Focus: the public service

Grading and wages

n 1 July 1996 the government,

with the agreement of the public

sector unions, implemented a
new grading system for public service
employees. The system, which was to be
implemented in three phases up to

February 1999, was the product of

extensive and volatile negotiations

between 1994 and 1996.

Government maintained that the new
prading system was an instrument which
would contribute to the overall
transformation of the public service by:
Q making grading and pay systems more

cquitable;

D ensuring greater carcer progression,
particulacly for lower level workers;

Q inwroducing clements of performance
mznagement into the system, thereby
improving service delivery;

O reducing the wage gap;

O simplifying the administration of the
system and wage negotiations;

Q ensuring greater cost effectiveness.

Public service employees did receive

substantial wage increases, but fesv of the

other abjectives have been met. While it
appearced that the unions had won 2 major
victary, in reality nothing changed for their
members.,

The increase is likely to be eroded in
the future because proper calculatlons on
the state’s ability to pay for the new
system were not done. The downsizing
exercise which was expected to pay,in
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{arge pact, for the increases has been a
failure.

Background

A comprebensive and radical overhaul of
the gruding system in the public sector
was long overdue.The old system was
immensely complex, It was hamstrung by
frustraung bureaucratic rules and
administered by managecs and officials
whaose decistons were often arbitriry.
Competence svis mted less important than
qualifications, cacial or ethnic background,
or loyalty to government policy.

For the predominantly black workforce
concentrated in low-skilled, low-wage jobs,
the system was extremely discriminatory.
There svas no recognition of the non-
formal skills they had acquired and
applied in their jobs. Darriers to theic
promotion to higher positions were set
ficmly in place, Huge disparitics between
their earnings and those in higher
positions were entrenched,

According to research conducted by
Naledi, in 1995, when the negotiations
began, 26% of public sector workers
carned less than R1 00 per month,
Seventy two percent took home less than
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R3 300 per month Only 1% enjoyed
monthly <alarics of more than R8 300 per
month, with the sery 1op levels on salaries
aof abosve R25 OO0 per month The wage
pap between the lawest and highest pad
was 20 |

Union position

The major pressute {or change came,

understandably, from the unions

representing the lowest paid (and blach)
wections of the warkforce - NEHAWU,

SADTU and POPCRU Influenced by the

human resource policies of their

federation, COSATU, these unions
demanded a shiltehased grading system

w hich.

O used the identificanion and recognition
of skills (or competency) as the only
crstena for grading jobs and promotng
norlers,

3 imvolved the broad banding of many
different johs inta ssmilar shills
catepones,

3 had the ohjectines of closing the wage
gap between differeat occupational
catcgornics by cstablishing fixed wage
relatsities betw cen cach grade based
on a benchmark rate inked toa
formalhy qualified person,

J created opporturnutics for career path
advancement, enther through shalls
acquisition or recognition of prior
lcarning,

Q offercd the potential for improved
Iabour market mobility (and thereby
greater employment sccunin ) by
cstablishing grades that were inked to
national competency standards
recognised by other employers;

O put training 2nd <klls enhancement at
the centre of wage bargaining:

d facilitated the need for change in work
organisation and job redesign to create
more interesting, vancd and fulfilling
jobs

State initiative

Due to the alliapce bemaveen the ANC and

COSAT1], the now government wis more

receptine to these demands Indeed, the

new grading system was deseloped and
tabled hy the government, not the unions,
in part duc to the imolvement of former

NUMSA official and the then Deputy

Minister for N'nance, Alee Erwin
Lrwin’s pnmary objective was not to

cvohe sympathetic responses from old

union allies Instead, as he <aid ata
business forum meeting in mid-1997, his
purpose was to*create a viable and
competent public service with the
appropnate incentives of carcer paths and

traiming that swvould have the capacity 1o

implement ANC goyernment policy

through the dehvery of improved services
and assistance programmes”.This vision
was underpinned by the government’s
commitment to the objectives of the RDP

- improving human aghts, reducing

poverty, improving human resource

development, creating jobs and providing
basic needs and socual services

The 1995 White Paper on the
transformaten of the publc service notes
that “the development of an efficient,
productine, honest and well motivated
public service” is based on improving pay
and employment conditions

