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Summary Record of the
Activity Meeting on Human Resources Management

25 - 26 June 1998

Session 1

1. The objective of Session 1 was to determine to what extent the public sector labour market can
be considered as an internal labour market in the light of recent developments in Human Resource (HR)
systems in public administration, and to provide assistance to countries looking to improve mobility
between the public and private labour markets. The introductory presentation1 provided an overview of the
existing literature on the functioning of internal labour markets and was aimed at providing assistance for
the analysis of the current changes occurring in the public sector labour market.  An internal labour
market is regulated by specific rules related to wage increases, seniority, promotion and training, applying
to all the employees belonging to a single large enterprise. There is a relatively lifelong employment
guarantee and in order to recruit newcomers, some links are established with the external labour market.
Finally, the rate of union membership is high in internal labour markets. These specifications can apply to
the public sector labour market. However, the internal labour market operates in a competitive
environment, while the government sector is not expected to do so, e.g. in principle, we do not see
bankruptcy in the civil service, even if under certain circumstances some countries implement reduction
programmes, including downsizing, given the economic crisis and increasing public outlays.

2. We also see an increasing use of various forms of temporary and fixed-term employment in the
civil service (Australia, United Kingdom) which cannot keep public employees out of the competition. It
is obvious that there are interconnections between a pure public sector labour market (an internal labour
market characterised by a highly qualified workforce and relatively high rates of pay) and an external
(deregulated) labour market.

3. The case of the Netherlands provides useful insight, although it is not representative of the
average situation in OECD countries. The public administration in this country has been facing a tight
labour market for many years, including a labour shortage and growing competition of the service sector.
A number of job vacancies are not filled (6 000 vacancies each year of which 13 per cent are difficult to
fill) and projection to 2002 sees an exacerbation of this phenomenon. A recent study2 demonstrated that 30
to 40 per cent of civil servants with higher vocational education are looking for a new job. Incentives for a
new job are for better career opportunities, increased earnings, better relationship between needs and job
offer, the need for new challenges, and the good image of the employer.

4. The changes made in the Australian Public Service illustrate the shift from a centralised system
to a system directed toward competitive pressures. Most employment reduction has occurred as a result of
commercialisation and outsourcing of functions from the government to the private sector. Almost all of

                                                     
1. Centre d’Etude de l’Emploi, by Pierre Boisard.

2. “The Labour Market Monitor for the National Civil Service in the Netherlands,” Ministry of the Interior,
Labour Market Policy and Employee Development Division.
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these reductions have occurred through voluntary redundancy or when staff have followed functions out
of the public sector to similar type work in the private sector.

5. The role of unions is important to consider in Australia and there was a tradition of close co-
operation between unions and the government before the government’s change. The role of the unions has
been reduced considerably with the implementation of the Workplace Relation Act. The Act enables
agreements about pay and conditions to be made directly with employees, not just with unions. Referring
to some characteristics of the so-called internal labour market, all Senior Executive (SE) jobs are open to
applicants outside the public service, but there has been little movement in and out of the public service,
due to some factors.  For instance, compulsory superannuation schemes, have acted as an inhibitor,
especially where people have more than ten years of service and cannot transfer their benefits. In July
1999, the government will close the current defined benefit funds to new members.

6. Another important issue is the rate of pay. Pay at the SE and department head levels is in many
areas well behind those of the private sector and even behind State governments. This has lead to
pressures on specific occupations, for instance IT and senior health advisors. There is an increasing
number of individual workplace agreements in the Australian Public Service, and most of those are with
SE. A major change is that a job can be classified in the service-wide structure, but an individual with a
particular job could be paid quite differently on the basis of factors such as performance and the market.
After having moved a substantial number of people out of the civil service, the focus is now turning to
how to retain good quality staff.

7. In Norway, despite free competition between the private and public sectors, the mobility
between the two sectors is limited. It is not only due to low wages paid to the public sector, but also to
cultural differences, i.e. there is no tradition of going between the two sectors. One of the major
challenges of the government is to reduce these cultural obstacles. In Finland, the mobility is seen as a
performance improvement personnel policy tool. Openness characterises the recruitment policy and
practice of the Finnish State administration. The “Government Resolution 1998: Guidelines of the Policy
of Governance” states that the mobility of personnel both within State administration, between different
sectors and internationally will be increased. Mobility improves the professional skill, the flexibility of the
working methods and career control.

