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Executive Summary
Background

In the wake of the 2008-9 financial crisis and sgpgnt sovereign debt crisis, governments
across EU member states have, to varying degretes] to reduce government expenditures in
an attempt to restore their fiscal position. Whhe scale of the crisis has been experienced
very differently - with the most severe, Troika-lgpdessures for fiscal consolidation and
structural reforms occurring in Greece, IrelandstiRgal and Spain — there has been a
surprising convergence of reforms towards cuttimgkbgovernment spending, in marked
contrast to previous recessions when governmemdapg was widely considered a valuable
tool to boost aggregate demand. Because a largenian of government spending covers the
salaries of the public sector workforce, many coast have implemented measures to
downsize jobs and to cut or freeze pay. But pressuo impose reforms quickly have
encouraged many governments to implement reformkterally, sidestepping formal or
customary processes of social dialogue. Moreowstructuring of services has led to the
elimination of some public services, challenginggstanding norms of universal provision, as
well as encouraging a renewed focus on outsouraity privatisation in contexts where the
private sector offers the promise of cost redustion

Project aims and research questions

Against this background, the general aim of thignparative research project was to
investigate the nature of public sector pay refoamd the associated strategies of procurement
during the current period of fiscal austerity almduinderstand the challenges facing social
partners. The project focused in particular on pag procurement strategies within local
government in a context of often increasing segatemt and inequalities. The programme of
research was designed to address five specifiarasguestions:

i) What are the patterns of public sector pay refoams pay settlements since 2005
(at national, regional and local levels)?

i) What are government and social partner strategigartls public sector pay and to
what extent have there been changes in processsscil dialogue and in the
industrial relations climate in the public sector?

lii) Has government use of public sector procurememggthand if so how and what
are the implications for pay and employment condsi both for workers in the
private sector who provide the commissioned putdiczices and for public sector
workers?

iv) What are the implications of public sector pay ref® and procurement strategies
for indicators of wage and employment inequalitithva focus on gender, public-
private and low-wage/high-wage inequalities?

v) What are the lessons from the comparative reseavittence for improving the
mechanisms for, and quality of, social dialogue?

The project brought together a team of experts ffore countries - France, Germany,
Hungary, Sweden and the UK, selected to cover ntireew members of the EU, as well as



different models of public sector pay and vulndigbto the austerity crisis. Each country
team has produced a national report, drawing oonskgy quantitative data and original
qualitative data from case studies of local goveantnmunicipalities. These five reports form
the core source of data for the comparative report.

Pay cuts in the public sector

Against a context of rising debt to GDP ratios linbat a handful of EU member states during
2007-11, governments have implemented austeritysunea ranging from moderate to severe,
involving in some countries interventions by theika in exchange for bailouts. Austerity
measures have been fuelled by neoliberal econosscnaptions that lower government
spending is an indicator of an economy’s healttspde its well-known longer-term role in
supporting economies out of recession. Most coemtiave made cuts to real pay:

e 18 out of 27 countries implemented austerity-relgiay reforms during 2008-
2012 involving combinations of pay freezes anday puts;

e 13 out of these 18 countries implemented pay adjests in two or three
consecutive years leading to major cumulative pdy;c

» the largest annual nominal pay cuts were in Rom@i80-50%, 2010), Greece
(varying up to 20%, 2010-14), Latvia (up to 20%02€0.0), Estonia (up to
15%, 2009-10); and

 among the five selected countries, France frozeiridex points (2010-12),
Hungary cut pay by 7% (2008-10) and cut th¥ &®nth salary (2009), Sweden
neither cut nor froze pay and the UK froze pay myr2010-12 (with a small
supplement for low-wage central government workers)

Patterns of employment

Harmonised Eurostat data suggest the public sextoounts for one in four of the EU27

workforce, and ranges from 23% in Hungary to 33%Simeden among the five countries

selected. There is a relatively close alignmentvbenh level of government spending as a
percentage of GDP and public sector employmentioNait data provide the best source for
accurate monitoring of recent trends: France aedUK shared a trend increase until 2010
followed by a small decline (France) and an abdgansizing (UK); Germany experienced a

long-term decline since the early 1990s but a snsalduring 2008-11; Hungary has displayed
an erratic trend since 1990, including a declirntera2004, a rise from 2008 to 2010 and a
significant fall during 2010-11; and Sweden hasesgignced a slow shrinking share of total

public sector employment since the mid-1990s up(bl. Countries have experienced shifts
in the composition of civil servants and non cisgrvants and between permanent and
temporary contracts, opposing tendencies at ceatrdl local government levels and new
regulations on hiring and firing.

Comparing employment conditions in the public and p rivate sectors
1) Public sector pay premium?

The austerity crisis has centred attention on #wels of public sector pay relative to the
private sector. The report reviews the results rdkrnational econometric studies that



decompose the pay gap after controlling for edonatiand demographic differences among
public and private sector workers. The results sagthe following pay patterns in the five
countries:

e France: a small public sector pay premium at theliame wage that especially
benefits female and lower paid workers;

« Germany: a public sector premium for women not maerthe median wage, of
greater benefit to low-wage workers;

* Hungary: varying gap over time but a public sep@nalty since 2007,
* Sweden: a public sector pay penalty for men and evgrand

« UK: a significant public sector pay premium at thedian wage, greater for women
and for the lowest paid.

i) Is the public sector a ‘good employer’?

A comparison of public and private sector workptaoeight not to be restricted to pay. The
report includes a detailed analysis of whetherairthe state acts as a ‘good employer’ in the
five selected countries with attention to six feasu job security; income security (eg. sick pay,
pensions); fair level of pay based on fair commerss employee voice and collective
bargaining; due process; and adoption of equal ipidy policies. The analysis highlights
not only the major inter-country differences buscaalthe vulnerability of public sector
employment conditions and standards to politicaingfe and the power of the state to impose
changes on the public sector even in contexts wtieee is a legacy of long established
traditions of fair employment standards. For csefrvants in Hungary, France and Germany
changes can be made by government decree. In Gegrmndrithe UK, despite relatively strong
trade unions in the public sector they have nontade to withstand the erosion of its pay
premium and its role as a standards’ setter. Ingdon the public sector has not established
itself as a standard setter and is subject to N®lstvings in government policy. In France and
Sweden there are limited or no pay privileges farking in the public sector and it is the
statutory minimum wage that guards against low jpay¥rance and in Sweden the private
sector has set pay trends for the public sectosdueral years.

i) Does the public sector promote gender equality ?

Six characteristics are analysed: women’s employm@ncentration (including highly
educated women); female wage premiums; women’s igenmcome; work-life balance
policies; affordable public services (especiallyldtare); and gender equality commitments
and policies. A detailed appraisal of the five mies is used to generate an aggregate country
profile reproduced here:

Table 4.4.Summary country profile of gender equa@liovided for by the public sector

Employment Working Conditions Active Promotion of Gender

Equality
Public sector provides women Public sector provides women Public sector provides services such
with employment opportunities with work-life balance options as childcare which facilitates labour
(female share and female that facilitate employment market participation
Employment  concentration in public sector) continuity

guantity

* low — Germany, Hungary * medium — Hungary « low - Hungary, Germany, UK




« medium — France, UK ¢ high — France, Germany, « high - France, Sweden

« high - Sweden Sweden, UK
Access to higher quality jobs Pay and pension premia Active promotion of gender
(high concentration of women especially for lower skilled equality through specific duties and
graduates in public sector) (compared to discrimination in policies or through effective
Employment « medium - Erance private sector) implementation of national policies
quality . high — Germany, Hungary,  * 10w — Hungary « low - Hungary
Sweden, UK « medium - France, Sweden < medium - France, Germany, UK
« high — Germany, UK « high - Sweden

This analysis demonstrates the importance of thdigeector for gender equality but also the
variations in this role across countries. Cutdopublic sector are primarily, however, hurting
women and even where there are pay premiums, thageffset very low and discriminatory
wages in the private sector

Comparing country institutions for setting public s ector pay

Because public sector pay accounts for a signifipraportion of public expenditures, the
institutional arrangements for public sector payedaination are greatly influenced by a
government’s need for budgetary control and publbicountability for its wage decisions.
Other important influences include the historicagdcies of ensuring the political
independence of public civil servants and pattefrmaimicry of private sector pay institutions.
There is a range of systems in place across teeHiwropean countries and limited evidence of
convergence despite the common pressures of dysfeging governments. Following
Marsden’s early work for the OECD, the report teatiee five countries’ models along three
dimensions: i) unilateral employer regulation verstollective bargaining; ii) centralised
versus decentralised pay systems; and iii) intedratersus fragmented pay systems. The
mapping of country differences helps to illumin#te factors that enable or hinder problems
arising from actions on pay restraint during austencluding whether collectively negotiated
wage fixing may provide for a more flexible and itegate model for reform, whether
coordinated public and private sector pay settldmean avoid problems of recruitment and
retention in the public sector, and whether motegrated public sector pay systems are better
suited to avoiding a worsening of gender pay in8ges

Comparing country approaches towards public service S procurement

Government efforts to cut public spending during @urrent crisis also involve indirect
measures that impact on employment conditionsatosethat rely upon government contracts
to supply public services. The key mechanism icyrement - that is, the commissioning of
external organisations to deliver public servicBwny areas of public services involve a
mixed-economy approach, although the extent vaaresng the five countries. Moreover,
countries adopt different regulatory approachegruocurement, designed either to protect
against deterioration of employment conditions e@retend and/or displace the negative
effects of spending cuts. The report develops alhtramework for understanding the key
interactions and uses it in an appraisal of the Geuntries.



Figure 7.1. A framework for understanding pressuegrocurement policy

Labour market rules
(eg. dismissal, TUPE, Two-tier code,
consultation rightspequal pay, collective

Procurement

policy &
private gaps

/ practice
(eg. pay gap, employment status

(eg. private companies, public sector gap, voice gap, equality gap, security
enterprises, joint ver;tures, not-for- gap, professionalism gap)
profit

Pay and procurement in local government

The report draws on original case studies of Igoalernment in all five countries in an effort
to better understand the dynamics of wage-settimg,impacts of pay reforms, approaches
towards procurement of public services and the ltiagu consequences for pay and
employment inequalities inside and outside theipidactor. Following a brief overview of the
diversity in local government functions and orgatien across the five countries, in relation to
services delivered, funding arrangements and empdoy organisation the report presents the
results in four sections.

1) Models of pay determination: the shifting national and local terrains

A comparison of wage-setting in local governmenbss the five countries identifies key
differences along the three dimensions associateth wunilateral government
regulation/collective bargaining, centralised/decaised, and integrated/fragmented wage-
setting. A detailed appraisal is followed by furtli@vestigation of the scope for local level
influence on pay, drawing on the case-study evidertis identifies four factors or
mechanisms through which there is some local discrdo adjust pay (with varying use
across the five countries): pay grade classificatiow pay; merit payments; and other
supplements and bonuses. The strongest eviderioeabfievel pay adjustments is found in
Sweden, in keeping with its highly decentraliseddeipand the weakest evidence found in
Hungary and Germany, again in line with their nagilocharacterisation. The local level
data for Germany suggests new areas of contesteint®ver the application of the new
nationally negotiated low pay grade but limited cdetion in practice. In France,
municipalities have not taken up the opportunityntboduce local merit payments, at least
not as intended, but do make local adjustmenthdccomplex system of pay supplements
and bonuses. Also in the UK, municipalities appahave reacted against a three-year
national pay freeze by negotiating local collectaggeements that increase rates of pay for
the lowest paid.



ll) Varieties of Procurement:  Organisational forms and employment
segmentation

The case studies of procurement of local governnsentices suggest three significant
results for our analysis of procurement:

« first not all procurement is undertaken to loweg@a@osts and in some cases it may
be used to provide flexibility for higher pay;

* second, the causes and consequences of procuramershaped in part by the
varying legal statuses and costs for different eymplent groups. Divisions include
those between central and local public sector eympdmt status, civil servants and
non civil servants (or employment under public dvate legal codes), and flexible
contracts (temporary, part-time) and standard ectdr The lines of segmentation
are continuously shifting in response to publictgewage settlements and reforms
to the models of wage-setting; and

« third, procurement involves a variety of practicand organisational forms.
Procurement of local government services can becdior it may be organised
indirectly, such as through shared commissionimegotiition to a public sector unit
under its control or, at the extreme, divesting relsponsibilities to other
organisations. Both direct and indirect procuremeat involve a range of
organisational forms, including private for-proibmpanies, a variety of shared
public-private joint ventures, not-for-profit orgaations and publicly owned
companies.

The factors influencing choice of organisationatmiomay include an assessment of
implications for employment status; for exampleblply owned enterprises may be set up
to circumvent constraints incurred through thecedeemployment status of public sector
workers or civil servants in situations where seclerprises operate under private law or
outside specific collective agreements. As suchisaurcing ought to be considered as a
choice along a spectrum rather than a simple pyloi@te choice. Moreover, the report
details a number of examples of re-municipalisatod identifies the key factors shaping
decisions to return previously outsourced actisiiie-house. These examples demonstrate
that not all outsourcing is cost effective and thhere municipalities are not under pressure
from central government to outsource come what rdagisions may change on where the
balance of advantage between in-house and out wéehprovision may lie, even from
simply a cost perspective.

lil) The mutual interaction between pay and procurement

Analysis of procurement in local government revetsee features of pay systems of
relevance for outsourcing and insourcing actions:

» the presence of pay premiums or penalties in casgrawith the private sector
(private sector contractors tend to offer highey paFrance, Hungary and Sweden
but lower in Germany and the UK);
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» the strength of collective bargaining among privaetor contractors (similar in the
inclusive industrial relations models of France &weden but segmented in the
UK, Germany and Hungary); and

» the value of the statutory minimum wage (includimeyv sector minimum wages in
Germany which have narrowed pay gaps and the dimaimem wage in Hungary
which levels pay among a sizeable share of workelosth public and private sector
organisations).

Finally, pay conditions are influenced by the apgion of TUPE rules (Transfer of
Undertakings for the Protection of Employment)wedl as innovative use of social clauses
in procurement. Evidence from Germany and Swedemsisd to illustrate changing
practices.

IV) Social dialogue: varying roles and prospects

The five countries have differing institutional amgements for social dialogue, involving a
range of forums for negotiation, consultation angthange of information and views
between trade unions, municipality employers andiegument. National collective
agreements and legal stipulations provide varymgjitutional spaces for trade unions to
engage in wage setting at local level, ranging fetrangly participative in Sweden to weak
in Hungarian municipalities. Analysis of procuremeiecisions also reveals a variety of
forms of union influence. For example, while uniansthe UK campaign consistently
against outsourcing of public services becauses itagssociated with downgrading of
employment conditions, in France the trade unidmsilding on a similarly strong
mobilisation of members, adopt a pragmatic apprdael takes into account the precise
circumstances of organisational form and pay camit The case studies point to the
resilience and relevance of social dialogue; insaases it alleviates the effects on workers
of austere national agreements and in others dwages better scrutiny and monitoring of
procurement contracts.