It puts forward 2 number of measures
to achiev e this, including

Q an adequate minimum wage;

d equal pay and benefits for work of
cqual value,

T the reduction of pay and benefits
differentals in ine wath international
norms To ensure fiscal disciphine, this
was to be achiesed through significant
rzises 2t the bottom of the scale and
restrunt at the top lncreases were to
be linked 10 training and productivity,

QO the development of approprate career
paths for all public servants, together
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with new criteria for hiring, grading
and promotion;
O the reduction in the number of grades;
Q improving conditions for women
through the repeal of discriminatory
practices;
Q improving conditions for people with
disabilities.
The ANC government also had other
reasons for a new grading deal Abolishing
the old system came to be represented as
a symbolic dismantling of a key apartheid
institution In addition, the government
inherited a huge fiscal problem.
Government expenditure accounted for
34% of GDF, with a deficit of 6,8%.The
new government committed itself to
reducing the deficit to less than 4% within
three years, It faced a real dilemma as to
how to achieve this target. On the one
hand, it needed to increase capital spending
to fund social and economic development.
On the other, it had to reduce the overall
size of government spending.

Achieving fiscal targets depended on
reducing recurrent spending - that part of
government expenditure svhich includes
funds for the public service wage bill and
social services In other words, therc had
to be job cuts and wage restraint. The
urgencies of these measures was
underscored by the re-incorporation of
the TBVC states into South Africa. This
cxpanded the size of what was perceived
as a bloated public service.

It was in this context that the Minister
for Public Service and Administration
announced a three year plan for shedding
300 000 public sector jobs in 1996, It was
understood that the new grading system
would be paid for out of this exercise.

GEAR

Two months after the completion of the
negotiations in April 1996, the government
announced its new macro-cconomic

strategy. GEAR has this to say about the
public service: “Careful management of
the overall government wage bill is central
to the fiscal strategy. In implementing the
three-year public service salary adjustment
and nightsizing programme, affordability
considerations, maintenance of public
services and macro-economic consistency
are pammount.”

Decentralisation

Government also saw the need to simplify
administration systems and give greater
autonomy to individual departments in
making decisions on selection, recruitment,
performance apprisal and promeoetion.
Existing practice is governed by a set of
rules called the Personnel Administmation
Standards, whese requirements are rigid and
cumbersome. While some national
departments have taken up the challenge of
transforming top management, they have
had 1o side step these guidelines

Standards

As an employer, the government is guided
by the obligation to apply to its employees
the principles, standards and conditions of
cmployment it seeks to encourage private
scctor employers to adopt, The
government has promoted, through
viirious policy and legislative measures,
massive investment in human resource
development. The Department of Public
Service and Administration has committed
itsclf to competency based training in the
public service.

These are the factors which provide a
benchmark against which to assess the
new grading system.

The agreement

The new grading system, which was
agreed to on 19 April 1996, provides for 16
salary ranges, broad banded into six salary
categories:
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In 1995, 26% of public sector workers earned less than R1 400 per month.

Salary lovel Catcocgory

1-2 lower swilled

3-5 skilled

6-9 highty skilled production
10-12 highly skilled supervisory
13-14 management

15-16 senior management

Nincteen salary structure groups and sub-
structurces groups are sprrad across 329
ncw occupational classes Transfer to cach
grade/salary structure is hased on
qualifications

The new <alary <cales, which were due
10 be phased in by 1999, ¢t an average
difference between each notch of 4,75%
The difference betw een the minimum
level of cach grade wall be 20, 1% The
difference bem cen the maxamum of the
preceding grade and the mummum of the

‘next grade §s serat 9,7°%

All staff w ere to be tmensferred 1o the
low e<t notch of the relevant grade,
provided they recenved at lcast a 7,5%
increase,

On erume benefits were equalised The

Grading and wages

orveruime ceithing was removed and all
overume worked will be paid

Occupauonal speaific allowances were
reduced and mited to danger, standby;,
separation and allowances for speaific
caiegoenes of staff

The agreement also covered the
rightsizing of the public senace,a
voluntany retrenchment pachage, the
implementauon of the grading system and
the restructuning of pension benefits Staff
were slotted into the grmading sy stem from
1 July 1996 The consultants KPMG were
hired to evaluate whether suaff «ere
correcthy located

Financing

In onder to pay for the new system,
gorernment agreed to set aside three sums
of money for three consecutive years It
allocated R7, f-ulhion for 1996/1997 and
RG,S-hillion for 1997/1998 and 1998/1999
Further supplements up 1o a maximum
amount of R11,3-billion, achiey ed through
downsizing, would be made available.
Currently, the government has sct aside
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R4,8-billion to finance improvements in
coaditions of service for 1997/98, which
covers the real amount needed for only
the eight month period from July 1997.
How much of thus will be topped up from
savings is still the subject of negotiations.