8. The French case differs from the above countries in many ways. Based on this observation, we
can say that there is a public sector labour market that is quite separate from the private sector labour
market. First, the French administration did not aim to reduce public employment significantly as other
OECD countries did. The second difference is that the union membership rate is high and the government
takes care to have regular bargaining rounds with the unions. The role of the State and the demands it
places on its employees can explain why differences are so great between private and public employees in
France. The Public Service is characterised by three main notions: neutrality, continuity and equity. This
impacts on the nature of the relationship between the State and civil servants, implying for the latter to be
recruited for an entire career within the public service. The government is currently facing the issue of
modernisation of public employment management, and would like to put greater emphasis on new public
occupations, without dropping life-long employment. Confronted with a range of challenges, such as the
European Union, economic crisis and new information technology, it is focusing on positive elements of
life-long employment, i.e. it is possible to develop long-term public employment strategies, in particular
training investments. At the same time, it is aiming to avoid undesirable effects of life-long employment,
such as inertia, lack of motivation, imbalance between seniority and merit-based promotion.

9. The division between public and private services is relatively easy to make in France. It is not
the case in all OECD countries. In Canada, the difference between purely policy government functions
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and operational service delivery has been difficult to draw. Considering that the Canadian Public Service
delivers services, the government has tried to introduce business-like standards of performance and
service into public service organisations. Through promoting horizontal mobility, specific occupations can
meet some of the challenges of private sector competition. This has been done through a focus on
functional community management. Professional groups within government, such as the financial
community, computer specialists, IT workers and policy analysts, can establish across departments their
own training programme, career development and planning in the context of broader corporate
requirements. Finally, from the Canadian Delegate’s point of view, one of the reasons for the reduction in
their executive ranks is the increased awareness in the private sector of the talent, capacity and skills of
senior public sector managers.

10. At the end of the session, one emerging issue was how durable the concept of a life-long career
is anymore. Given the level of uncertainty about the role of the State, the question is whether or not it is
credible to recruit people on the basis of a long-term career. Some countries believe that a life-long career
concept is helpful in managing goals of quality, continuity and neutrality, while others have determined
that the costs associated with providing a life-long career hinder the benefits in the achievements of these
goals.

11. Despite a wide range of problems among OECD countries, some common concerns arose, such
as the need of reducing public employment and making it more flexible, especially in organising mobility
between private and public sectors. A related issue is that of the role attributed to civil service, or in other
words, it is possible that the private sector performs tasks initially carried out by the civil service. We can
see in most OECD countries a new breakdown of jobs between public and private sectors in favour of the
private sector. However, some occupations (e.g. army, police) cannot be open to free competition. In this
case, performance and efficiency cannot be compared to that of the private sector.

Session 2

12. The objective of this session was to identify issues associated with the increasing role of the
workplace as a central point for human resource management decision-making, and investigating the
managerial consequences of moving from a centralised to a less centralised system. The session started
with a presentation3 on the human resource impacts of government restructuring in Canada, focusing on
the impacts at the level of individual workplaces.

13. The delegate from the United States indicated that the US government was taking initiatives in
the HRM area, attempting to respond to government restructuring. An agenda of legislative initiatives to
be undertaken in the next year has been set. While the authorities are going to maintain many of the
fundamental principles included in the 1978 reform, which provided models of work organisation that are
position-oriented along with the notion of the nature of civil service, the initiatives will respond to
changes within the last decade. They recently achieved a balanced budget, and the funding available for
most of government programmes is extremely limited. As a consequence, the notion of discretionary
money replaced that of mandatory payment, and in doing so, introduced the notion of competition in the
civil service. The government is adopting an outcome orientation and federal managers are called upon to
explain the public goods and services they are delivering.  The corollary effect is a new cost awareness
among federal managers.

                                                     
3. “Restructuring Government -- Human Resource Issues at the Workplace Level,” by Kathryn McMullen,

Canadian Policy Research Networks.
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14. However, the centralised approach remains a priority. The government focuses on the notion of
balancing and blending flexibility and consistency, and points some fundamental values that should be
consistent across government: a merit-based system, preferences in some employment policies and a
collective bargaining framework. Employee benefits, health insurance and retirement packages will also
continue to be government-wide. In this sense, the image of the government as a single employer is
preserved and the role of the central agency should be maintained. The role of a central agency dealing
with HR is to provide leadership to a combination of decentralised systems and a few centralised systems.

