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KEY POINTS: 

 

• A pay freeze is planned for 
2012/13 

 

• Those earning under 
£21,000 should receive a 
minimum annual pay 
increase of £250 

 

• Employers covered by the 
policy are required to 
apply a Scottish Living 
Wage.  This should 
correspond to an hourly 
rate of at least £7.20 
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Public Sector Pay 

2012 - 2013 

Introduction  
This briefing provides an overview of the Scottish Government’s 
guidance for Scottish Public Sector Pay Groups in 2012/13.  
 
This pay policy guidance applies to those public sector bodies whose 
pay requires the approval of Scottish Ministers.  This includes the 
Scottish Government, Executive Agencies and related Departments 
which have their own pay bargaining units and others such as: Scottish 
Water, Skills Development Scotland and Highlands and Islands 
Airports Limited. 
 
The policy for 2012/13 applies to those public bodies that will enter 
new pay settlements between April 2012 and March 2013 (inclusive). 
 
 

Background 
The guidance states that the Scottish Government’s Pay Policy has 
three strategic aims: 

 
• To make sure that public sector pay settlements are tightly 
constrained in the current financial climate; remain affordable and 
sustainable; and, through the targeting of resources, that value for 
money is secured; 
 

• To provide flexibility within an overarching policy of pay restraint for 
public bodies to provide some support for the lower paid; and 
 

• To continue to work towards making sure that pay is fair and non-
discriminatory. 
 
 

Key Pay Policy Priorities 
The guidance highlights the real term reductions in public sector 

budgets for Scotland in 2012-13 stating that reductions in pay bills 

across all public sector organisations will be required.  To allow 

organisations to maintain, as far as possible, staff numbers and 

employment opportunities at this time of budget reduction, pay 

increases must again be tightly restricted and every opportunity taken 

to bear down on pay costs.  Within that key message of constraint, 

public bodies will continue to have some flexibility to support the lower 

paid. 
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Fig 3. Scottish Local Area Claimant Count – May 2011  

1 Aberdeen City 
2.4% 

17 Highland 
2.7% 

2 Aberdeenshire 1.5% 18 Inverclyde 5.1% 

3 Angus 3.4% 19 Midlothian 3.8% 

4 Argyll & Bute 3.1% 20 Moray 2.7% 

5 Clackmannanshire 5.6% 21 North Ayrshire 6.2% 

6 Dumfries & 

Galloway 
3.4% 22 North Lanarkshire 5.4% 

7 Dundee City 5.8% 23 Orkney Islands 1.5% 

8 East Ayrshire 5.5% 24 Perth & Kinross 2.4% 

9 East Dunbartonshire 
2.7% 25 Renfrewshire 4.8% 

10 East Lothian 3.3% 26 Scottish Borders 2.9% 

11 East Renfrewshire 2.4% 27 Shetland Islands 1.5% 

12 Edinburgh, City 3.3% 28 South Ayrshire 4.0% 

13 Eilean Siar 3.1% 29 South Lanarkshire 4.3% 

14 Falkirk 4.6% 30 Stirling 3.3% 

15 Fife 4.5% 
31 West 

Dunbartonshire 
6.1% 

16 Glasgow City 6.2% 32 West Lothian 4.0% 

Source: ONS 

 

2. Average Earnings 

Average earnings growth, including bonuses, decreased in the year to 

April 2011 from the March 2011 rate of 2.4% to 1.8% in April 2011.  

Growth in average earnings excluding bonuses (regular pay) decreased 

from the March 2011 rate of 2.1% to 2.0% in April 2011. 

In the year to April, pay growth (including bonuses) in the private sector 

stood at 1.6% compared with 2.2% in the public sector.  Excluding 

bonus payments, growth in the private sector stood at 1.8 % compared 

with 2.4% in the public sector. 

 

Earnings forecast 
It is an unusual state of affairs that while forecasters have been 

revising inflation expectations upwards over the past few months, they 

have also been revising expectations for earnings growth over 2011 

downwards, reflecting lower-than-expected recent average earnings 

growth data.  Average weekly earnings growth in the year to March 

2011 for the private sector was just 2.2%, only slightly up on February's 

2%. 

XpertHR pay settlement data continues to show restrained wage deals 

in the private sector, with April 2011 public sector pay freezes pulling 

down the median for the whole economy.  Looking forward to 2012, 

XpertHR’s panel of forecasters sees slightly higher average earnings 

growth ahead, although most predict that it will remain significantly 

below the 4% to 4.5% level generally thought to be consistent with the 

Government's 2% inflation target. 

3. The gender pay gap 

The full-time gender pay gap (as measured by the median hourly pay 

excluding overtime from the Annual Survey of Hours and Earnings) 

narrowed by two percentage points between 2009 and 2010.  For full-

time employees the pay gap is 10.2%, down from 12.2% in 2009.  This 

is the biggest fall in the gender pay gap since the measure was first 

produced using the ASHE methodology in 1997.  For part-time 

employees the gap has widened in favour of women, extending to 

minus 4.0%, compared with minus 2.5% in 2009.  

The gender pay gap for all employees has decreased to 19.8% from 

22.0% in 2009.  This is the largest movement since 1997.  In April 

2010 hourly rates for men were £13.01 for full-timers, £7.69 for part-

timers and £12.35 for all employees.  For women, hourly rates were 

£11.68 for full-timers, £8.00 for part-timers and £9.90 for all employees. 