Conclusions: Lessons for policy and practice

The public sector is at the eye of the currentalisstorm in Europe. The current crisis is

exacerbating longer term pressures to reform pugaator pay and employment practices and
to redefine boundaries between public and privatéos employment through more extensive
use of public procurement rather than direct dejivéhis investigation of public sector pay

and procurement in five EU member states is thezefimely as it provides much needed

detailed evidence on actual pay and procuremeategies and practices. Four main policy
findings inform the continuing debate on the rdleéh@ public sector in both the labour market
and the fiscal crisis.

First, the extent of diversity across Europe ampulglic sectors in respect of pay levels and
procurement practices, coupled with the wide défifees in availability of essential public
services, suggest that any public sector reformstrtake into account the actual situation
within a particular country and not become a gdnmaemtra for fiscal consolidation.

Second, social dialogue arrangements are relatwegk in the face of major budget cuts and a
determination of the state to enforce changes @evegstems. Changes are often not based on
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any assessment that pay and conditions are toodmdmay bypass explicit commitments to
social dialogue. Social dialogue remains strongharily where budget cuts are less severe as
in Sweden. However Sweden also demonstrates tiatgssocial dialogue plus requirements
for transparency may help overcome the inequaléssociated with more individualised pay.
Managers at a local level may still find they nerealys to engage staff in services delivery
even when pay and employment rates are cut.

Third, the public sector is primarily an area ofren’s employment and as such cuts to pay
and conditions are likely to increase the gendgrgagp and stall any progress towards gender
equality. Not all public sector employees are wmid and some face a pay penalty for
working in the public sector, particularly the hegtskilled. Even when there is an apparent pay
premium this may reflect low pay (and possibly mhgcrimination against women) in the
private sector. Whether or not the public sectar lsa considered to be offering fair pay or to
be under or overpaying its employees depends ospgeeific institutional and labour market
context and must take into account the extent gfipaqualities within the labour market as a
whole. Women are also the group most affected ligips to increase the share of staff on non
standard contracts, sometimes offering lower sgcwand pay. This is increasing internal
differentiation, but is also part of the spectruhsategies available to public sector managers
ranging from services delivery based on directrirdestandard employment at the one end to
delivery through fully outsourced activities at thtber end.

Fourth, the study finds that there is not simplgiehotomous make or buy choice between
outsourcing or retaining services in-house, bueisd identifies many opportunities in between
for public-private partnerships, joint enterprisgseven for wholly-owned public enterprises
with a different legal basis. Pressures to outsoare stronger where there are distinct wage
cost advantages, but also ideological pressurecahtial or local government levels. There is
limited evidence that decisions are based on dpedldbusiness cases or scrutinised or
monitored through social dialogue. Insourcing osawhere wage cost advantages narrow or
disappear, where there are problems of serviceatgliwhere expected additional benefits of
the contract fail to materialise, where the ecomoaaise for outsourcing changes, or where the
political climate changes. There are also variaiamong countries in the constraints placed
on outsourcing: Sweden and Germany are making muarie extensive use of social clauses
and giving the most rights to staff under presgar&ransfer under TUPE regulations. France
and Germany are re-internalising some outsourceéditees at the municipality level. In
contrast, UK municipalities are not using socialudes (with the exception of a small number
that have introduced living wage clauses in promgnmet) and are evading TUPE transfers.
These examples suggest the need for considerdtioi@ extensive and innovative policies
to ensure that procurement works in the intereistseowider society, defined to include users,
employees and taxpayers.

Policy lessons

From these key findings three general lessonsdbcycan be identified: the first is to avoid
generalisations and to recognise the diversitycoinditions in the public sector and within
groups within the public sector; the second istmgnise that the public sector is not only part
of public accounts but also a vital deliverer oblpeiservices such that consideration needs to
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be given to the terms and conditions on which sied¢femployed to deliver such services and
not simply to budget targets; the third is thatsoutcing does not always save costs and that
there needs to be better scrutiny and monitoringud$ourcing decisions, including the real
likelihood of re-internalisation if providers faw deliver or circumstances change. Some more
specific issues that should inform public sectdomas and shape public policy include the
following.

* There is a need for careful assessment of paydetading into account the skill
level of the job and evidence of pay discriminatinrthe private sector before
deciding on public sector pay reforms as not ablligusectors pay positive pay
premiums or to all workers benefit and where theparently higher pay this
may be justifiable.

* Public sector workers are traditionally viewed astgcted, but at a time when
governments are implementing fiscal consolidatioogpammes they may be
particularly vulnerable to monopsonistic employewer, which social dialogue
may only counterbalance in the good times, withegomnents prioritising fiscal
concerns over the needs of service users andghis 0f the employees.

» Better scrutiny of outsourcing decisions shouldirieoduced involving social
dialogue systems to ensure a proper business cass. éVionitoring of the
actual delivery after outsourcing should be mofeatively scrutinised and be
part of social dialogue as some services may neeoetre-internalised and
outsourcing should not be considered a one wayeggc

* Opportunities to include requirements for qualitynfan resource practices in
tender arrangements in the EU need to be extendddchrified and if
necessary changes to EU competition law passets fGakenders should insist
on appropriate pay and grading, training and stgffievels as a minimum
condition.

* Public sector pay and procurement needs to be denmesl within the wider
context of appropriate pay systems and minimum eympént standards.
Attention needs to be paid to minimum wage levebvailing in the private
sector to ensure these provide reasonable leveisnuineration and to ensure
that outsourcing is not encouraged simply in respdo cyclical adjustments in
minimum wage rates. In these difficult times forr&ue and when there are
pressures on employment standards in the privaterséis important to ensure
that fiscal consolidation pressures do not lea@ townwards vicious spiral
with the public sector being increasingly askedntitch declining employment
standards in a hard pressed and increasingly datedrivate sector.






Introduction

The last time a comparable wave of fiscal austeviag experienced across the EU was during
the 1990s as member states prepared for EconomiManetary Union and made subsequent
responses to the Stability and Growth Pact. Atgrgdiscal discipline is once again perceived
as an economic imperative among governments inffant ¢o recover from the increased
deficits that resulted from large-scale bailoutdahks and countries during the initial 2008-9
recession.

While the scale of the crisis has been experierveag differently - with the most severe,
Troika-led pressures for fiscal consolidation anducdural reforms occurring in Greece,
Ireland, Portugal and Spain — there has been aisiagp convergence of reforms towards
cutting back government spending, in marked conttas previous recessions when
government spending was widely considered a vatuabbl to boost aggregate demand.
Because a large proportion of government spendavgrs the salaries of the public sector
workforce, there is pressure on all member statesduce pay levels or employment or both,
almost irrespective of whether or not public segay is high or low in relation to comparable
private sector pay levels. But pressures to impeserms quickly have encouraged many
governments to implement reforms unilaterally, stdpping formal or customary processes of
social dialogue; to date, 18 out of 27 member stasee taken measures either to freeze public
sector pay or to cut pay, with many implementing adjustments in two or three consecutive
rounds. Also, because the public sector is impofiamwomen’s employment and because it
tends to make a significant contribution to geneguality indicators, pay cuts and staffing
freezes hurt women’s employment position more than.

Restructuring has also led to the reduction or dvalwval of some public services, challenging
longstanding norms of universal provision and enagung a renewed focus on outsourcing
and privatisation. Much of Europe’s public servidgesolve a mixed-economy approach,
although the extent and form varies by country. &deer, countries adopt different regulatory
approaches to procurement and to associated measgiEmployment protection; governments
may design procurement to protect against deteiworaf employment conditions or to extend
and/or displace the negative effects of spending. Cthere are therefore important issues for
policy and practice about the regulation of promeat policy, the economic, legal and
political factors that motivate outsourcing to @& sector providers and the consequences for
patterns of segmentation and inequality in the Ualmoarket.

These inter-related issues raise key questionghrprospects for social cohesion, labour
market inequalities and role of social dialoguerelél wages in the public sector fall further
and for a more sustained period than in the prigator what are the consequences of an
imbalance of public-private pay and will this hindiee effectiveness of public sector pay as a
signal for labour market allocation? Given the strgpresence of women in many areas of the
public sector - both lower level and professiomdis - what will be the effects of pay cuts and
job cuts on gender pay inequalities? To what exgeittthe lower or higher paid public sector
workers who are most exposed to public sector pbyrms? Where reforms favour the low
paid, are these protective effects offset by inmedaoutsourcing of lower skilled jobs? What
happens in those countries where the state hasaditionally played a role in setting decent
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employment standards or as a driving force in sat&@ogue— will there be a further levelling
down? Answers to such questions are likely to ceflbe particular circumstances of country
models of public sector pay, regulations of promert and functionality of social dialogue.

The central objective of this comparative repotbignvestigate the nature of public sector pay
reforms and the associated strategies of procurem@nng the current period of fiscal
austerity and to understand the challenges facowyalk partners. The report analyses the
challenges for public sector pay and procuremenfivi@ countries —France, Germany,
Hungary, Sweden and the UK- selected to cover old and new members of theaSWyell as
different models of public sector pay and vulndigbto the austerity crisis. The report also
focuses in particular on policy and practice withical government in a context of often
increasing inequalities and diverse patterns ofmssgation. It is hoped that this comparative
analysis of new data in this area will strengthemogean policy expertise, stimulate lessons
for improved practices and promote the developnanindustrial relations in Europe. An
additional goal is to contribute evidence to assighe continuing development of European
social dialogue (EC 2010) at both inter-sectora sectoral levels, especially through raising
awareness and disseminating good practice.

The report draws on the work during 2011-12 of baborative team of experts from the five
countries. The research was funded by the Eurofanmission DG Employment, Social
Affairs and Equal Opportunities. Each country tearmduced a national report, drawing on
secondary quantitative data and original qualitatiata from case studies of local government
municipalities. These five reports form the corarse of data for this comparative report and
as such are listed hete:

Anxo, D. and Ericson, T. (2012) ‘The effects of pajorms and procurement strategies
on wage and employment inequalities in the Sweplighic sector’

Audier, F., Bacache, M., Courtioux, P. and Gautig2012) ‘The effects of pay reforms
and procurement strategies on wage and employmequalities in the public
sector: the case of France’

Berki E., Neumann L., Edelényi M. and Varadovics(R012) ‘Public sector pay and
procurement in Hungary’

Bosch G., Mesaros L., Schilling G. and Weinkopf (2012) ‘The public sector pay
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The report is organised into four parts and coresudith lessons for policy and practice:

* Part | sets out the context of austerity in Eurapé, for the five selected countries,
provides an overview of patterns of public sectmplyment, gender differences in
employment and country patterns of public sectgrgramiums and penalties.

« Part Il examines the role of the public sector attisg employment standards and
gender equality standards and provides a comparatiglysis of the five countries.

1 Al five reports are available for download at tlaverc website: https://research.mbs.ac.uk/eurepean
employment/Ourresearch/Currentprojects/Publicspatgrrocurementandinequalities.aspx.
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Part Ill presents a detailed characterisation efdbuntry institutions for public sector
pay and procurement in the five countries, witherdibn also to European level
institutions for social dialogue and procuremengidiation.

Part IV draws on original case-study evidence teestigate pay and procurement
practices in local government. The detailed analggplores: local government models
for pay determination (especially the scope foraldevel flexibility); the multiple
models of procurement (involving complex mixes ofgamisational forms and
employment statuses); the factors driving outsogrcinternal externalisation’ and re-
municipalisation; the role of public-private payfdientials in procurement decisions;
specific pay and employment protection measuregrocurement; and the role,
resilience and effectiveness of social dialogugroturement.

A final conclusion chapter identifies four key leas for policy and practice in the
interconnected areas of public sector pay and peocent.



Part I: The crisis affecting public sector employme nt

1. The austerity crisis, public sector pay cuts and downsizing

In the wake of the 2008-9 financial crisis and sgpgent sovereign debt crisis, governments
across EU member states have to varying degreed axreduce government expenditures in
an attempt to restore their fiscal position. Whhe scale of the crisis has been experienced
very differently - with the most severe, Troika-lgpdessures for fiscal consolidation and
structural reforms occurring in Greece, IrelandrtiRgal and Spain — there has been a
surprising convergence of reforms towards cuttimgkbgovernment spending, in marked
contrast to previous recessions when governmemidapg was widely considered a valuable
tool to boost aggregate demand. Because a largenian of government spending covers the
jobs and salaries of the public sector workforcanpyncountries have implemented measures to
downsize jobs and to cut or freeze pay. But pressuo impose reforms quickly have
encouraged many governments to implement reformkterally, sidestepping formal or
customary processes of social dialogue. Moreowestructuring of services has lead to the
elimination of some public services, challenginggstanding norms of universal provision, as
well as encouraging a renewed focus on outsourainty privatisation in contexts where the
private sector offers the promise of cost redustion

This chapter identifies the key characteristicawdterity measures with respect to our overall
focus on public sector pay and procurement. It joes an overview of all 27 EU member
states in order to establish the wider contexthlierfocus on five countries adopted in the rest
of the report. The following issues are covered:

» the worsening fiscal position across much of the EU
* reduced levels of government spending;

e pay cuts; and

* downsizing measures

1.1. The fiscal crisis

Government bailouts of the banking sector, alonthwhe recession-induced falls in tax
revenues and increased welfare payments, combmiedrease government deficits and debts
in many European countries beyond levels considereslainable by the global financial
markets and rating agencies and far outstretclarggts set by the EC’s Stability and Growth
Pact (3% deficit and 60% debt). Falling GDP haghier inflated the headline indicators —
government deficit and government debt as ratio&DBP. In 2011 Greece and Italy had the
highest levels of government debt as a ratio of Glb®ng EU countries. However, unlike
most countries both entered the recession withadyrehigh levels of debt — over 100% of
GDP. By 2011, Portugal and Ireland joined the 1q)és club of debt to GDP levels, having
witnessed soaring debt and falling GDP since 2@@uare 1.1). Deficits of around 10% were
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experienced in several countries but in all casegleficits appear to be on a downward trend.
The same cannot be said of government debt whictinzees to rise — more than 80% of GDP
for the 27 member states of the EU. A small grougoaintries did not experience a ballooning
deficit during this period, notably the Scandinav@untries, Sweden, Finland and Denmark,
as well as Estonia and Luxembourg and to a lesteneGermany.