15. The delegate from Australia agreed that there is a need to find a balance between
decentralisation and what should still be centralised. They do not have a single central agency since the
abolition of the Public Service Board ten years ago. Instead, there is a Public Service Commission (PSC)
which has a number of roles in terms of the values of the Public Service, centralised training programmes,
gearing up mobility programmes -- in particular those which encourage movement between the private
and public sectors-- and require agencies to institute workplace diversity programmes to insure diversity
of people from different ethnic backgrounds, women and people with disabilities. The Department of
Workplace relations oversights workplace bargaining in the public sector and provides consultancy
services to agencies. In view of the delay in the passage of the new Public Service Act, the government
has implemented new public services values by regulation under the current Public Service Act. It
includes employment decisions based on merit and the need for ethical standards, impartiality and quality
leadership. In order to ensure that these values are operationalised, a new code of conduct for all
employees and heads of agencies has been developed and the PSC is required to report annually to the
Parliament on the State of the Service. The delegate from Poland, where the system is decentralised,
emphasised the importance of standards for conduct, ethics and personnel management. They are pre-
conditions for moving from a centralised to a less centralised system.

16. Concerning recruitment, Australian departments enjoy a high degree of autonomy in terms of
staffing. As is the case in the United Kingdom, they often consider that agencies do not deploy the tools
once they have them. The Central agencies focus on iteration and a continuing scrutiny process and, in
this context agencies and departments are expected to report on their staffing and recruitment
programmes.

17. In the United Kingdom, the “Next Steps” programme which commenced in 1988 set up
executive agencies, aiming to separate executive functions from policy functions. Under Civil Service
(Management Functions) Act 1992  the Prime Minister delegated to Ministers and office holders in charge
of individual departments authority to prescribe the qualifications for the appointment of civil servants in
their respective departments, and to determine the number of grading of posts outside the Senior Civil
Service and the terms and conditions of employment relating to a number of areas. These include
remuneration, holidays, part time and other forms of working arrangements, promotion, retirement and
redundancy arrangements and any redeployment of staff between departments. The delegated powers are
subject to a minimum framework of conditions set out by the Cabinet Office in the Civil Service
management Code. In terms of the future policy developments, several areas were mentioned. The
Citizen’s Charter programme would be refocused and renamed the Service First Programme. The
forthcoming Better Government White paper would aim to make routine transactions with Government
easier via improvements in IT and information more accessible to the public making Government services
more seamless. The Civil Service is also working toward the challenging target that by the year 2000, all
civil servants will be working in organisation recognised as Investors in People. Investors in People is a
highly regarded standard recognised across the private and public sectors related to training and
development of staff.
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18. The delegate from the United States specified that the monitoring role relates to the role of the
central management agency and is partly the price of the flexibility. As they shift to a more flexible
system, where they retain a monitoring role, one of the key concerns in the Office of Personnel
Management is to adjust their evaluation process to be more outcome-oriented, and the outcome they want
is an effectively functioning agency. This is a different approach to accountability in the sense that they
now work with agencies to develop their evaluation systems.

19. In Ireland, most of the reforms tend to strike a balance between central control and local
autonomy. The government aims to devolve power from the Ministry of Finance to line departments, and
from line departments to line managers. This should be consistent with the preservation of common grade
and pay scales. The Government would like to see devolution of recruitment to line departments and local
managers where this is appropriate. However on a number of HR issues, there has been union resistance to
the introduction of increased management flexibility.

20. In France, the process of decentralisation is recent. It was initiated in 1992 with the
implementation of the Charte de deconcentration, which sets respective tasks for ministries and
departments and local and regional administration. Consequences in terms of human resource
management are important because decentralisation in terms of functions cannot be properly organised if
personnel management is still centralised. Decentralisation of industrial relations is included in the
government’s programme as a key element in the process.

