | am not sure you could come up with a figure. As | said it
depends on circumstances. In one department staff morale may be a big issue. In
another department an issue such as staff retention and motivation may be the issue. So, |
do not think we would wish to say, right, it is 10 percent or 20 percent or 30 percent. We
have got to look at the circumstances as they present themselves to us.
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Dep SCS:

Mr Chairman, in fact we have a number of measures to deal with staff morale
issues. For example, we have recently set up a counselling service. We have various
competitions for rewards to help raise morale. So the financial aspects that you mentioned
are not the only way to deal with morale, and | fully accept what you are saying. It has got
to be a situation where you look at the situation within a particular department as a whole.
Yes, motivation is important. Yes, rewards are important. Allowances, after all, are
designed to deal with a particular set of circumstances, for example, dealing with a group of
officers within a department that are having to undertake obnoxious duties or dangerous
duties. That is the sort of situation we are talking about when we are talking about job-
related allowances.

Beyond that there are a lot of different issues relating to morale which are not
actually affected at all, or even perhaps to a little extent by those allowances available for
an officer. Bearing in mind also that not all officers within a department necessarily get
the allowance, and some allowances are very specific: typhoon duty allowances, black rain
storm duty allowances. These are specific to the particular situation that a department has
to face. So, we have to look at each allowance in context within the relevant department.
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But | take the point. Morale is important and we deal with that through a
number of different routes.
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No, there is absolutely no confusion on our part. Job-related allowances can be
stopped, changed subject to the need. And indeed | can quote you a number of examples.
For example, in 1992 we abolished the extraneous duty allowance - supplementary duty
Level 1, whatever that means. And we re-classified two other allowances. So we have
examples where we have removed allowances from staff.

Indeed beyond that, as circumstances change within a department, even though
the allowance may remain extant, the beneficiaries, the people who qualify for the
allowance, may change. So, again there is no restriction in terms of our ability to change

the job-related allowances. And that is part of the exercise that we are looking at now with
the Standing Commission.

-

T TR TR BB RS IeH TR > 20 E R ] TEE R
HOEERG” 7 BIRT UG ~ RTLABER -

T
i e
Dep SCS:

Mr Chairman, 6.1 is what we would regard as a fringe benefit. The rest are all
job-related allowances.
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Yes.
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Dep SCS:

You are going back to the distinction between a fringe benefit and an allowance.
Fringe benefits, that approaches the norm. For allowances, scrapping is scrapping for
everybody. When we get advice from the Standing Commission that the allowance should
be stopped, it is stopped and everybody who previously qualified no longer qualifies. So,

again you have to understand the distinction between the things that we consider are
important to provide certainty for our staff in terms of their own situation, and those which
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are important for the administration of departments and the provision of services to the
public. And that is the distinction we make.
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It has been scrapped.
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Dep SCS:

It has been scrapped as far as we are concerned. There is a residual obligation
but that will pass away within ten years.
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Dep SCS:

Strictly speaking of course you do. You can always apply the contract. There is
no doubt about that. The issue here is not a legal one. The issue here is the administration
of the civil service, and is it appropriate for a large employer to be arbitrary in the way it
treats its staff? We believe strongly, and we have said this to the Director of Audit, that it
Is important for us to be seen to be a good employer and not be arbitrary in the way we
approach these allowances and benefits. In addition, we are obliged to consult staff
through the Senior Civil Service Council on any significant change to benefits both for
existing staff and for new staff. So there is a process that is involved in discussion with our
staff to ensure that when we do take things forward they are done rationally, in a balanced
manner and in a manner which is acceptable. So, we approach this from that perspective.
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