Figure 1.1. Ratios of government debt and deftoit&§DP, 2007-2011, EU
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Source: Eurostat online ‘government statistics’naempilation.
(http://epp.eurostat.ec.europa.eu/portal/page/gooatrnment finance_statistics/data/databaseessed September 2012).




Downwards adjustments in government deficits hatein the main, occurred as an automatic
response to a recovery of GDP growth. Instead, rooghtries have implemented austerity
measures — combinations of reduced government spemehd increased taxes — to reduce
deficits in response to the sovereign debt cridisee countries (Greece, Ireland and Portugal)
have had to implement strict deficit reduction glam return for bailouts negotiated between
the nation state government and the so-called &r@Kicials from the IMF, EC and European
Central Bank) (box 1.1). Also, during 2012, Spaaguested a bailout in 2012 and Cyprus
reached an agreement with the Troika officials. &lbeuro-zone countries and six others (the
exceptions are Hungary, the Czech Republic, Swaddnthe UK), wide-ranging pressures to
reform were also formalised with the 2011 agreeme@nthe Euro-Plus Pact, explicitly
designed as a more stringent successor to theli§tamd Growth Pact and orchestrated
through the Open Method of Coordination as onaufeabf the EU’s strengthened approach to
economic governance. In addition to public spendingtrols, the new Pact also includes
supply-side controls (and recommendations) thak seeaddress employment participation,
overly centralised wage-setting institutions andreforms.

Until early 2012, the policy focus was dominated dy emphasis on fiscal austerity and
supply-side measures as the best mechanisms tafindy through the debt crisis. During
2012, there was some shifting in the policy rhettwiwards acknowledging the need for a pro-
growth approach as it became increasingly evidemiuding admissions by the IMF) that
stringent fiscal austerity measures have worser pgotential for recovery. Reduced
government spending, falling consumption and diapsivestment spending have depressed
economic output in many countries and highlighteel heed to reconsider various possible
Keynesian policies in an attempt to boost aggregi&mand. The European Commission
released a joint statement in January 2012 (‘Tosvardwth friendly consolidation and job-
friendly growth’) and is steadily signing up eur@mber states to its fiscal compact treaty on
the basis of new agreed measures (and spendingbfareation, which satisfied the explicitly
pro-growth strategy of the French President amadhgre.

Box 1.1. Troika interventions in EU member staias|uding information on rescue packages
(provisional)

The European Commission, with the ECB and IMF, haken many steps since the start of the economic
crisis to provide financial assistance to countiéth corresponding conditions of austerity measuréhe
first countries targeted were three CEE countriéstvia, Hungary and Romania - that agreed enhanced
provisions for medium-term financial assistancerfon-euro-area member states plus further IMF tasgie
in order to avoid a worsening balance of paymeaéeh received respectively €7.5 billion, €20 billiand
€20 billion conditional on implementation of ausiemeasures.

In 2010, a first ‘rescue operation’ was launched@oeece (a loan of €110 billion, mobilised vialdtieral
credit from euro-area member states and the IMBgtpaid at interest rates of 5% and 3%, respég}iue
return for policy measures to reduce the budgetitiéfom 12.7% to 8.7% of GDP by end of 2010 and t
2.8% by the end of 2013. Subsequently, the EC gpet new mechanism to stabilise financial markets |by
providing financial assistance to euro zone stateadifficulty, involving the purchase of governmembnds
up to €750 billion (€60bn from the EU budget vie tBuropean Financial Stability Mechanism (EFSM),
€440bn guaranteed by euro-area member statesh@viaewly created European Financial Stability Rgcil
EFSF) and €250bn from the IMF). Ireland was thstfoountry to seek funding from the new facility in
November 2010 (€85 billion).

Amount Funding body Year

Latvia €7.5 billion IMF and EU 2008
IMF and EU 2009

Hungary €20 billion IMF, World Bank and EU 2008
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Romania €20 billion IMF, EU, World Bank and Europea 2009
Bank for Reconstruction.

Greece €110 billion EU and IMF 2010

€109 billion EFSM, IMF, EFSF 2011
Ireland €85 billion EFSM, IMF, EFSF 2010
Portugal €78 billion EFSM, EFSF, IMF 2011

During 2011, the economic situation in Greece datated further; the debt storm spread to Spainltatg,
and even Germany experienced partial failure inb@ad auctions. Portugal received an emergency lpan
package of €78bn (funded by EFSM, EFSF and IMF)e Buropean Council established a permanent
stability mechanism for the euro-area, the Europ&aiility Mechanism (ESM), which will be operatan
after June 2013 (with an effective lending capaaty€500 billion) replacing the EFSF and EFSM in
providing financial assistance to euro-area mensketes in a balance of payment crisis. The ESM $leal
activated only ‘if indispensable to safeguard ttadbiity of the euro-area as a whole’ (backgrouager). In

exchange for solidarity, the euro area governmagtsed to adopt a ‘stronger economic convergetee’
this respect, the ‘Pact for the Euro’, then thertERIus Pact’ (extended to countries outside the awea),

and governance tools like the Stability and Growct are intended to enhance individual country
budgetary discipline. The so-called ‘six-pack’ €ivegulations and one directive, introduced in Dawer
2011) strengthens fiscal discipline, as definedhim Stability and Growth Pact, through closer nmiiig
and clearer quantitative measures. Running parall¢ghe Fiscal Compact (one element of the Treaty |0
Stability, Coordination and Governance), which esxferce once 12 euro area states have signed.

These agreements all include ‘conditionality’ wigspect to austerity measures. Conditionality aldends
to the monitoring of social and employment policiesth a focus on the decentralisation of colleeti
bargaining and wage indexation, which, accordinggdme commentators, risks weakening trade union’s
ability to set wage norms at national or induseyels. Overall, in 2011, the austerity packagesuantea to
a total of €487 billion over the next 3-5 years. &iding the measures taken prior to 2010 in Hundaatvia
and Ireland, the packages amount to €501 billion.

Questions were asked in 2012 about the possibleerser macroeconomic effects of austerity measuites.
case of Greece is illustrative: GDP has continuedall since 2010 (by 8.5%) despite the series |of
interventions of the Troika. The economic crisisGneece and other euro area countries has notdhalte
Financial markets are far from being ‘reassuredi &ne political legitimacy of the EU has declined.
Nevertheless, EU policymakers continue to pursuaussterity strategy.

Sources: http://ec.europa.eu/economy_finance/inetektm; Glassner (2010), Drager (2011), Natali &mhhercke
(2012), Theodoropoulou and Watt (2011).

Nevertheless the emphasis of ongoing reforms isspending cuts. Most member state
governments have continued during 2012 to cut pubfiending in an effort to reduce
government deficits. The focus on cutting governiregrending is at odds with the widely
known fact that richer countries tend to have higlewels of government spending as a
proportion of GDP than poorer countries, suggestivag government spending can be a spur,
or a foundation, to development; Denmark, Fran@adafd, Belgium and Sweden are the top
five ranked as a percentage of GDP (figure 1.2 fidtus does fit, however, with a renewed
neoliberal argument that government spending cravwd$rivate sector investment, as well as
potential tax revenues, as well as the notion gfusernment spending may be captured by
private interests thereby fostering corruption.eed, in its regular monitoring of the eurozone,
the European Commission includes size of governroatiays as one of the indicators of a
country’s economic health, where it is assumedsthaller the size the better the economy’s
health. The analysis contained in the 2011 Eurs Rionito?, for example, ranks France
bottom out of the 17 countries on this measure tml is the explanation for the rather
surprising result that France’s overall *healthmgtfalls below that of Spain.

2 http://www.lisboncouncil.net/publication/publicati/68-the-2011-euro-plus-monitor.html.
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Eurostat data confirm both a wide cross-countryiati@n in government spending as a

percentage of GDP - ranging from 35% in Bulgari&&e6 in Denmark in 2011 — and a general
trend of reductions in spending levels (figure 1)e position of Ireland is conspicuous, with

the huge costs of the banking bailout lifting gaweent spending to 66% of GDP in 2010,

followed quickly by a cut to 48% in 2011, closeth® EU average. Otherwise, it is in fact

surprising that the other countries that registege drops in government spending during the
austerity crisis are Central and Eastern Europeamtdes that had relatively low levels of

spending — Estonia, Lithuania, Bulgaria, Latvia,nRmia and Slovakia. The two other

countries under strict Troika governance, GreeckRortugal, register falls of 7% (2009-2011

in Greece) and 5% (2010-2011 in Portugal).

Figure 1.2. Total general government expenditura agrcentage of GDP, 2007-2011
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Source: Eurostat data, http://appsso.eurostatrepaieu/nui/show.do?dataset=gov_a_exp&lang=en.

1.2. Pay freezes and pay cuts in Europe

Pay freezes and pay cuts for public sector workakge constituted the core of governments’
consolidation programmes in an effort to reducelipudxpenditures and thereby restore state
finances and re-establish financial credibilitybleal.1 summarises the pay reforms adopted
across Europe (identified in 18 out of 27 countdesing 2008-2012). Most countries, 14 out
of 18, have adopted a combination of pay freezecaslin nominal pay, while five (Bulgaria,
France, Poland, Cyprus and the UK) have implemeatgay freeze. Moreover, 13 of this
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group of 18 countries have implemented pay adjustsn@ two or three consecutive rounds in
a period ranging between 2008 and 2014.

Table 1.1. Pay cuts and pay freezes in Europe, -2002

Pay freeze? Pay cut?(nominal) Public sector employees Years
covered
Austria No No: pay rise of +0.85 to 2.1% Low paid workers 2010-12
Belgium -- -- -- --
Bulgaria Yes -- Ministries and publicly funded 2009-11
bodies
Cyprus Yes - - 2011-14
Czech - Yes, -4% Senior legal officials, other 2010
Republic civil servants
Yes - - 2011-14
- Yes, -10% Public sector employees excluding2011
teachers
Denmark No No, +6.3% rise Public sector employees 2012-14
Estonia - Yes, -8% to -10% General public sector, healtec 2009
sector
Yes -- General public sector 2010-14
Yes, -15% General public sector 2010
Finland No No, rise of approx. +1% -- 2010-12
France Yes (index -- 2010-12
point only)
Germany No No, +1.2% pay rise Federal & Municipal sectors 2010
No No, +0.6% (Jan. 2011), +0.5% Federal & Municipal sectors 2011
(Aug. 2012)
No No, +3.5% (March 2012), Federal & Municipal sectors 2012-14
+1.4% (Jan. 2013), +1.4%
(Aug. 2013)
Greece Yes -- All earning > €2,000 per month 2009
-- Yes, -12% to -20% plus cuts toGeneral public sector 2010
13" and 14 month salaries  Civil servants
Yes - 2011-12
-- Yes, -17% over 3 years 2012-14
planned
Hungary - Yes, -7% 2008-10
Yes Yes, abolished 13th month General public sector 2009
salary
Yes Yes (including reduced net 2010
income because of regressive
income tax reforms)
-- No, bottom-weighted Low paid workers 2011
compensation for low paid
Ireland Yes -- Civil servants 2008-10
-- Yes, -5% to -7% (pensions Public sector employees (with the 2009
levy related to level of income) higher paid losing more)
-- Yes, -5% to -8% 2010




Yes -- 2010-14
Italy Yes -- Public sector employees 2010-12
- Yes, reduced productivity High-wage earners 2010-
payments 2012
-- Yes, -5% to -10% High-wage earners public secto 2010
Latvia -- Yes (unspecified) 2008
-- Yes, -5% to -20% Public sector employees 2009
-- Yes, -5% average (new pay Employees in both local and centra010
system) government
Lithuania -- Yes, -8% to -10% Civil servants 2009
Yes Yes, -15% 2010-12
Luxembourg  -- - - -
Malta - - - -
Netherlands  -- No, approx +1% 2010-12
Poland Yes - 2011-12
Portugal Yes -- Civil servants, employees in 2010-13
public companies
-- Yes, -5% Higher paid civil servants 2010
-- Yes, -3.5% to -10% Salaries > €1500 per month 2011
-- Yes, 13 and 14" monthly pay 2013-14
abolished (>€1000) or reduced
Romania - Yes, -25% up to -50% with ~ Temporary measure July-Dec. 2010
cuts in additional payments
-- Elimination of a 2011
wide range of bonuses and the
13th month pay
Slovakia -- -- -
Slovenia Yes - 2009
-- Yes, -4% 2011-12
Spain - Yes, -5% Civil servants 2010,
2011
Yes -- Civil servants 2011-12
Sweden - - - -
UK Yes (except - All (although local government 2011-13

low pay
supplement)

since 2010)

Countries that were more severely hit by the ecaooamsis implemented pay reforms in the
period immediately after the start of the econoanisis (in 2008 in Latvia and Hungary and in
2009 in Lithuania, Estonia, Bulgaria, Slovenia, Roma, Ireland and Greece). It is within this

group of countries that the highest pay cuts haenbmplemented: in Estonia a 15% pay cut
affected the whole public sector through budgetaeasures and employment cuts in 2010; in

the same year, a 20% pay cut was extended to lalicgector workers in Greece; in Latvia, a
20% pay cut was implemented across the public sec®009; Romania registered the highest

pay cuts (25%) introduced as a provisional meafursix months. In most of these cases pay

reforms were introduced as a direct consequenéeanicial aid provided by the IMF and the

EU (see box 1.1). Countries that sought exterrgbtsice from the EU and the IMF, such as
Hungary, Latvia, Ireland, Romania and Greece, led@pted more severe measures. In this
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respect, however, it has to be underlined thatibasures taken by the Hungarian centre-right
government from 2010 onwards were not directlyitaitable to any IMF conditionality
(Theodoropoulou and Watt, 2011).

Then, from 2010, austerity measures implementirgipgector pay freezes or cuts have been
implemented in those countries which were charee@roy a high and/or a fast rising ratio of
government debt to GDP, including Italy (119%), tBgal (93%), Spain (61%) and the UK
(80%)2 But other countries have also imposed pay refatespite enjoying a relatively low
level of debt, such as the Czech Republic (40%}espite being relatively unaffected by the
economic downturn, such as Poland where governingmbsed a pay freeze in 2011 as a
preventive measure in view of the 2008-9 rise & public deficit (Glassner, 2010). The
absence of a clear association between macroeconmmnditions and pay reforms suggest
governments’ interventions in public sector pay rhaye shifted from a tool to be used as an
‘emergency measure’ to a tool for implementatiomainstream economic and fiscal policy.