21. The delegate from Switzerland presented the transformation process started five years ago in
the Federal Government. They are attempting to apply the concept of new public management but with
some adjustments. The identified four “concentrical” circles correspond to different phases in the process:
i) the first circle related to purely government functions, mainly policy-making and steering; ii) the second
circle is still part of administration, but managers working in this area have more autonomy in action and
are responsible for a global budget. They are close to the market and produce goods; iii) this circle covers
legal entities in their own right (e.g. Federal Posts, Federal Institute of Intellectual Property etc.) unlike
government agencies and are quite independent from the government; iv) the last circle is made of half
private-half public enterprises. The federal government aims to cover with a single law all staff of the first
three circles. To do so, they have to implement a new personnel law to replace the old one of 1927. The
new law will be simplified and have separate provisions for the different circles. With its introduction in
2001, there will no longer be civil servants. Public employees will have the same status as private sector
employees (with some minor differences). The current 4 years or life-time-employment contracts will be
replaced by short-term contracts. The federal government is undergoing a second reform which is
expected to be completed by the end of this year and focuses on concentration and reallocation of
ministries and agencies. The objective is to reduce personnel cost by 4-5 %, but this raises the issue of
how to manage (or not) elderly employees. The federal government has not yet set a specific programme
for this category of staff.

22. It clearly appeared from the discussion that for most of the countries, the decentralisation of
human resource systems is an element contributing to efficiency and performance of public
administration. However, there are some reservations. To conclude, the delegate from the United States
addressed the issue of the importance of career orientation in the Civil Service. The values around
continuity and serving the public interest by civil servants with public service ethos are easy to cast aside
in the interest of modernisation and achieving efficiency. The civil servants, who tend to be the main
people who raise the issue of ethos and ethics, are often perceived as being self-defensive and using these
values as a mask for protectionism. In fact, it is a challenge to educate and convince people who are the
more demanding in terms of efficiency that it is worth having a core civil service.
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Session 3

23. Session 3 focused on characteristics of the emerging public sector workforce and aimed to
identify specific human resource frameworks tailored for dealing with such structural changes. The
session started with a presentation on the changing structure of employment and pay in the public service
sector, by Professor Robert Elliott.4 Based on the analysis of employment data in Australia, France,
Germany, Sweden and the United Kingdom: a) the reduction in numbers (except in France) due to
privatisation, contracting out and downsizing; and b) the transfer of activities from central government to
State or local level in Australia, Germany and Sweden were presented as the consequences of public
sector management policy. These developments have an impact on the relationship between age and pay.
The general trend in the above mentioned countries is an increase in the average age of central
government employees and therefore increased earnings (being stated that earnings increase with age and
experience). Evidence on gender and the skills composition of public employment showed a higher
proportion of women employed and an increase in the share of the highest grades.

24. The delegate from France provided some methodological reservations concerning the data
presented for his country and to what extent comparability between countries was guaranteed. The French
government has been implementing a strategy of reducing the workforce since 1983. However, some
functional sub-sectors such as Justice and Police have been identified as key areas in terms of employment
and therefore eligible for an increase in numbers. Other factors (e.g. the process of decentralisation
initialised in 1982 and specifities concerning some age group must be considered when analysing data).

25. The Delegate from the United Kingdom specified that the broader definition of central
government used in Professor Elliott’s presentation underestimated the significant downsizing which had
occurred in the core civil service over recent years. On pay issues, he agreed that the discrepancies within
pay rates were likely to become increasingly obvious, with the increasing level of interchange (i.e.
movements between the private and public sectors) allowing civil servants to gain experience in the
private sector. The Chair emphasised the importance of structural effects on personnel costs, which are
important for budgeting. In Austria, these structural effects are increasing since the average retirement
age has raised. Only a few young employees have been recruited and a specific employment programme
has been set up for employing unemployed elderly people in the public sector. The current pay system is
no longer in line with a seniority-based pay system but moving to a performance-based pay system.
Norway is also facing structural changes in public employment, but the effects on pay structure are
somewhat different, because of the new pay system implemented in 1991. The impact of seniority has
been reduced and the current pay system provides the opportunity for paying higher wages to beginners. A
critical issue for the government is to increase the share of female employment in middle management and
top levels, and the aim is  to reach 30 % of female employment in the top management positions at the end
of 2001.