The agreement also contains a safety
valve for government: “.,.if unforeseen
circumstances, which have severe negative
implications for the economy of the
country, occur, the state as employer may
be compelled to revisit its offer”.

To what extent can the parties to the
three-year agreement claim that their
objectives have been met? Will the new
grading system result in higher wages and
a closing of the wage gap? Will the new
system recognise workers' skills and re-
grade them to new, more approptiate
levels? Will it provide access to new career
paths, skidls and training?

Can government, for its part, be sure
that the nesy measures enhance and
promote better service delivery? Will they
result in more flexibility and simplicity in
administration? Will they enhance
performance appraisal? Above all, will they
be affordable?

Wages

The 1996 agreement will probably be
recorded as the single largest ever wage
increase in South African labour history.

In percentage terms, the largest
increases went to the lowest paid
employees. Grade 1 workers received
29,5%. Grades 2-6 received more than 35%
and Grade 5 got a whopping 51,2%.

During the negotiations, government
released projections of the possible
increascs over the three year period of the
agreement. The wages of lower level
cmployees would increase by 76%, Grade
5 wotkers would get 114%. It looked as
though the unions had scored a five star
‘wage Jackpot'!

In real terms, however, the biggest gains
went to the professionals and senior
management. For 1896/97 Grades 12-16
received actual wage increases in excess
of R32 000 (compared to R3 900 for
Grade 1).Over the three-year period, Grades
7-10 were projected to receive a R30 000
increase. Grades 14-16 were to get
R100 000, svhile Grade 1 increases were
projected at only RS 000.

The second and third year salary rates
were projections made by government.
They were subject to rightsizing targets
being reached,The state has not been able
to meet these targets and is currently
revising its salary levels downwards. Not
surprisingly, this has led to disputes,
particularly with NEHAWU,

The wage gap

A major objective of the new system was to
close the gap between the lowest and
highest paid public servants In 1995, prior
to the new agreement, the gap was 20.1.In
1996 it closed to 17,75:1,and was projected
to close further to 15,47:1 by 1998.

This appears to be a significant
improvement, However, when
comparisons are¢ made, there is almost no
difference.The gap between Grade 1 and
Grade 15 (deputy director general) only
decreased from 13'90 in 1995 to 13:63 in
1996 The picture gets worse when
comparing the mitddle grades to the lower
grades. For example, the gap berween
Grade 12 (senior professional
occupations) and Grade 1 actually
increased in 1996 from 7:90 to 8:16.

Career pathing

Under the previous system, career paths
did not exist for lower level employees
They had little or no access to training and
could therefore not be promoted to jobs
which required higher formal qualifications
The new system does not change this
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position sigmificantly Many grades are
contingent on workers acquiring an
cducanonal qualification In fact, lower
leavel worhers are effectnely blocked from
geting a promotion beyond Grade 3,
unless they improve thesr education

Notch increases

In the past, different grades (salary scales)
had different numbers of notches The
number of salary notches on the salany
scale differed by occupational class This
was based on the presumed tme it would
take for a worker to become compcetent in
a job Workers at the lowest Ievels were
only able to move through two or three
notches, while staff at higher fevels had as

. many as 15 notches Progression was
hased on length of senvice

The new system standardises the
number of notches per salary scale to
three It 1s meant to ensure that all
employees have access to the <ame
number of salany increases Employces will
movc through the notches acconding 10
expericnce, shills and “other appropnarte
aunbutes of value to the orgamisation™.
The decision an whether to grant an
increase wll be made at departmental or
provincial [evel and is supposed to be
based on a performance appraisal 4y stem
The Depanment of Public Serace
Admunistration (DPSA) has pronsded
guidehines for granting increases

A mazjor problem is that, in order 1o
heep costs down, the state has arbitranly
supulated that only 15% of staff can be
gnen notch increases «ach year
Tunthermore, the incrcases are 1o be
financed by depantments and provinces

. This means that they will be inconsistent
across the public senvice.