In 2011, most European countries implemented pudaator pay freezes and cuts. Moreover,
even in those countries where pay cuts and freeaes not been explicitly adopted the regular
functioning of collective bargaining machinery hesvertheless been adversely affected (see,
also, Glassman 2010). In Germany, following a pagréase of 2.3% in 2010, in 2011 the
Christmas bonus for civil servants was initiallgueed (equivalent to a 2.5% pay cut) but then
restored in late 2011; they are now paid 60% ofoatitly payment as opposed to the former
30% (Bosch et al. 2012: 22, national report). Thghést pay increase in table 1.1 is in
Denmark in 2012. Such outcomes, achieved agaigsharalised trend of pay cuts in public
sector pay across Europe, point to the divergemgeyp outcomes and varying resilience of
social dialogue in shaping pay settlements. Indhosuntries most adversely affected by the
economic crisis, trade union opposition to govemtsieunilateral decisions has had very
limited influence.

%2010 data as reported in figure 1.1; the EU27ayedebt to GDP ratio was 80%.
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2. Country patterns of public sector employment: tr ends, austerity
measures and the impact on women’s employment

While the severity of austerity measures varieossrEurope, the significance of public

spending cuts for employment depends to a largenexin the importance of public sector

employment. Among the five countries investigatedhis programme of research — France,
Germany, Hungary, Sweden and the UK - the publitoseaccounts for between one in five

and one in three jobs. As such, spending cuts aabsunes to downsize the public sector can
be expected to have a significant impact on thedabmarket, especially in a context of

persistent low economic growth and even recessitnich hinders expansion of the private

sector. However, the impact of current austerifgrmas has to be interpreted in the context of
prior trends, which include a diminishing of theesiof the public sector in Germany and

Hungary, for example, compared to a decade of gteagansion in the UK. The austerity

measures are also likely to have more adverse goaeees for women’s employment than

men’s in light of women’s over-representation i fpublic sector in all European countries.

This chapter investigates each of these issuesnnand addresses the following questions:

» Drawing on the harmonised Eurostat data, whatteeduntry patterns of public sector
employment and how have these varied over time?;

* Using national data sources, what has been thecingbausterity measures on public
sector employment and what are the notable featnregch of the five countries?; and

* What are the consequences for women’s employment?

2.1. Employment patterns by country

The public sector is a major source of employmentirorkers in all five countries, especially
for female workers. An approximate indication & size is provided by using the harmonised
European LFS data, taking the NACE sectors of puddiministration, education and health
and social work (categories O, P and Q). This idrfam perfect since a varying share of the
education and health sectors across the five desns provided by the private sector — for
example, while the UK health sector is almost ehtirprovided by the public sector in
Germany it is mostly private sector. For this reas@ supplement our analysis with national
data sources below.

The harmonised Eurostat data suggest the publimrse@ccounts for one in four of the
workforce for the 27 member states of the EU, whiteong the five countries investigated it
ranges from 23% in Hungary to 33% in Sweden. Th&idution among the three categories of
public sector employment varies: France is distiectfor its high share of public
administration jobs (almost 10% of all employmetitg UK and Sweden for their high shares
of education; and Hungary for its high share oflguddministration and low share of health
and social work employment (figure 2.1).
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Figure 2.1. Public sector employment as a shathefotal workforce, ELFS 2012 Q1
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Source: European LFS (NACE rev.2 O, P, Q, employriér64 years old).

As might be expected, there is a relatively closggnment between the size of public sector
workforce and the size of public expenditures amonogntries, even in the wake of the
financial crash when public spending in severaintoes initially increased (bank bailouts and
the welfare costs of the recession) and then deedeander austerity measures (section 1).
2011 data suggest France and Sweden are amongkthgpenders in the European Union, the
UK and Hungary close to the EU average, and Gernsrspmewhat below. Their relative
ranking by employment size is similar, although i@@ny overtakes Hungary and the UK
ranks alongside France, according to the harmonis@wstat data. We can identify the
relationship more clearly by tracing the public gieg and employment data for all EU
member states, shown in figure 2.2. This showgtistive relationship (correlation measure
of 0.61) between the two indicators and identifiesee groups of countries placed at high,
medium and low points along the line of correlati®his suggests that, compared to European
performance, Sweden and the UK both achieve a higi@re of public sector employment
relative to their public spending outlays. The eliince between the UK and Hungary is
notable, with a far larger workforce supported bsirailar level of public spending in the UK
than in Hungary.

Trend data for public sector employment from Ewabghgain relying on the imperfect NACE
categories O, P, Q) show dissimilar patterns amibwegfive countries (figure 2.3). Public
sector employment in Sweden displays a remarkahlylestrend over the 16 years for which
data are available (32-33% of total employment)levin France and the UK there is clear
evidence of a steady rise in its share of all egmpknt, most pronounced in the UK where the
share has increased from 24% to 30% over the pdno@ermany, the share has been steady
since around 2003 but the data reveal two peribdaspid rises in the early 2000s and the mid-
1990s. Finally, public sector employment has remtirelatively low in Hungary (21-23%)
albeit subject to volatile swings over the period.
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Figure 2.2. Comparison of public spending and prib&ctor employment (as percentages of
GDP) for EU countries, 2011
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Figure 2.3. Trends in public sector employment, BEAT, P, Q, 1993-2011
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There is some evidence of the impact of austerggsures during 2010-2011 leading to a drop
in employment shares in three countries, Frana UK and Hungary. The absolute drop in

numbers employed in the three NACE categories ased proxy for the public sector was

around 1% in France and Hungary and in fact rendaiekatively stable in the UK according to

these data (although see below for the more accuational data), while total employment

increased by around 1% in Hungary, by 0.3% in the dsd remained flat in France (table

2.1). In Sweden there was a drop in all in emplaynaad in public sector employment during

2008-2009 but numbers have increased in tandene sen. In Germany, numbers of public

sector workers have increased each year by aroundBead of total employment growth in

2008-9 and 2009-10 although again national datacesuon actual public sector employees
paint a somewhat different picture.

Table 2.1. Annual changes in total employment arndip sector employment, 2008-2011

Total employment Public sector employment

Size  Annual % change Size  Annual % change

2008 2008-9 2009-10 2010-11 | 2008 2008-9 2009-10 2010-11 |
EU 27 217,401.5 -1.8% -0.5% 0.3% 51,603.1 1.6% 1.1% 0.5%
Euro area 17 142,335.2  -1.9% -0.6% 0.3% 34,021.7 1.3% 1.0% 0.9%
Germany 37,902.3  -0.2% 0.7% 2.4% 9,377.4 2.1% 2.0% 2.4%
France 25,756.3  -1.0% 0.1% 0.1% 7,638.8 -0.6% 0.9% -0.7%
Hungary 3,849.2 -2.5% 0.0% 0.8% 829.5 1.6% 3.5% -1.2%
Sweden 4,493.8 -2.3% 1.0% 2.1% 1,435.2 -1.3% 1.3% 2.6%
United Kingdom | 28,670.8  -1,7% -0.3% 0.3% 8,177.1 3.5% 1.2% -0.1%

Source: Eurostat data, NACE rev2, public sectoméeffias NACE O, P, Q.

2.2. National data: trends and patterns in publics  ector employment

An alternative and more detailed picture of the sind trends in public sector employment can
be derived from national data sources (see thenatmnal reports for more details). The data
are not comparable and we therefore present thigsidor each country successively. In
summary, the national data point to divergent fogtl The UK is the only country among the
five where a previous decade-long upwards tremiumbers employed in the public sector has
been abruptly reversed by a dogmatic implementatiodownsizing during 2010-2012 (and
expected to continue). In Hungary and Germanypth#ic sector workforce was diminishing
prior to the austerity crisis (albeit rather emwaliy in Hungary) although this accelerated
during 2010-2011 in Hungary. France and Swedencdntrast are emblematic of relative
stability in the size of the public sector workfercThere are measures to reduce numbers in
France (largely in central government) - as welhasse in the share abntractualworkers
(non civil servants) - and there has been no grawtpublic sector employment in Sweden
since its massive contraction in the early 1990=amng that its share of total employment has
declined during the 2000s, but hard-headed augtergasures have not been implemented.
Table 2.2 provides a summary.
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Table 2.2. A summary of public sector employmettepes in five countries (national data
sources)

Size of public sector employment Recent trends

France 22% (5.4 million) using a restricted Trend increase until 2010, but a small decline
definition of public servicesHonction since.
Publiqué

Rise in the share abntractualworkers (up to
27% (7.0 million) including state-owned 15% in 2011)

organisations and publicly funded private

organisations

Germany 11.2%, 4.6 million Long-term downward trend sinegly 1990s
(privatisations and downsizing at all levels of
government) but small rises during 2008-2010 at
Lander and Municipality levels; 2010-2011 a
further small rise (+0.4%)

Increasing share of civil servanBeamtg (26%
to 34% to 37%, 1991-2000-2011)

Hungary 26-30% (including civil servants and  Trend decline since 2004 but overall large upward
public service employees) and downward swings in employment since 1990;

evidence of recovery during 2008-2010 but then a

5% fall during 2010-2011

Cuts targeted public service employees (19%
reduction) rather than civil servants

Sweden 32% (1.32 million) Stable trend of numbers emplogaate 1996 but
shrinking share of total employment: from 38%
(1996) to 35% (2006) and further in recent years
to 33% (2008) and 32% (2011)

UK 20% (5.9 million) Trend increase from 1999-2010dwnded by an
abrupt downsizing by 7% during Q1 2010 to Q1
2012

11% cut in local government workforce (2.3 to
2.0 million) over the same period

Source: National reports for France (Audier et, abgrmany (Bosch et al.), Hungary (Berki and Neuman
Sweden (Anxo) and the UK (Grimshaw et al.).

Defined to encompass state-owned companies ané @avhinistration employees covered by
private labour law as well as tt@nction Publiquethe French public sector may be said to
account for 27% of total employment. A more restdicnational definition restricted to the
Fonction Publiqueadds up to 22% of total employment, some 5.4lionikmployees, divided
across central government, regional and local gowent and the public health sector. In 2012
civil servants amounted to around 85% of the pub&cvice workforce. During the decade
prior to 2010, the French public sector enjoyedteady trend increase in public sector
employment (with a mean annual growth rate of 1f@%the 1998-2009 period). However,
since 2010 there is evidence that this trend iseréeas halted and turned negafinoreover,
during 2006-2009 the overall trend rise obscured twpposing trends: a fall in central
government employment and a rise in local goverrineemployment (with a mean annual

“ Sourced from http://blogs.lesechos.fr/dominiquexdeistorique-moins-de-fonctionnaires-a10934.htailed in
Audier et al. 2012, national report).
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growth rate of 3.8% during 1998-2009). Recent emplent trends have been strongly
influenced by government efforts to curb publicregiag, most notably with a new ‘one-for-
two replacement ratio’ applied to the central goweent sector. In fact, Gautié (2012) shows
that the balance between authorised job creatiodsj@ cuts had already switched to the
negative in 2003; the economic crisis reinforced ttend and the net cuts to employment
tripled in size to around 30,000 per year durinQ2@011 (op. cit.: figure 5.5). Alongside job
cuts, the central government sector also withesseide in the share of non-civil servants
(contractualworkers) from 12% to 15%, a trend mirrored in tlospitals sector, although not
in regional and local government.

The size of the public sector workforce in Germasyrelatively small — just 4.6 million
employees in 2010, or 11% of total employmentals dropped considerably over the last two
decadey especially in the 1990s for a variety of reasdisee features of the downward trend
are notable. First, privatisations in the 1990s andtinuing into the 2000s shifted large
numbers of public sector workers from ‘direct’ tndirect’ public services, including workers
in postal services, telecommunications, railways hospitals; numbers employed in indirect
public services increased from 325,000 in 19914t @00 by 2010.

Second, over the last two decades Germany hastakedera steady shrinking of the size of the
public sector workforce employed at all levels alvgrnment — central (federal), regional
(Lander) and local (Municipalitie§)Over the last two decades, the workforces have bae
by 30% at federal level, 25% at Lander level an% 3t Municipality level. The rate of decline
slowed considerably in the 2000s and bottomed @008, followed in fact by a small rise of
2.2% during 2008-2011. Like France the overall dresince 2008 obscures opposing
tendencies at central and local levels. Germanyesged a small rise during 2008-2011 in
numbers employed at both Lander and Municipalityele — increases of 3.3% (74,200
employees) and 2.7% (35,800 employees), respegtivdbut a fall in central government
employment of 2.2% (536,000 to 525,000 employees).

Third, the changing composition and scale of pubdictor employment in Germany has been
accompanied by an increased share of workers withservant Beamt¢ employment status,
the contrary of the trend in France where cuts app® have targeted civil servants. At all
levels of government, numbers of civil servantddat increased over the last two decades
while cuts have targeted non-civil servants; thareshof civil servants employed at Federal,
Lander and Municipality levels rose from 26% in 198 34% in 2000 to 37% in 2011. It is
notable that non-civil servants outnumber civilveeits among the middle and lower service
ranks where there is a greater propensity of di@s/subject to outsourcing. The state in fact
benefits in the short term from employing a higharghof civil servants since, although
eventual pension liabilities are clearly highermlates not pay employer contributions to social
security (saving around 20% of the gross payi)ithermore civil servants have no right to

® The size of Germany’s public sector workforce ahare of total employment has dropped from 16.8%0i90
to 13.4% in 2000 to 11.2% in 2011 (Jann et al. 2@®&ch et al. 2012, national report).

® These developments are not picked up by the Eatrdata shown above, in part because health isaoided
in the public sector in Germany.
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collective representation in determining pay ankeotemployment conditions allowing for
unilateral adjustments.

The best estimates from national data sources eofsite of the public sector workforce in
Hungary suggest it accounts for around 26-30% t@f employment, including civil servants,
public service employees and the state enterpes®is although a precise figure is difficult to
estimate because of the grey area of contractiggnisations that are funded by the public
sector and may or may not be counted in definitighdmori and Kol 2012: 166). It has
witnessed relatively large swings in employmentroWe last two decades with an overall
trend decline in numbers employed in the last seweright years. The choppy pattern of
employment has been characterised by expansiongltire transition years, a fall by close to
10% during the second half of the 1990s (due Isrgelthe neo-liberal Bokros reforms),
expansion during 2001-2004, severe cuts of 12% 0§82(in response to a growing
government deficit) and a minor expansion followsda fall in recent years. Thus, while it
averaged around 780,000 employees during 2000-26& Igublic sector workforce reached a
peak of 819,000 (in 2003) and a trough of 722,00@Q08).

