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All Members

Pay 2007

embers will recall that the two year

pay deal the Bank agreed with

Amicus last year consisted of a 4%
pay pot in 2006 together with some minor
tweaking to the pay system and a pay pot for
2007 which would be made up of the average
market movement plus a further 1% to pay for
performance and pay progression.

As we said at the time we could have taken
the easy option and accepted the two-year
deal, dressing up the minor changes to the
system as a victory, but we weren’t prepared to
mislead members.

At its simplest staff have a right to expect that
the Bank will deliver on its own policy and pay
fully experienced and competent staff the market
rates for their jobs. But the Bank's two-year pay
proposal would not deliver that objective and
simply getting into the ‘market’ zone, for those
who manage to achieve it, is not the same as
being paid the market rate for the job.

And, without proper guarantees relating to
progression, staff would be left to flounder at the
bottom of the ‘market’ zone and the majority of
staff whose salaries put them in the ‘market-plus’
zone would get nothing again despite meeting
their objectives.

Coupled with the strings the deal involved, this
meant a good deal for the Bank and a much
less satisfactory deal for staff. So the deal was
unacceptable and LTU’s Executive Committee
rejected the two-year offer.

‘Not Met’ Expectations

INSIDE

The Bank’s Deal
With Amicus Exposed

Financial Services &
Bands 7 & 8 Pay Scales

| can now advise members that with the
announcement of the pay details for 2007 our
stance has been vindicated. In line with the
agreement the Bank reached with Amicus last
year the pay pot for 2007 will comprise 2.8% to
reflect average market movement plus 1% to
cover performance and pay progression. This
means a total pay pot of 3.8%.

This is not only a lower figure than last
year when inflation was 1.8%, but with the
increase in the cost of living expected to

be about 4% by March 2007 - the relevant
benchmark for April pay awards - it means
most staff will see a cut in their standard of
living.

The Bank has again reiterated that as far as
it's concerned cost of living has no bearing
on pay - it's the market that drives its pay

policy.

This is a luxury that staff cannot afford.



The Bank’s Deal Exposed

The Rate For The Job

According to the Bank, approximately 75%
of staff received pay increases of at least
the market movement in 2006 and it says

it sees no reason not to expect a similar
outcome this year. This might be acceptable
if staff were already being paid at or above
the rate for the job - but they’ re not.

Until the latest changes to the pay system the
Bank regarded the rate for the job for a fully
competent and experienced member of staff as
being the Market Indicator (MI). However, with
the introduction of Pay Zones the Bank moved
the goal posts by suggesting that provided staff
were in the Market Zone, they were being paid
the rate for the job.

But with inflation forecast to be about 4%,
market movement is simply not good enough
anyway and many if not most staff could see
their income fall in real terms.

And being paid at 95% of the midpoint of the
scale is not and will never be the same as being
paid 100% - it is yet another slieght of hand.

Remember What You're
Worth

We know that when it comes to individual
discussions at Branch/Office level, your Line
Manager will have been told to talk about the
whole of the ‘market’ zone reflecting what other
employers pay for fully effective, competent
employees.

Don't be fooled by this verbal sleight of hand.
Members should never forget that market
indicators still exist in the Bank’s system and are
equivalent to the middle of the ‘market’ zone.
The market indicators for the local markets and

for the Financial Services market are set out

on page 4 of this Newsletter. It is the market
indicator figures (remember these are the Bank’s
own figures not ours) that other employers will
pay for a fully effective and competent member
of staff, and that is what you are worth in the
job market. So remember, simply falling
across the threshold of the ‘market’ zone
is not enough. You need to progress to at
least the middle of the ‘market’ zone in
order to be getting paid the rate for the
job.

Inflation

Inflation is currently running at 3.9% its highest
level for nearly a decade and is forecast to be
3.97% by March, which is the datum point for
pay given a 1st April review date. Indeed RBS

has forecast that the increase in the cost of living
by March will be 4.2%. So judged by this simple
yardstick alone the Bank'’s two-year deal with
Amicus is failing staff and the Bank has been able
to engineer a cut in staff living standards.

The Market

On the issue of market comparisons, as we
pointed out last year LTU was asked to accept
that the average market movement should be
the key factor in the size of the pot. This is the
amount of money required to keep staff in

the same position relative to people in other
companies. Yet, there is simply no way of
checking the accuracy of the average market
movement in other companies because the
Bank refuses to release the salary survey
information that shows what the market is
and how it has moved.

And even if the pot of 3.8% did match RPI we
would still need to ask whether the pay rates
produced by the increase matched market rates
elsewhere. No evidence has ever been produced
to show that the Bank is matching the rates of
pay in other, comparable companies.

It must also be remembered that the Bank chooses
its comparator group. This means that even if the
Bank’s pay rates match those in its comparator
group, there is no guarantee that it is paying the
‘rate for the job’ in any local market. An employer
that chooses its pay comparators arbitrarily and
conceals their identities cannot expect to retain
any confidence. All we are being offered is the
opportunity to participate in an act of faith.

As for being in line with the market is concerned,
it is important that members understand what
this actually means.

The market position at which the Bank sets
its pay and allowance levels is the median
of what other organisations it chooses to
compare itself with pays.

The median is the point at which half the
companies the Bank compares itself with
pay more to their staff.

Paying at the median therefore is a pay
policy of mediocrity.

The Bank says it wants to be a high
performing organisation but pays staff at
the point where half of its competitors pay
more to their staff - the level of the also
rans - the two just don’t add up.

A Bad Deal

The Bank'’s two-year deal can be compared to a
lender offering a fixed rate mortgage where the
borrower pays a premium in the hope that he or
she will be able to buy protection against interest
rate rises. The lender computes the likely cost of
money over the period and sets its rate so that

the cost paid by the borrower gives the lender an
appropriate margin.

Only one of the parties can win and given the
overwhelming wealth of economic data available
to lenders and the relative inexperience of most
borrowers, it's almost certain that the lender will
come off best.

Amicus have unwittingly played the role of the
borrower and inflicted their poor judgement on
staff whose pay rates will now undershoot inflation.

Next Steps

We have sought information from the Bank that
will allow us to explore the growth in labour and
other productivity measures in the Bank and relate
that growth in productivity to profits and pay. The
Bank has consistently refused to provide the data
we have requested and this has made it impossible
to pursue the pay and productivity issue.

One of the issues in productivity is the extent of
unpaid overtime working. We know this is still an
issue in a number of areas, particularly the branch
network, and ought to be able to be quantified and
reflected in pay.

As part of our ongoing negotiations we will be
seeking from the Bank:

@ full disclosure of the comparator data on which
its market comparisons are based

@ full disclosure of work measurement and
efficiency studies that have been or could be
used to measure labour productivity or levels of
performance

® disclosure of the various elements of the Bank's
staff costs to enable us to develop our case on

pay.

We will keep members informed of developments.

NICK HOLT

Assistant General Secretary