The reducuon in the number of
notches reduces the scope for salany
progression. KPMG has recommended an
increase in the number of notches for all

grades These recommendations are stull
being considered by the negotiating
partics

Performance appraisal

Theoretically, notch increases nere
expected to be based on performance
apprisals However, the system for
evaluating performance in the public
service is extremely arbitrary

Public service employcees are expecied
to heep'incidentation’ reports, in W hich
they hist all incidents which they (el
qualify them for promotion and
recognition At the end of the year, thetr
supen isor groups the incidents" under
four headings
Q job performance,
O know ledge,
Q interpersonal relations,
O leadership ability
These factors are then further sub-dmided
Personnel who are not in leadership
positions arc not evaluated on their
leadership ability

T'or each element, people are graded on
a score of one 1o <ix. The supervisor
motnvates for or against the promotion of
an indwidual 1o an internal departmental
commuttee, which decides whether or not
the person is to be promoted

The system leaves the-door wide open
to subjectine perceptions (such as racism
or scausm) There is no mentonng and very
little scope for improving performance,
Overall, it is burcaucratic, ineffective and
demotivaung

While it was agreed, with the
implementation of the new §y stem, that all
cmploycrs would be evaluated 1n the
same way, it appears that evaluations arne
sull occurnng only at clenical, supervisory
and management lavel

The negotiating partes are currently
considening new performance appraisal
systems
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Training

The agreement gives nc commitments on
training This is a major preblem, as skills
and competency are the main criteria by
which workers should be graded in a skills
based prading system However, the new
grading system is still primarily based on
qualifications rather than skills

The training which is currently on offer
is directed at management and
professionals, Lower level employecs have
little or no access to training.

Similar problems exist with regard to
selection and recruitment. The emphasis is
on formal skills mther than on the recog-
nition of experience gained on-the-job. The
unions clo not appear to have placed any
specufic demands for training on the agenda

Administration

Government sources claim that the nesv
grading system will b¢ much easier to
administer than the old one. There certainly
appears to be an improvement in the
administrative management of the system,
However, there are still 329 accupational
classcs and approximately 1 500 post
classes.The process of tmnsferring people
from the old to the new system took a
long time.The system is clearly still too
cumbersome and burcaucratic.

Service delivery

The agreement makes no reference to
service delivery. Nor does it commie the
partics to a process to link the nesw
grading system to delivery through
commilments to re-consider, for example,
the re-organisation of work, flexible
working hours or the re-design of jobs The
opportunity for transformation was
cffectively scuttled by the short-sighted
objective of riphtsizing, which has no
regard to how a range of services,
cncapsulated in the RDE were 1o be
extended to previcusly disadvantaged

communities. The new grading system
bears very Iintle resemblance to the type
envisaged by either government policy
documents or the COSATU unions. In its
current form, it will have very little impact
on changing work organisation, improving
service delivery or promoting training and
career development for public service
WOrkers.

The system has certainly delivered
short-term concessions The COSATU
unions primary interest wias a generous
wage deal. The staff associations sought
private sector parity for their members.
The state needed union consent to a
radical restructuring exercise that also
entails massive job loss.

The wage increases for lower level
workers were a victory for the COSATU
unions.The bigpest winners were,
however, the s1aff associations, whose
members received massive increases.

In the fairy tale, the emperor parades an
Imaginary set of new clothes, An imaginary
grading system has been paraded, clothed
in the rhetoric of ‘broad banding’ and
‘skills-basced'. But it does nat substantially
differ from the old. The good Intentions of
both unions and the state were lost in the
negotixting process.

During the sccond half of 1997, and
beginning of 1998, a number of inltiatives
were launched which could [ead to
further changes. These include changes to
the PAS system, work re-organisation and
proposals for a new perfarmance appraisal
system, However, negetiations on a skills-
based grading system, linked to work
reorganisation, ralning and service delivery,
should be re-opened. Until this is done,
lower level warkers will have no chance
for advancement in the public service, *

Nataile Jackiin (s a researcher and Alastalr
Machin s « director of Labour Market
Alternatives In jobannesburg,
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