Among the different categories of public sector keps in Hungary, greatest stability in
numbers employed is evident among the civil sesjanho accounted for around 15% of the
public sector workforce in 2011. Numbers increasethe early 2000s but since 2004 have
fluctuated around 125,000. By contrast, the nundfehe larger category of ‘public service
employees’ also increased until 2004 but then leas lcut quite considerably: from a peak of
609,000 in 2004 public service employees droppedrbgverage of 4% per year until 2011, a
fall of 150,000 employees. Separate to these fgyureingary also employs around 219,000
workers in state-owned companies and, in respanfigetrecession, has deployed a system of
‘public works employment’ which reached a peak 86,000 in 2009 and has since fallen to
around 61,000 in 2011.

With a large public sector workforce (second onty Renmark in the European Union),
Sweden has enjoyed relatively stable numbers ofl@ment in both central and local
government since the late 1990s with little evideraf austerity-related downsizing as
witnessed in Hungary and the UK. In 2011, aroun8,@d0 people were employed in central
government and 1,074,000 in local government — thmyerepresenting 32% of total
employment (similar to the Eurostat data estiméteva). In fact the major adjustment in the
public sector workforce occurred in the first haffthe 1990s; after steady expansion of the
Swedish welfare state since the mid-1960s there awasabrupt downsizing during the
economic crisis of the early 1990s and implememtatf what can be seen as early fiscal
consolidation, involving budget cuts, regionalisatiand the privatisation of various
nationalised companies. Since this adjustment, rusnémployed in the public sector have in
fact remained relatively stable (a decline of 1.@3ting 1996-2011). Yet because employment
has expanded in the private sector since the B®®sl (from around 2,100,000 to 2,700,000
during 1996-2010), the share of public sector wiwle total employment has in fact declined
quite significantly. The result is a fall in thelpie sector employment share from around 39%
in 1996 to 36% in 2006 and then a sharper drop2% 3n 2010. This downward trend
contradicts the stable trend estimated by Eura&tave.
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Finally, in the UK, after a decade of expansiont®fpublic sector workforce it has embarked
since 2010 on a sustained and controversial pofidownsizing. The catalyst was, on the one
hand, the austerity crisis and a concern that diversign debt crisis of the euro-zone might
infect the British economy if the deficit was nepaired, and on the other hand the result of
the election of a right-wing coalition governmehat explicitly seeks to shrink the size of the
state as a direct employer of public sector workBitsmbers employed in the public sector
increased from 5.5 million in 1999 to 6.3 milliohthe beginning of 2010 but then during the
24 months since the first quarter of 2010 have by around 420,000, or 7%. As a share
of total employment the public sector workforce maduced from 21.9% to 20.1%. Like
France, the UK'’s health sector has been relatipebyected from job cuts (a 3% cut over the
same 24 month period). But unlike France local govent has been very severely affected in
the UK, a cut of 11% from 2.3 million to 2.0 milhoThe only other group to have experienced
such large downsizing, although on a much smadlalesin terms of humbers affected, is the
police, which have been cut by an equivalent 11%mf199,000 to 187,000 over the same
period.

2.3. The consequences for women’s employment

In common with all European Union member statesmeio are over-represented in public
sector employment in all five countries and therefoan be expected to be most adversely
affected by the current fiscal consolidation apploaf spending cuts and downsizing of the
public sector. Given that the public sector is & lste of opportunity for high skilled
employment there is an understandable concerntlteaprivate sector may be unable in the
context of ongoing recession to reproduce the tygdsigh level jobs leading to an overall
decline in the quality of women’s employment (Ryb2012). Research using the European
Foundation’s JOBS database (1997-2007) demonstiiaé¢sacross Europe the public sector
has been a major contributor to women’s overall ghlange and in most countries it has
contributed to upgrading of women'’s jobs, albeitrva polarising effect in the UK (Grimshaw
and Figueiredo 2012). As we saw above, the cuaesterity crisis has to date affected some
countries more than others but in all five cousta@going policy reforms are likely to place a
growing number of women’s jobs at risk. We consither wider issues for gender equity in
section 4. Here we document the employment pati@ndseffects of job cuts, again drawing
on both Eurostat and national sources of data.

With the same cautions regarding use of Eurostat El&ategories for estimating public sector
employment (see above), figure 2.4 shows the degfeever-representation of female
employment in the public sector. Women’s shareulflip sector employment is fairly similar
among the five countries, a range of 67%-74%, tegire Sweden and lowest in France and
Germany. The degree of women’s over-representatiat, is the difference between female
shares of total employment and of public sectorleympent, is also largest in Sweden (48%
and 74%, respectively) and smallest in France (48%68%). Among the three categories of
public sector employment — public administratiodue&ation and health and social work —
women’s employment share is highest in health lirinad countries (and the EU 27 average)
and lowest in public administration where in facinaen are only marginally over-represented
in Germany.
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Figure 2.4. Female shares of public sector emplaoyri¢ACE categories), 2011
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The measure of concentration of women’s employmenthe public sector (that is, the
percentage of all female workers employed in thblipusector) varies rather considerably
among the five countries — from 34% in Hungary t®®%bin Sweden, reflecting both the
differing sizes of the public sector (see above) aoemen’s varying levels of integration into
the private sector (figure 2.5). Closer inspecsaggests the variation is largely explained by
differences in women'’s concentration in health addcation employment. The Eurostat data
suggest that more than one in four women in Swederemployed in the health and social
work sector, one in five in Germany and barely owee in ten in Hungary. Also, while less
than one in ten women work in the education se@torGermany and Hungary their
concentration rises to one in six in Sweden andUKe It is notable that the neoliberal UK
model appears similar to the social democratic $tednodel with respect to women’s
welfare state employment opportunities.

Austerity measures, most visible in Hungary andulise are likely to have a disproportionate
effect on women’s employment because of the higloeicentration of women compared to
men in the public sector. In Hungary, the reductoérthe predominant category of ‘public
service employees’ (outside of civil servant statsiace 2004 has displaced three times as
many women as men (overall employment reductiond1df,000 and 39,000, respectively,
during 2004-2011). The negative trend appears @ Helted since 2009, after which men
have benefited from a 3% increase (113,000 to DDJ,0n public sector employment
opportunities while the number of women in pubkevices jobs has remained stable at around
340,000. The gender divide among civil servantsimsilar although both men and women
enjoyed job growth during 2008-2011 — 10% and GSgpectively.
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Figure 2.5. Concentration of female employment umlic administration, education and
health (NACE), 2011
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Source: Eurostat data.

In the UK during 2010-2012 women occupied thrediva of the jobs lost across the public
sector. The largest job losses have to date beengfemale part-timers employed in the non-
managerial and non-professional occupations, thdtref widespread downsizing of part-time
school teaching assistants and part-time worketsdal government and health. The explicit
targeting of local government in the package ohgp®y cuts has been especially damaging for
women’s employment and has resulted in women te aatounting for two in every three jobs
lost, 160,000 out of 240,000 jobs during 2010-2(@2mshaw 2012).

The position for women in France and in Germanyquste different. In both countries
women'’s share of public sector employment has aszd slightly during the crisis as men
have faced larger employment losses. In France,emtsrshare of public sector employment
increased from 60.5% to 61.9% during 2007-2010 (i@a2012). In Germany, despite the
decade-long trend decline in public sector emplaoyin&omen maintained a relatively stable
level of employment while men faced a decline iaittemployment by close to 10% from
2002 to 2010. The result has been that women’ssbfgpublic sector employment rose from
51% to 54% over the period; moreover, there watab a rise of 82,000 jobs for women
during the economic crisis (2007-2010) and a fairound 36,500 jobs for men. The changing
sex composition in the German public sector haotatd do with the long-term trend
substitution of part-time for full-time jobs, evidaein the public and private sectors. In the
public sector, the share of part-time employmerst inareased from 16% in 1991 to 26% in
2001 and 32% in 2010; more than 80% of part-tinn@2010 are women. Because of stricter
regulations in the public sector that require samishl part-time hours - at least 50% of normal
full-time hours -there is a very low incidence dtietcontroversial ‘mini-jobs’. Part of the
increasing number of part-time jobs instead redlébe right of returning mothers to request
flexible hours, as well as early retirement schertteg for a time encouraged part-time
working schedules.

21



3. Patterns of public sector pay: pay premiums and pay penalties

A characterisation of public sector pay dependa ggreat extent on its relationship with the
pattern of private sector pay. In this chapter wpl@e three key questions, each of which
define this relationship and, as we demonstratg, lma country and over time.

1. On average, do public sector workers earn a prenonen the private sector and is this
sustained once differences in education, skill,agexperience are accounted for?

2. Is there a gender divide such that more women exp=r a public sector premium (or
penalty) than men and the public-private sector giffgrence is greater for women
than for men?

3. Is the public sector wage structure more compressmdin the private sector such that
the wage difference between sectors declines assnagrease?

We explore each of these questions for the fivecsetl countries. We begin with an analysis
of national pay data and follow with a summary e$ults from decomposition studies that
adjust pay for a variety of individual and occupatl characteristics.

3.1. Descriptive statistics on public sector pay in five countries

Austerity measures across Europe have focusedtiatiemot only on the size of the public
sector workforce but also on the size of the pukdictor paybill and the level of public sector
pay relative to the private sector. In the inteyesit promoting better fiscal governance, the
European Central Bank has published several workiagers on the issue. In their 2010
working paper, for example, Holm-Hadulla and call@es argue that evidence of stronger
wage growth in the public sector compared to theape sector in the euro zone countries
suggest many countries have pursued pro-cyclicatips. Such an approach is potentially
problematic, they argue, because it risks becoramgenched, inducing a ‘secular growth’ of
public sector pay, reducing public investment andarmining wage competitiveness in the
private sector (2010: 17-20). The data for 1999800 fact suggest a mixed picture with
Germany, France, the Netherlands and Finland emgoyery similar pay trends across the two
sectors, while large gaps have clearly opened Upeland, Greece, Spain, Italy and Portugal
(op. cit.). The strong inter-country variation sallbr more detailed understanding and analysis
of country patterns and country wage-setting system

Moreover, there is limited agreement in the mangngarative empirical studies of public
sector pay regarding its level relative to the g@iévsector in particular countries. The reasons
for different headline results include the variefywage data sources used (eg. ECHP, EU-
SILC, OECD, national data), differences in samplaigull-time and part-time workers and
differences in the definition of the public secterincluding for example, employee self-
definition or use of the standard industry (NACRBjegories. Table 3.1 illustrates some of the
differences among studies by summarising the headhw, unadjusted data on the public-
private sector pay gap as presented in a seleatioomparative studies. The results for France
are most varied and range from a negligible putdictor pay gap in the Holm-Hadulla et al.
(2010) study to a wider premium in the Ponthieuxl &feurs study among both men and
women.
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Table 3.1. lllustrative public-private sector pagps (unadjusted), from selected studies

Authors Data source Country Workforce group Public-private
wage gap
Giordano et al. EU-SILC, gross Germany All 1.19
(2011) hourly pay France All 1.15
Holm-Hadulla et al. OECD data Germany All 1.22
(2010) France All 1.04
Lucifora and Meurs National data — France Male, Female 1.05,1.10
(2004) log hourly wage UK Male, Female 1.07,1.13
Ponthieux and Meurs ECHP, gross France Male, Female 1.13,1.26
(2005) %)Onothly pay. Germany Male, Female 1.12,1.21
UK Male, Female 1.02,1.18
Grimshaw et al. (2012, National data, gross France Male FT, Female FT, Female PT  1.10, 1.13, 1.22,
this report) a‘ﬁggrey)(,mz%?gn o Germany All, Male, Female 0.93, 0.95, 1.04
Hungary All 0.94
Sweden All, Male, Female 0.92, 0.98, 0.96
UK All, Male, Female 1.15,1.17,1.29

Drawing on national sources of wage data, as peavid the five national reports for this

project, table 3.2 sets out the headline indicatamely the public-private pay gap, using the
available data. Caution is required in drawing dirgater-country comparisons because the
national data are different; they define the pubéctor differently, survey different samples of
the population and present different measures agesaOur analysis here is meant to be
illustrative rather than conclusive. There are they results. First, considering male and
female employees combined, there is a contrast degtvan unadjusted public sector pay
premium in France and the UK and a public sectyr penalty in Germany, Hungary and

Sweden, when considering all employees.

Second, there are considerable differences by gex \here data are available, by full-

time/part-time. The public-private pay gap is madvantageous for women than for men in
France, Germany and the UK but in fact it is maatijnless advantageous in Sweden (a
penalty of 4% for women but just 2% for men). Inr@any, while there is a public sector pay
penalty for all employees this turns into an averggy premium (of around 4%) among
women only, and in the UK the pay premium for wonfah29% in 2011) is considerably

higher than that among men (17%). In Hungary, teey wide discrepancy between civil

servants’ pay and that of non civil servants (‘puldervice employees’) merits separate
analysis of these groups; we find a large premimmaverage public sector pay for the
relatively small group of civil servants (men andmen, 21%-24%) but a medium-sized
penalty among public service employees (10%-15%fen and women). Finally, availability

of full-time and part-time earnings data for thomintries reveals a consistently larger public
sector pay premium among female workers in parétjabs, up to 8% in Germany, 22% in

France and 44% in the UK.
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Table 3.2. Public-private gaps in average pay we ftountries, national data 2010

Public Private Public/Private
(national currenc

France Female full-time 11.21 9.89 1.13
Female part-time 11.06 9.10 1.22
Male full-time 12.53 11.43 1.10
Allemployees

Germany Female ful-time 18.13 17.90 1.01
Female part-time 16.49 15.23 1.08
Male full-time 21.41 22.54 0.95
Female 17.85 17.11 1.04
Male 21.23 22.35 0.95
All employees 19.30 20.76 0.93

Hungary Female* 236278, 174961 194659 1.21,0.90
Male* 277098, 190020 223058 1.24,0.85
All employees** 189600 201100 0.94

Sweden Female 25600 26700 0.96
Male 30000 30700 0.98
All employees 26800 29200 0.92

UK Female full-time 15.79 12.65 1.25
Female part-time 13.00 9.03 1.44
Male full-time 18.23 15.87 1.15
Female 15.04 11.69 1.29
Male 18.19 15.51 1.17
Allemployees 16.27 14.18 1.15

Notes: France +median net hourly earnings, LFS 2010; Germany — gross hopaly excluding charities, 2010; Hungary - *
average monthly earnings for civil servants andlipugervice employees, respective11, ** full-time equivalent average

monthly earnings, 2010 (Hamori and KbR012: table 8.4); Sweden — gross monthly earnig@%0; UK — gross hourly pay
excluding overtime, ASHR011

Source: National wage data, national reports apglsmentary wage data by communication with thénat report authors.