26. The delegate from Canada made a presentation on La relève, focusing on the needs for a
programme for public service renewal following a period of restraint and reduction like La relève, key
initiatives under La relève, and its implementation and new steps. Basically, the critical needs in Canada

                                                     
4. “The Impact of Public Management Development on Pay and Employment Structures in Civil Service”, by

Professor Robert Elliott, University of Aberdeen.
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were not different than in other OECD countries. The programme for early departures expired in June
1998 and the targets in terms of reduction have been met. The Federal government is in a process of
negotiating with unions a new workforce adjustment directive, that will replace in large part the early
departure incentive programme.

27. The on-going  focus will be placed on people and communities, through a programme called the
“Leadership Network”. It is intended to carry on the work of La relève task force by building leadership at
all levels. It has responsibility for the collective management of the Assistant Deputy Ministers (ADM),
who are the next level below Deputy Minister. It has collective government-wide resource as opposed to
having a primary affiliation with a department. Existing ADM were given the option of opting for the pool
and newcomers into the ADM ranks will be recruited on the understanding that they are forming part of a
collective pool. There are implications for training and cultural values. As a way of ensuring senior
management accountability for human resource management issues, departments are required to report on
HR issues as a part of their business planning, and to provide performance indicators. Five elements have
been identified as a part of the HR management structure: leadership, values, productivity, work
environment, and sustainability of the workforce.

28. Then the issue of how to manage elderly people in the public sector was addressed. The delegate
from Mexico indicated that there are ageing problems. The pension system does not recognise years of
service, therefore “active pensioners”, i.e. elderly employees, hold a position and do not retire because the
pension system is not good. There is also pressure from younger people recruited in the public service and
who are not able to occupy these positions. The government is looking for compensating the current
pension system, including separation funds which will allow more room for the new generation of public
employees. In Norway, the government has developed a strategy toward the elderly public employees,
focusing on developing people instead of retirement. But, as in Canada, there are strong incentives for
early retirement. According to an arrangement with unions two years ago, it is now possible to retire part-
time as of 62 years of age. The underlying idea is that it is important to identify different needs for elderly
people, as some need full-time retirement and others just part-time retirement. However, avoiding
contradictory incentives is not an easy task, and it is important to have both a strategy that develops
elderly people and a good incentive system.

29. Further examples demonstrated the complexity of this issue. In Spain, the retirement age was
pushed up to 70 years in 1998. It is linked to the employment renewal legislation in the public sector,
which stipulates that one position against four separations will be replaced. Preliminary results showed
that senior civil servants opted for this measure, whereas other positions did not take this opportunity.
Ireland is introducing an anti-discrimination legislation which will prohibit, among other things,
discrimination on age grounds. It is national legislation also affecting the public service. In response to
some pressure for early retirement from public service groups, including teachers and nurses, the
government has introduced retirement initiatives. A number of changes have been made in the tenure of
top level public servants. For the most part they are appointed for a seven years term office. At the end of
the period Secretaries General of Government Departments may be offered a number of alternatives,
including a) another position within the civil service or public service or b)enhanced early retirement.

30. The interrelation of pay and personnel policies were emphasised by a number of delegates and
Korea and Denmark were invited to present the new pay systems implemented in the government sector
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in their respective countries. Both of them are tailored to be flexible tools, able to attract people in
particular areas and provide appropriate incentives and include a performance-related pay element.

Session 4

31. The PUMA Secretariat informed delegates on the future programme of work in Human
Resource Management. Some pieces of work are already committed, i.e. reports on: i) impacts of
privatisation and corporatisation on public sector pay and employment; ii) downsizing practices; iii) the
state of the senior service; iv) comparative analysis on HRM systems based on evidence. In addition, it is
proposed to focus medium-term HRM activity on two major initiatives: i) developing an accepted
approach to the measurement of general government sector labour productivity and then looking to
measure it through time in some countries; ii) benchmarking HRM practices and performance across
countries.

32. An emerging option was the changing role of the central personnel agency. Discussion at the
meeting identified a number of issues surrounding the degree and nature of decentralisation of the HR
function. A project could be designed to look at where the gains from co-ordination are large enough to
give rise to a continued role for a central function - even in the most decentralised systems.  Finally, the
importance of sharing information on current practices was stressed and the question of what is the best
way of increasing the transfer of knowledge among countries between meetings was raised.
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