Women’s full-time earnings increased more across the bottom 10% of 

the distribution than men’s, with growth of 1.8% compared with 0.8% 

for their male counterparts.  The hourly earnings of the top 10% grew 

by 0.8% and 2.1% for men and women respectively. 

The scale and direction of the gender pay gap varies according to age.  

For instance in the 22–29 age group, full-time women earned 2.1% 

more than full-time men and part-time women earned 1.7% more than 

part-time men.  The largest pay gaps in favour of men for full-time and 

part-time employees were in the 50–59 age group at 17.0% and 17.4% 

respectively.  The largest pay gap for all employees, 27.4%, was seen 

in both the 40–49 and 50–59 age groups. 

Fruit prices rose by 4.7% compared with a fall of 0.4% a year ago with 

the main contribution coming from grapes.  Meat prices rose this year 

but fell a year ago across a variety of items. 

There were also large upward pressures from:  

• alcohol and tobacco with the effect coming from wine and beer 
partially offset by spirits. Prices, overall, of wine and beer rose 
this year but fell a year ago, particularly for new world wine and 
lager.  Whisky and vodka prices were the main causes of the 
downward contribution from spirits 

• miscellaneous goods and services where prices, overall, rose 
by 0.6% between April and May this year compared with an 
increase of 0.2% between the same two months a year ago.  
The upward effect principally came from appliances and 
products for personal care 

 

In the year to May, RPI annual inflation was 5.2 %, unchanged from 

April.  The main factors affecting the CPI also affected the RPI. 

RPIX annual inflation – the all items RPI excluding mortgage interest 

payments – was 5.3% in May, also unchanged from April. 

As an internationally comparable measure of inflation, the CPI shows 

that the UK inflation rate in April was above the provisional figure for 

the European Union.  The UK rate was 4.5% whereas the EU’s as a 

whole was 3.2%. 

Inflation Forecast 

When the Governor of the Bank of England, Mervyn King, introduced 

the bank's May 2011 Inflation Report (external website) he did not beat 

around the bush as to just how volatile and unpredictable inflation was 

likely to continue to be in the short term, noting, for instance, that "oil 

prices are 17% higher than we thought they would be three months 

ago".  The report says that there is a "good chance" that consumer 

prices index (CPI) inflation will reach 5% later this year, with large rises 

in utility prices expected.  However, King urged people to "look through 

these short-term fluctuations" to the bank's medium- and longer-term 

projections for growth and inflation, which are little changed from the 

bank's February 2011 report. 

Most of the forecasters are predicting a fairly substantial fall in inflation 

on the RPI measure in early 2012, but the Inflation Report warns that 

the "timing and extent" of the expected decline in price rises over 2012 

and 2013 remain "highly uncertain".  For instance UBS states that, 

"Inflation is expected to remain at elevated levels for the rest of this 

year.  There is really no option but for households to make a 

downward adjustment to relative lifestyles unless global commodity 

Main Features of the 2012/13 Policy 
 
Pay Freeze 
A pay freeze (zero percent basic award) for all staff will apply for 2012-
13.  Subject to measures set out to address low pay, all pay ranges will 
continue to be frozen for 2012-13. 
 
Support for low paid staff 
Employers covered by the policy are required to apply a Scottish Living 
Wage.  This should be set as an annual gross salary equivalent of 
£14,094 but, in circumstances where conditioned hours are less than 
37.5, the full-time annual salary must correspond to an hourly rate of at 
least £7.20. This is an uprated level compared to 2011-12. 
 
In addition, the policy makes a commitment that all staff earning less 
than £21,000 per annum should receive a minimum annual pay 
increase of £250. 
 
In order to address any possible ‘leapfrogging’ and to maintain the 
integrity of pay systems, public bodies may propose an exceptional 
and modest base pay increase where staff are in receipt of a base 
salary that is just above £21,000.  Organisations should work closely 
with the Scottish Government Finance Pay Policy team if this issue 
affects their pay system.  In addition, limited flexibility will be allowed to 
ensure that the application of these specific measures does not 
undermine the structure of organisational pay scales. 
 
 
No Compulsory Redundancy 
One of the key elements of Scottish Government pay policy over the 
last four years has been the claim of no compulsory redundancies.  
The Government believes this commitment has created the right 
atmosphere to enable substantial savings to be found year on year 
which have already transformed efficiency in Scottish Government.  
The Government will continue the policy position of no compulsory 
redundancies for a further year on condition that agreements are 
reached on flexible working practices which reduce costs while 
maintaining headcount and services. 
 
The Scottish Government will not lay down what flexibilities are 
necessary and appropriate for a particular staff group.  So their policy 
encourages employers to negotiate no compulsory redundancy 
agreements with staff and their representatives as part of collective 
bargaining negotiations for 2012-13.  The details will be for agreement 
between employers and staff groups. 
 
Proposals for increased flexibilities in exchange for no compulsory 
redundancies must be fair and effective.  The key aim remains to 
maintain headcount as far as possible while living within sharply 
reduced budgets. 
 
 
Action for Branches 
This briefing paper is intended to update members on the Scottish 
Government’s Public Sector Pay Policy 2012 - 13 and to encourage 
debate within branches. 
 

Further info 

UNISON Scotland’s 
response to the Public 
Sector Pay Proposals 
can be found on our 
website: 
www.unison-
scotland.org.uk 
 
Scottish Government: 
Public Sector Pay 
Proposals 2012/13: 
http://www.scotland.gov
.uk/Publications/2011/0
9/21105455/0 
 