While it is usual to compare public-private pay gapthin particular groups, such as women,
men, full-time and part-time, an alternative congxar uses average male pay in the private
sector as a common comparator. This is arguablgra neasonable wage benchmark given the
numerous studies that identify problems of sexrdignation in pay in the private sector; as
such, comparing women'’s pay in the public sect@irsj women'’s pay in the private sector
obscures the issue. With this alternative wage lrack the picture changes considerably (see
figure 3.1). Only a limited number of public sectworkforce groups now earn an unadjusted
pay premium; it applies to male and female civilvaats in Hungary (who are outnumbered by
public service employees by around four to one) tanchale full-time workers in France and
the UK. The pay advantage that women enjoy whenpemed to other women in the private
sector disappears in France, Germany and in themMd&n we compare women’s earnings
against men in the private sector; also, amongfdlbe groups distinguished for Sweden,
women in the public sector rank lowest and regiatpenalty of 17% against male employees
in the private sector. This is a significant reshloreover, the relative position of female part-
time workers falls dramatically. Women in part-tijeds experience a pay gap of 27% in the
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German public sector, 32% in the German privatéoset8% in the UK public sector and a

striking 43% in the UK private sector. The patterrd-rance is not dissimilar to that of the UK

with the exception of a far narrower gap among fenpart-time workers in the public and

private sectors in France where the private sagtme penalty for female part-timers extends
to 20%.

Figure 3.1. Public and private sector pay for mendawomen relative to average male
earnings in the private sector, 2010
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Notes and source: see table 3.2.

A further interesting difference between the pulali private sector wage structures is their
varying spread from lowest to highest pay. Mairstreeconomics studies in the 1980s and
early 1990s used to refer to a general problendoél imbalance’ in the public sector with
insufficient wage incentives at the top to encoarhmgh performance and too much rigidity at
the bottom that was said to crowd out private selciw-wage job growth. However, in the
context of public sector reforms and country défees in wage-setting institutions it is likely
that a pattern of more compressed wages in theqgusdxttor and greater wage inequality in the
private sector exhibits interesting country differes.

The key results are contained in table 3.3. Forfdle countries shown, the gap between top
wage decile and bottom wage decile is consistdngjger in the private sector than the public
sector with the two exceptions of female part-twarkers in the UK and male employees in
the civil service in Hungary. It is also importantacknowledge the very wide differences in
wage inequality between countries, with very lowaswes of wage inequality registered in
Sweden — an interdecile ratio of just 1.77 in the@sh public sector (gross monthly earnings,
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all employees) — and high in the Hungarian civilvaee, as mentioned (5.43 among men). In
France and the UK, higher private sector wage iaktyutends to be a result of wider

inequality in the bottom half of the wage distrilbat The pattern is different for female part-
timers for whom the public sector offers signifidgngreater opportunities to earn high pay
than the private sector in France and the UK. Howarkers, however, the public sector in

both countries shores up the bottom of the wagetsire. Sweden is the reverse, with similar
wage inequality in the bottom half the wage streetiout higher pay at the top in the private
sector than in the public sector.

Table 3.3. Inter-decile wage ratios in the publi@arivate sectors, five countries, 2010

Interdecile - P90/P10 P10/Male private P90/Male private
P50* P50*

Public Private Public Private Public Private

France Male FT 2.59 2.71 0.74 0.69 1.90 1.88
Female FT 2.17 2.51 0.69 0.61 1.50 1.53
Female PT 2.78 3.12 0.58 0.46 1.60 1.43

Sweden All 1.77 2.17 0.73 0.72 1.30 1.56
UK Male FT 3.17 4.16 0.75 0.56 2.37 2.35
Female FT 2.83 3.47 0.70 0.51 1.97 1.77
Female PT 3.39 2.36 0.54 0.48 1.83 1.13

All 3.34 4.04 0.63 0.49 2.02 1.98

Civil service Public service Private

Hungary Male 5.43 3.19 4.66
Female 3.72 2.60 4.26

Notes: * Ratios expressed relative to median majeipahe private sector (Sweden) and median mdldifoe pay in the
private sector (France, UK).
Source: National wage data, national reports.

3.2. The adjusted public-private pay gap: a summary of decomposition results

Because differences in public and private sectgrrpflect variety in workforce composition —

by skill, age, experience and education for examplg is necessary to consider country
differences in the adjusted pay gap. In this sactwe draw on a variety of decomposition
studies to provide an overview of findings for tlie selected countries. Again, a note of
methodological caution is needed since the empistalies reviewed here rely on different
econometric techniques, use different data setg, watheir selection of time period and

exploit different independent variables, not to tren differences in definition of public and

private sectors. The exercise is nevertheless wbith as a state-of-the-art review of
comparative decomposition analysis. The resultsanemarised in table 3.4 and in the form of
a highly stylised graphical portrait in figure 3.2.
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Table 3.4. Key characteristics of public/privatetee pay gaps, after adjustment

Adjusted pay Gender divide? Larger adjusted Main workforce
premium at the premium for low beneficiaries of public

median wage? paid, declining as sector premium?
wages increase?

France Yes, larger Yes, results in a penalty-F workers
premium for F than  for high paid M and -Low-wage workers
M zero/small penalty for
high paid F -Low educated M
-Mediumé& high educated F

-Short & long tenure
workers

Germany Yes Yes, premium for F Yes, results in a penalty-F workers

but not for M for high paid M and _Low-wage workers
zero/small penalty for ) i
high paid F -Workers with medium
tenure
Hungary No, gap varies No information No, among low n.a.
substantially over educated higher
time — premium incidence of low paid
(2002-6) and than in private sector
penalty since 2007
Sweden No, pay penalty No No, similar sized pay n.a.

penalty along all decile
points, M and F

UK Yes Yes, larger Yes for full-timers,  -Female workers
premium for F than  declining to zero for _Fomale part-timers, rising
for M (insignificant  high paid F and a small |, pay level
for men in some penalty for high paid ) .
studies) M; F part-timers enjoy ~LOW to medium paid male
arising premium  Workers

Source: summary of meta-analysis of results frolected decomposition analyses - see Appendix table
France

As we showed above, net hourly earnings data fa0 Zuggest median public sector pay in
France was approximately 10% higher than that énpttivate sector. Since 2003 the premium
has diminished from around 15%. This unadjustedaw, pay gap is approximately double
the size for women than for men, although thisaglp due to a larger premium experienced
by female part-timers (Audier et al. 2012, natiormgdort).

Studies that control for educational and demogaplifferences among public and private
sector workforces tend to show the public sect@npum is still significant and positive.
Lucifora and Meurs (2006) find an adjusted premni®% and Dickson et al. a premium of
4%. Also, while Brindusa et al. (2011) find a sianikized adjusted premium of around 15%
for women and 17% for men, most studies suggesadiested premium is larger for women
(eg. Giardano et al. 2011), including evidence akgative penalty for men in the analysis of
Tepe et al. (2012).
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Across the wage distribution, from low-wage to highge workers, the decomposition
analyses point to a significantly larger premiunm f@orkers at the bottom decile and a
diminishing premium as wages increase. This fithwvidence from French LFS data that
show the incidence of low pay is only 3% among fusdctor workers compared to 6% for the
private sector (Audier et al. 2012, national repoft also fits with a pattern of more
compressed pay in the public sector than in theafisector among both men and women (see
above).

Moving up the wage distribution, the results sugdasmale workers the premium turns to a
penalty at the top decile. However, the questiotoashether or not the premium is retained
among the highest paid female employees has a namgder, ranging from a small premium
of 3% at the top decile (Lucifora and Meurs 2006 gatpenalty (Tepe et al. 2012). A related
study that analyses pay patterns over an indivisllig¢time finds that the French public sector
premium follows a U-shaped pattern, dipping to z&fter around 13 years tenure then rising
again with further experience (Dickson et al. 2010)

Germany

On average, pay in the German public sector onhegges a significant premium over the
private sector for women, not for men. The raw g% data for 2010 from the national
statistics show that average public sector payasrad 1-4% higher than the private sector for
female full-timers, using hourly, monthly or annuwedrnings, but 2-5% lower for male full-
timers. Women in part-time employment enjoy a higlpaiblic sector pay premium,
approximately 8% considering hourly earners and 1&8asidering monthly and annual
earnings (Bosch et al. 2012, national report).

Adjusting for individual characteristics, decompgmsi analyses confirm a significant pay
premium for female public sector employees (eg. i&%Brindusa et al. 2011 and 19% in
Giardano et al. 2011), but point to conflictingdings for male employees; different studies
find evidence of a small premium, insignificantfdience and a significant penalty (see
appendix table Al).

Like France, quantile regression analyses demdastinat the size of premium is largest for

the lowest paid in the German public sector, altfroGiardano et al.’s (2011) results suggest
the premium at the bottom decile is two to threees greater than the comparable situation in
France, resulting in a steeper diminishing of thenpum as workers’ earnings increase. For
female workers the premium diminishes to zero mhtly above at the top decile pay point

while for men it crosses the zero point at arouné median pay point and generates a
significant wage penalty at the top decile, roughiyroring the size of premium at the bottom

decile.

Separating out the results for west and east Gerrslaows that for both women and men the
adjusted premium is higher at all points of the evalgstribution in east Germany (Tepe and
Kroos 2010). Men in the upper half of the wage ritistion experience a penalty in west
Germany, but this only occurs for men in the topntiie of the wage distribution in east
Germany. Similarly, women in west Germany enjoy renpum for most of the wage
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distribution with the exception of the very top lmteast Germany the premium is significantly
greater from the lowest to the highest paid.

Disaggregating workers by level of education sutgyéss high skilled men rather than low
skilled men that experience the public sector payafty (Tepe and Kroos 2010), while among
women all levels of education benefit from the pixem (Giardano et al. 2011) although Tepe
and Kroos (2010) suggest this tapers out at theatopng highly educated women. Over a
worker’s lifecourse, Dickson et al.’s analysis sesfg the opposite to France with an inverted
U-shape pay premium in Germany such that worketis tenure of 16-34 years experience a
small positive premium (2010: 10).

Figure 3.2. Stylised portrait of the adjusted pabector pay premium along the wage
distribution
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Notes: this is a stylised portrait, hand drawn dadved from the results presented in table 3.4retdrom a set of technical
equations. The portraits are not precise becauseahinge of differing methodologies, datasetse tpberiods and independent
variables used in the various studies referred to.
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Hungary

Full-time equivalent average monthly earnings ia itungarian public sector were lower than
in the private sector in 2010 (a raw gap of arowfd), bringing to an end a short period
during which public sector workers earned a premmwar the private sector (Hamori and
Kollé 2012). The pay penalty remains after controlliog €éducation, age and experience
differences, suggesting, as we also show for Swetlhet pay for public sector workers is
lower than for comparable workers in the privatet@e While there is a legacy of low pay for
public sector professionals from Hungary’'s sociais, there is also evidence of a more recent
downturn directly associated with austerity-led Ipubector pay reforms since 2009 (Berki et
al. 2012, national report).

Low-wage workers in the public sector were not Isleié from austerity measures. In practice
many public sector and private sector employeepaickat minimum wages, possibly more in
the public sector. However since 2010 there has la@eeven higher incidence of low paid
workers among the low educated in the public setian in the private sector — a significant
result given that the level of pay earned by pevsdctor workers is very often under-reported
(Hamori and Kolb 2012). Higher paid workers are also paid belogphvate sector (figure
3.2) with particularly large negative premiums gmme professional groups such as teachers
(see part Il, chapter 4). Male and female publiwise employees (the majority group of non
civil servants) are much lower paid, on averagan tmale and female private sector workers.

Sweden

Similar to the post-2010 situation in Hungary, Sexe@lso registers lower average pay in the
public sector compared to the private sector: fowarkers the raw pay gap is 8% pay. This
result holds for both men and women; the natiomah dor monthly earnings in 2010 suggest
average earnings were 4% lower for women and 2%ddar men (Anxo and Ericson 2012,
national report). Unlike Hungary, however, the evide suggests the wage penalty precedes
the current austerity crisis and reflects a lorigan pattern.

Decomposition of the public sector pay penalty sitide adjusted gap is in fact not significant,
nor does this result change over the 1995-2004¢gTepe et al. 2012). Adjusted at the
various quantile points of the wage distributioep& et al. find no evidence of a diminishing
public sector pay difference, unlike France andn@zery. Instead, the (insignificant) negative
pay gap between public and private sectors isivelgtconsistent along the wage distribution,
albeit with some marginal evidence of an invertedhape for female workers with higher paid
women experiencing the highest public sector panalbe (op. cit.).

UK

The UK pattern of public sector pay conforms teeadgr differentiated pattern similar in some
respects to France and Germany. As we saw aboedjusted for individual and workplace
characteristics the raw average hourly earnings fet2011 reveal a substantial public sector
pay premium for all workers — 25% for female futhers, 44% for female part-timers and 15%
for male full-timers.

Once adjusted, these premiums are reduced to & extsnt because of the higher share of
professional workers in the public sector. Brindetaal.’s (2011) analysis of ECHP data
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suggests an adjusted premium of just 9% for femalekers and a zero premium for men.
Also, Bozio and Disney’'s (2011) analysis of UK LaboForce Survey 2009-2010 data
suggests that controls for education and age eutav premium to around a third its size for
women (from +28% to +10%) and to around a quadenfen (from +21% to +5%).

Along the wage distribution, the raw earnings daiggest an important distinction between
full-time and part-time workers. Among full-time wkers, both male and female workers
enjoy the largest public sector pay premium amdrmeghkottom half of the wage distribution
and experience a decline in the premium among itjieeh paid, steeper for men (reducing to
zero) than for women for whom a small premium istaimed. For female part-timers,
however, the pattern is the reverse with a sulbatantrease in the raw premium from 13% at
the bottom decile to 42% at the median point arib a7 the 8 percentile point (Grimshaw et
al. 2012, national report). Results from quantdgressions confirm the pattern for full-timers:
from the bottom to the top decile the adjusted gauces from 18% to zero among women
and from 7% to a small penalty of 1% for men (Laafand Meurs 2006).
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Part Il. The role of the public sector in setting m  inimum
standards and equality standards

One key issue in assessing recent trends in pséditor pay and procurement is to identify the
implications of these trends for both employmeandards in the wider labour market and for
pay equality for specific groups, in particular den pay equality. In countries where the

public sector has traditionally taken on the rdiehe good employer (Beaumont 1981, Corby
2000, Fredman and Morris 1989, Carter and Fairleroi®99), acting also as a role model for
the private sector, changes in the pay policies arattices in the public sector may be
expected to have repercussions not only withinpthielic sector itself but across the labour
market as a whole. Furthermore, as the public sési@ major employer of women, both low

and higher skilled women, any major changes in ipud®ctor pay can be expected to have
particular implications for gender pay equality.

4. Is the public sector a ‘good employer’?

While there is a tradition in some of the five ctiigs included in this report of the public
sector performing the role of the good employed acting as an example to the private sector,
this role has been contested and changed overtréeeades as the public sector came under
pressure to follow examples from the private se@farnham and Horton 1992). Furthermore,
the extent to which the public sector has acted ksd model in setting fair pay, particularly
for low grade workers, critically depends upon #tequacy of interventions and mechanisms
to establish employment standards in the privatdgose Even more importantly, in other
national contexts particularly those of the traositeconomies, this lead role for the public
sector has often simply not been present. In theatexts, the public sector may in fact have
acted as an example of poor employment practice(P@003, Healy and McKee 1997,
Brainerd 2000, Pillinger 2004).

4.1. Six features of the ‘good employer’

The public sector’s status as a ‘good employer’ lbardinked to six characteristics that could
be considered to contribute to setting higher egmknt standards and which in some contexts
and time periods have been clearly associatedtiélpublic sector. These are as follows:

1) Providing job security

2) Providing for income security (sick pay, pensiot e
3) Setting fair levels of pay, based on ‘fair compamnis

4) Allowing for employee voice and/or collective bairgag
5) Following due process ( a characteristic of bureaxy

6) Adopting equal opportunity policies
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Table 4.1 provides a summary for the five countridany of these dimensions to employment
standard setting have been called into questiothégpread of new public management ideas
in the 1980s and 1990s, albeit to different degasgsendent on context. In some countries
some of these ‘standards’ have never been develmpagdplied and in all five countries there
were undoubtedly gaps in standards and divisiorengrparts of the public sector (Bach et al.
2009). Furthermore the extent to which these ppiesi were either adopted or had salience
depended on the extent and form of the social wagglable to all workers (that is,
entittements based on citizenship rather than eynpdmt status) and on the human resource
practices and policies that applied in the privsgetor.

If we consider first the role of the public seciarproviding job security, it is clear that
although this characteristic still prevails it HBesen subject to challenge at least to some degree
in all five countries. Germany and France have tamed the principle of job security for civil
servants and effectively extended this to non @eilvants on permanent contracts but at the
same time, the share of public sector workers aonptgary or fixed term contracts has
increased strongly. In Hungary job security for bativil servants and public service
employees is not enshrined n law but underpinnedhigy levels of compensation for
redundancy (15 months pay for civil servants andf@O public service employees) but
compensation levels are due to be decreased in@td Pedundancies are feared following the
planned major reorganisation and centralisationedfication and other local government
functions (Ha&mori and K&l 2013). Sweden has also increased the use of fiered contracts

as it also offers job security for those on openeehcontracts but without any specific
protection attached to civil servants unlike Fraacel Germany. Even in the UK there has
been some tradition of maintaining job securitytfayse on public sector open-ended contracts
and this has fuelled the growth of those on tempooa agency contracts but this job security
is based only on employer good practice and inctiveent austerity cuts is rapidly coming to
an end. Thus there is clear evidence that the psblitor in all five countries has narrowed its
‘job for life’ commitment to those providing publiservices by changes in contracts,
outsourcing or simply willingness to make redundesievhere the job security was based on
practice rather than legal provisions. There isenteless evidence of a legacy effect, such
that job security still tends to be higher in théblic sector, at least relative to the severity of
pressures on budgets (an issue we explore in oar ¢@mvernment case study below).

The public sector has also tended to provide feawgr income security though provision of
pensions, sick pay and, more recently, paid pareme maternity leave. The importance of
these provisions depends on the extent to whicketihepresent an improvement or otherwise
on private sector provision. Where this is mandagord similar to the public sector this aspect
of employment standards has less importance. ®elyHungarian pension system is identical
in public and private sectors but in France, Sweglehto a lesser extent Germany the pension
systems are quite similar between public and peisgctors although public sector workers
still enjoy some advantages. In France public sestorkers pay lower contributions (but
upwards equalisation is planned by 2020) and havigteer minimum pension entitleménin

" There are further differences in as much as pugittor employees’ pension is based on final saldrije
private sector employees on career average ( 25)yeat bonuses are taken into account more iptivate than
the public sector.
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Germany civil servants have better non contribufmgsions with other public sector workers
having opportunities to contribute to similar p@msischemes at relatively low cost to the
employee and while the private sector has occumatipensions a much higher share of
employees are not covered (around 52%) and withrdlaive decline in statutory pensions,
there is likely to be increasing dualism in theufet between those with and those without
occupational pension additions. In Sweden the pudgdctor collective agreements provide for
relatively generous collectively agreed top upsni@tional pensions but comparable to
provisions in some other sectors and large orgaaimbased again on collective agreements.
In all three cases, however, good pension provisaitill less exclusively found in the public
sector than is the case in the United Kingdom wher€008-2009 around five million
employees in the United Kingdom were in defineddfi¢pension schemes in the public sector
compared to under two million in the private seq®ozio and Disney 2011). While good
pension provision in the UK has always been pattigy,big public/private sector divide has
opened up not because of improvements in the pw@elator but because employers have
withdrawn from their voluntary schemes in the piéveector.

The public sector also plays a more significang fial providing income security against risks
of ill health in countries such as the UK where rgnéeed replacement rates under statutory
systems are relatively low; in the UK statutorykspay is set at a low flat rate le¥dlut public
sector employees are more commonly offered sick aggafull or half pay. In France civil
servants only have to wait one day compared taetbegys for private employees before sick
pay kicks in and in Sweden the ceiling on beneditsormally not applied in the public sector
along with some other private sector agreementan@sy and Hungary have the same system
in both public and private sectors. It is also e tUK where the gap between public and
private sector payments for maternity and pardetale is greatest (see below). Sweden and
France also offer some advantages in the publibiséat these mainly affect higher level
women and men as the public sector does not applgadrnings cap to parental leave benefits
which applies in the statutory system. In Germamy ldungary paid parental leave is the same
in public and private sectors, the only differencaated to opportunities to take longer unpaid
leaves with job security in Germany and to moreegeus working time flexibility in Hungary

if women return to work early after childbirth whidn practice rarely happens. Also in
Germany the public sector traditionally providectsdy of living standards by offering
additional payments linked to children and margtdtus; these payments run contrary to
principles of equal pay for equal work and wereligbed as part of the major reform in 2003.
However family and housing allowances have beeametl in France for civil servants.

The third area where the public sector may act gsoa employer is in setting fair pay, based
on principles of fair comparison and where payrfmre vulnerable groups is protected, often
by providing minimum pay above that prevailing imetprivate sector. This corresponds
broadly to the model in use in the UK up until #t@80s and which was at least temporarily
reinvigorated by some pay policies under the Newousa government, in particular the

‘Agenda for Change’ agreement in the National He8lkervice which set a significantly higher

8 In France and Hungary the replacement rate isdmtv80 to 60% of normal earnings up to a cap ofd.t&ice
the minimum wage in France and Hungary respectiv@grmany and Sweden provide a 70 to 80% replademen
but Sweden has a cap although higher than in Fram¢élungary (MISSOC data).
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minimum rate than the national minimum wage andvipled for its application to
subcontractors as well as directly employed s@fingshaw 2009). In the intervening period
there had been a significant watering down of thecjple of fair pay in the public sector,
reinforced by a tendency to outsource where a fiegni differential could be identified
between public and private wage levels and an ayandnt of fair comparison as a core
principle (although pay review bodies have tenaechaintain relative wages (Dolton 2009)).

In France from the 1980s onwards the position ef plblic sector in setting a high pay
standard was eroded by the increasing overlap dsgtvthe national minimum wage- the
SMIC-and the lower wage points on the public septay grid, Some of the problems have
been reduced by the agreement from the end af986s to index the lowest wage levels in
the public sector to the SMIC but the upgradingtbe pay points above the SMIC level is
only partially assured and the outcome has be@mgiession of starting salaries in the public
sector and an erosion of age and seniority earngmgsles for the lower grade staff. In
Germany the role of the public sector in settintatreely high minimum rates became
increasingly evident due to the fragmentation of pes in the private sector and the absence
of a national minimum wage which allows for someyew rates of pay in the private sector,
providing considerable incentives to outsourcing. dAconsequence the employers moved to
reduce the minimum rate set by introducing a nemelorate of pay to provide some defence
against low cost outsourcing. By 2011 a total @0.of public employees were classified in
this grade but 1.3 per cent of municipal publiceeemployees. Although the share is low it is
four times higher than in 2006. However, thereas/ra move towards establishing prevailing
wage laws in many Lander (Bosch 2013) which shonditierate wage competition between
the public and private sectors.

In Sweden there is no specific presumption of highmimum rates in the public sector in part
because of the tradition of regulated egalitariages across both public and private sectors.
Thus the situation in Sweden has historically belase to the situation now prevailing in
France where there is a common but relatively highimum applying in the public and
private sectors. Indeed evidence for Sweden sugtfest the public sector and, as we show in
part four, specifically the municipality sector tisnto set relatively low minimum wage rates
although the degree of inter-sectoral variatiomelgtively low in Sweden. In Hungary the
history of the public sector since transition ha®rb too volatile, involving large swings in
relative pay for any clear model to emerge. Thegags in relative pay have resulted in a high
share of low pay within the public sector in thesieryears as there have been no changes to
the wage grids setting public sector pay since 2l@@8ling to major declines in real and
relative pay as the consumer price index has iseckdy 18% between 2008 and 2011 in
Hungary.

Alongside this role for the public sector in saitifeir minimum standards, there is also
evidence of long-term tendencies for the publid@em take advantage of its monopsonistic
position in relation to significant professions Bues teaching and nursing by setting pay at
levels below what workers with comparable educaiaqualifications and experience might
expect to earn in the private sector. This tenden@articularly acute in Hungary where there
are long term problems of exceptionally low paygablic sector professionals that predate the
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transition period and reflect the low pay and stadtiributed to service professionals in the
previous socialist regime in Hungary and elsewlaee often associated with the employment
of women as teachers and doctors as well as n(sseschapter 4 below and Pollert 2003;
Healy and McKee 1997; Brainerd 2000; Pillinger 200/hile the feminisation of these
professions is now commonplace it occurred eairi¢ine socialist regimes and was associated
with lower employment status than similar jobshe west. In the post transition period there
was some tendency for wages for public sector psid@als to rise as they had been so
suppressed under the previous regime (Disney andelva2011) but the rise was much more
limited than for similar professionals in the pti¥asector and under the crisis the gaps have
been allowed to widen again, resulting in induttaation by doctors and estimated pay
deficits of around 50% for prime age professiomaldungary (Hamori and Kl 2013).

Thus the key characteristic of public sector paycgan Hungary has been that of monopsony
as part of the legacy from the previous regime.s€éhiendencies may be found to a lesser
extent in some of the other countries as in palicated by the lower and sometimes negative
premia for higher skilled groups especially for ménshould also be noted that the positive
premia found in Germany, the UK and to some exteahce for higher educated women are
estimated in relation to the earnings of womenrhm private sector where discrimination may
also apply and not to any estimate of gender nigodain the labour market as a whole.

Table 4.1. The public sector as a good employer?

France Germany Hungary Sweden UK
Job security Job security for  Lifetime Civil and non No specific job No special job
civil servants employment for civil servants security status for security- some
and non civil civil servants and have high job public sector tendency to use
servants on open job protection for security in workers- overall  fixed term
ended contracts non civil servants  practice- no employment contracts but also
but increased use on open-ended legal protection redundancies of
of more contracts. Use of protection- but  relatively high. permanent staff
precarious work temporary contracts underpinned by Increased use of
forms. high (15%) severance fixed term
compensation  contracts (>17%)
Income Improved Improved pensions No differences  Improved Significantly
security pensions, sick  for civil servants in pensions, pensions, parental better pensions,
pay and parental and non civil parental leave or leave and sick pay sick pay and paid
leave but servants subject to  sick pay but marginal maternity leave
marginal contributions; paid

parental leave and
sick pay are national

system.

Fair pay Compression of Pay premium for High share of No tendency to Significantly
age earnings lower skilled, low paid in set higher higher minimum
profiles for women and also public sector minimum wage wages in public
lower skilled men in eastern and many jobs rates in public sector especially
dueto pay grid Germany. New paid at sector. No or even health.
being upgraded lower entry rate minimum wage. negative wage Main pay
at a lower rate negotiated and now Also very low premium in public advantage is for
than the SMIC. applying to 0.6% of pay for sector lower skilled
Wage workforce but professional workers and
differences prevailing wage groups. women.
between civil laws may reduce
servants and non public/private sector
civil servants. wage competition.

Low pay
advantage in
public sector
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Employee
voice

No collective
bargaining -only
consultations-
but 2010 law is
encouraging
social dialogue.

Collective
bargaining for non
civil servants (100%
coverage) but
somewhat more
fragmented-civil
servants terms set
normally according
to negotiated
agreements for
others

Consultations
only for civil
servants,
bargaining only
for public
service
employees at
workplace level

Collective
bargaining across
all the public
sector (100%
coverage)

Collective
bargaining plus
pay review bodies
(65% coverage
public sector,17%
private sector)

Due process

Formalised pay
grid and
seniority.

Obliged to pay
according to
collective
agreements. More
performance pay

Published pay
grids but
minimum wages
apply in half of
the wage bands

Open scrutiny of
wage structure -
acts as constraint
on individualised
negotiations

More
discretionary pay
and reduced
seniority but
within framework

but limited. and some of pay grading
problems of structures and
solvency among trade union
municipalities scrutiny
Anti- Some gender Strong public sector No specific Strong equality Gender neutral
discrimination  equality equality law but equality policies including pay grading
policies initiatives but failure to agree on  measures gender pay audits- agreements and

not in relation to
pay and job
gradings

gender neutral job
evaluation.

but also found in  other equality
private sector. No initiatives
gender neutral job

evaluation as job

grades not used

These developments in setting pay standards carobsidered reflective of the scope for
effective collective bargaining and employee vaitghe public and the private sectors, an
issue we explore in details in part lll. Thus tkeeitalisation of the role of the public sector in
setting the lead in minimum pay under New Labouthim UK was due to a large extent to the
strength of the public sector unions and their $oon issues of equal pay in the public sector,
particularly in contrast to the weakness of theouasiin the private sector where often low or
no premia above the minimum wage is achieved. Alghomuch of the pay setting was
undertaken by pay review bodies, these acted amsiqullective bargaining’ bodies in that
they were sensitive to the pressures from theivelst strong trade unions. In France the
erosion of the public sector pay premium and the meinimum rates set in the public sector
area reflect in part the absence of collective &argg and the increasing importance of the
SMIC in protecting wage standards in both publid @mnivate sectors. In France the public
sector is more a field apart, defined by a diststatus, rather than acting as an exemplar for
the private sector. However a new law in 2010 iweal at renewing processes of social
dialogue. Collective agreements will still not legally binding but public entities signing such
agreements can be committed to implementing theickiyuand without loss of substance so
the public sector is moving more towards a collechargaining system.

In Germany civil servants are also not engaged allective bargaining and although
traditionally their pay and conditions have follavthe collectively agreed wage rates, more
recently there have been imposed changes to bakingaime and pay, revealing the exposed
position of those public sector groups excludednfrallective bargaining (Keller 2011). The
larger non civil servant groups are active in banigg but the increasing fragmentation of the
public sector employers and the emerging problenowfpay in the private sector prevented
the trade unions delivering on their objective ah@ing in a major wage reform to promote

37



equality and instead led to them agreeing to tlrediiction of a lower rate of starting pay and
to the right for Lander to use opening clausesaiy working time. However this emergence
of somewhat greater heterogeneity in employmentlitions within the German public sector
is, according to Keller (2011), only remarkableaiGerman context in comparison to a highly
unified previous system.

In Sweden private and public sector trade uniors apparently still able to maintain
comparatively high minimum wage levels relativeaeerage earnings although mandatory
minimum wage levels may not now be specified withollective agreements even in the
public sector. The internationally-traded sectas $iee going rate of wage increases which tend
to be followed in the public as well as privatetseaegotiations but the private sector acts
more like the public sector in other countries imimtaining relatively egalitarian wage
structures with a high minimum wage level. Howevbe municipalities’ sector has a much
lower rate of wage dispersion than other partdhiefgublic or private sector. In Hungary wage
decisions are made by the government and it isggdsgimn governments plus changes in
government policy direction that have led to majpward and then downward swings in
relative pay for the public sector.

Pay setting in the public sector could be expetbede more rule bound than in the private
sector. Pay policies and scales tend to be publjsherements have traditionally been based
on objective criteria such as seniority and therdison available to public sector managers to
vary pay has been limited. These characteristiqgaubfic sector pay underpinned much of the
criticisms of the public sector under the new pubianagement debates as the lack of
flexibility in pay and the tendency to reward tiserved or status rather than performance was
argued to lie behind non responsive and unprodeigtublic services. The trend in all counties
included here has been towards a reduction indleeof seniority payments but not always due
to new public management principles. For exampbngks to pay principles have been made
in Germany, the UK and Sweden, with Germany redutie former 12 seniority increments
per grade to six levels depending on job tenure jahdexperience, the UK combining
performance and seniority criteria in most pay eyst and Sweden moving to individual
negotiated pay based on performance and otherréabiat without reference to seniority.
However in France the value of seniority paymeras éroded at least for lower grade staff
even though there has been no change in pay pesciput due instead to the relative
upgrading of the starting salary; likewise in Hungaeniority scales still prevail but the
weight of seniority pay in total pay has reduceeé tluthe need to pay above the formal pay
rate for new recruits and because for many grohpsffective pay rate even for those with
seniority is the minimum wage.

Despite these changes, there may still, howevegréater scope for scrutiny of pay decisions
in the private than the public sector; in Swederséhindividualised pay decisions have to be
made public, as also applies in the private setitereby maintaining pressure for fairness and
due process. In the UK trade unions are still mstobnger in public sector workplaces than in

the private sector and may be able to protect werkgainst arbitrary performance appraisal

(such that in some sectors it is argued that pedoce payments may be relatively automatic
— for example for police). In France the basestierbonuses that vary by department are not
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made explicit and there is only limited trade ungmnutiny although the bonuses are normally
allocated by group or department and are not iddafised. In Germany there are strong

constraints on public sector managers which regueen to follow collective agreements but

some increased discretion has been introduced ghrowre scope for performance-related
pay. In Hungary there are published pay scalespatidies but many of the groups are now

paid the minimum wage due to the erosion of diffiéeds between the public sector wage grid

and the minimum wage and some parts of the publbitos pay well above these rates, either
due to being in a better budgetary position (faairegle government ministers) or because the
rates are too low to attract some groups of staf§ also the case that there is a risk of non
payment of wages in insolvent municipalities, whishfar from a rule bound approach to

employment, although the government has announeed fo take over municipalities’ debts.

As a consequence of the public sector’s bureagcdharacteristics, it can be expected that
public sector employers would be more likely to iempent new employment regulations than
private sector employers. Thus public sector engt®yn the UK were at the forefront of
adopting equal opportunity policies (Dex and F&€09), first of all for gender and race but
then also in extending these policies to other forof discrimination. These policy
programmes have also been associated in all foumtdges with more attention to issues of
work-life balance than in the private sector- agleved further below. To some extent this take
up of equality issues in the public sector could domsidered more an extension of its
underlying character than a new development inip@ieictor employment practice but in some
countries the developments have gone a stage futhere public sector employers have been
pressurised by either trade unions or by governntergcognise the embedded discrimination
in their own pay structures and practices andke &tion to change these structures to reduce
discrimination. Thus although the public sector Idobe regarded as providing better
employment standards in the form of higher minimpay and benefits, in its relative
treatment of employees it was still perpetuatirggdmination and relative disadvantage.

The extent and form of attention paid to this peoblhas varied considerably across the five
countries (Rubery 2013). In the UK and Germanyttade unions have focused on introducing
gender neutral job grading; this has had more sscoethe UK — particularly in the health
sector - than in Germany where there was in the remédgreement to introduce a gender
neutral form of job grading as part of the majo®620@eform although some progress has been
made in some regions. For example Munich has intted gender sensitive job evaluation
(Scheyogg 2011).

In France pay for civil servants, at least in tleatcal public service, relates to the individual

not the job, thus rendering gender neutral jobuet&dn an ineffective tool for gender equality.

All collective bargaining units in France shouldyogate on gender equality in pay but there is
no collective bargaining in the public sector imfee although there is a new law encouraging
non legally binding collective bargaining. In Swadée issue of gender equality is addressed
more through the longer term policy of egalitarjzay coupled with published pay data and
requirements for gender audits. Gender neutralgpagting is nto widely used as the system of
wage setting is now individualised and performabased with no references to published or
standardised pay grades. In Hungary there is rieage of the public sector taking up issues
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of gender equality. There are more opportunitigsflexible working after childbirth in the
public sector but these tend not to be taken up@d women take full-time leave. The impact
of these different approaches to discriminatiogender equality are explored further below.

4.2. Variation and change in the state’s functiona s good employer

From this exploration of the public sector as ampleyment standards’ setter in the five
countries it is clear that there are not only Viarge differences historically in the role of the
public sector in the wider labour market but atsmor differences in the extent to which those
roles have been eroded or changed over recent@®célde examples taken together indicate
the extreme vulnerability of public sector employmeonditions and standards to political
change even in contexts where there are long edtabl traditions of good employment
practices. This vulnerability is found where thame no rights to collective bargaining and
changes can be made by decree, for example inhiéwege made recently to civil servants’
terms and conditions in Germany, in the rapid swiig pay for civil servants in Hungary
coupled with long term low pay levels and in Francéhe erosion of public sector pay premia
particularly in the 1980s and 1990s. However, icheaf these cases the rights to job security
have been maintained, thereby setting these grempgwhat apart particularly in a period of
crisis. Thus the ability of the public sector td@ employment standards may to a large extent
depend upon the compliance of the state in promgahkiis role.

Where the state decides to change the role ofubécpsector in this respect it may be able to
do so more easily where there is no right to ctitecbargaining or effective representation.
For example in the UK the Pay Review Bodies folldviiee government call for wage freezes,
thereby giving up their position as semi-indepemndaodies. Moreover ability to exercise
bargaining power may not be strictly linked to tgko collective bargaining as there are areas
of trade union strength for example among Frenefl servants in the Ministry of Finance
even though they do not have legal bargainingsigh

However, the state may also be able to use otlods to bring about change, such as budget
cuts and threats of job loss where the public seatorkers have no specific rights to
protection. Thus, for example in the UK there isdoabt that the erosion of the public sector
premium in the 1990s and 2000s would have beertggréad it not been for strong public
sector trade unions and their efforts to take ypodpinities both for collective bargaining and
for utilising European equal pay laws to changestaxy pay practices in the public sector.
Nevertheless, these characteristics may still eatufficient to withstand the impact of current
budget changes and unilaterally imposed pay fre@ssesbelow). Likewise the German public
sector trade unions were unable to resist the @ras public sector pay in the early 2000s in
the face of continued budget pressures, wideningewaequality in the private sector and the
fragmentation of collective bargaining due to enmggdifferences among public sector
employers. In both the UK and Germany there iseatgdeal at stake in the policies to reduce
the role of the public sector as an employmentdstads’ setter. This arises in the UK out of
the fact that the public sector is the main renmgjrarea of union organisation and the only
sector now to offer access to reasonable pendiordermany the lack of a national minimum
wage exposes all collectively regulated sectorpdi@ntially severe wage competition which
could lead to a downward spiral in minimum pay Isva efforts to maintain ‘competiveness’
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with the private sector although recent expansibprevailing wage laws should reduce the
intensity of competition.

In France and Sweden the public sector has a igdiie role in the maintenance of labour
standards at the bottom end of the labour markeinfé-rance the SMIC is the tool used in
both public and private sectors to guard against pay and in Sweden there have been no
specific pay privileges for working in the publiector for some time and the public sector is
more a follower of pay trends in the private sedmiHHungary the public sector has not had the
autonomy to establish its position as either adaeshsetter or a follower but instead is an arm
of government, subject to the wide swings in goment approaches to pay policy. Its core
problem is the longer term underpayment of its fgudéctor professionals, many of whom are
women.

We also found major variations in the extent to alhthe public sector conformed to the
notion of a rule-based bureaucracy. The Swedishoapp had turned the notion that rules are
required for public accountability on its head anstead focused on public scrutiny of pay
outcomes, having abandoned most explicit rules. OKe France, Germany and Hungary all
had rules but their application could to varyingyaes be considered flexible. In the UK and
to a lesser extent Germany and Hungary there ware sbscretion over the application of
grading systems and/or the implementation of perémce pay systems. In France, the
application of bonuses is less than transparehoadth they normally are applied to specific
groups or units rather than individualised. Theoimegment in promotion of gender equality, as
we discuss below, could be regarded as a relatnaly form of good employer practice in the
public sector, particularly in countries such as WK where this has been a major feature of
recent pay developments. The German and Frenchcpséttors have focused more on
processes of recruitment and promotion, with irdiremplications for women’s pay. In
Sweden the focus on equality has been more natide-and less specific to the public sector,
and in Hungary this issue has not been taken upsandt on the government or trade unions’
agenda.

While this pattern of variegated adherence to mstiof good practice and the evidence of clear
erosion of the public sector's lead in setting streemployment standards is a matter of
concern for those interested in pay and employneguity, under the economic crisis and

subsequent sovereign debt crisis, this role has pedrayed by politicians not as a force for

public good but as evidence of public sector pgaftly which not only harms tax payers but

also constrains the private sector. According ®WK’'s chancellor, current public sector pay

practice ‘... hurt[s] private sector businesses tie#d to compete with higher public sector
wages; lead[s] to unfair variations in public sedervice quality; and reduce[s] the number of
jobs that the public sector can support.” (HM Treg2011: 37).

Thus the stated aim in the austerity policies laime that of the public sector following the
private sector downwards in reducing employmennddads and in lowering pay and

conditions to meet the twin needs of competitiverasd public expenditure restraint. These
objectives are increasingly overshadowing and eugaplanting the perceived requirement for
the public sector in representing the state t@setl or fair employment standards.
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5. The public sector as promoter of gender equality

5.1. Lessons from comparative research

Comparative research on women’s employment positias suggested that a large public
sector tends to both increase women’s employmetitipation and reduce the gender pay gap
(Whitehouse 1992; Estévez-Abe and Hethey 2010; é€glb1991; Whitehouse 1992;
O’Connor 1993; Gornick and Jacobs 1998; Pillingg®4£ Mandel and Semyonov 2005, 2006;
Mandel and Shalev 2009). The impact on employmartigpation arises both from the direct
effect of more jobs in areas traditionally domimktiey women and the impact of public
services on women'’s ability to combine work andecdie impact on the gender pay gap also
derives from direct effects, including the tendeméythe public sector in Western welfare
states to adopt higher minimum floors to wagesegfiect paying a wage closer to a non
discriminatory wage than that which prevails in tphavate sector (in the absence of
comprehensive trade union coverage or a high legalmum wage) and also providing high
quality benefits such as pensions where theselsamgdustry, workplace or profession. There
are also indirect effects from other aspects oflipidector employment policies on women'’s
lifetime earnings, where, for example, greater opputies are offered for women to continue
in their career jobs over the period of childbiatid childrearing due to flexible working time
arrangements. A further set of effects may ariseoduspecific commitments in the public
sector to implement gender equality policies andchange existing wage structures and
employment practices: for example through gendetrakjob evaluation, gender pay audits
and specific requirements with respect to recruitnaad promotion processes.

However, a number of caveats need to be introdintedhis rather positive view of the public
sector with respect to its impact on gender equalitrst, the main variation in the public
sector that has been taken account of in theseestigdsize of the public sector, yet as we have
already seen there are considerable differencesn@meelfare state systems as to the
employment conditions provided within the publictee. This is an issue which we will
explore with respect to our five selected publictsesystems.

The second caveat has informed some recent workldéydel and co-authors within the
general framework of comparative welfare stateymmsland women’s employment and that is
that the public sector has different impacts orfed#nt groups of women. This inter-
sectionality approach clarifies that there is st pne simple effect on gender equality but that
in any system some women may lose out and some beagfit. Mandel points to the
tendency towards pay compression in the publicosed giving rise to different outcomes for
low skilled and high skilled women. The argumenthiat the use of regulation to set pay in the
public sector, whether through collective bargagnom by administrative decree, limits flexible
and variable pay particularly at the top end. Th&zome for gender equality is thus mixed as
Mandel and Shalev (2009) argue:

‘As a result, we hypothesize that in restrainirgsslinequality, the public sector has an
ambiguous effect on gender wage inequality. Itatnedly high wage floor narrows

42



gender differentials at the low end of the clasgcstire while its restricted wage ceiling
widens them at the top. The two-sided impact ofviledfare state as an employer on
women’s representation and intra-class inequaldpavés us with no specific

prediction.” (Mandel and Shalev 2009: 1881)

A recent article by Mandel (2012) takes this argotrferther by showing that large public
sectors tend to reduce the share of women in lad jpas but also reduce the relative pay of
those in higher level jobs. These effects may lazesbated if the state acts as a monopsonistic
employer, seeking to depress wages in professtmatsare not found in the private sector or
only under contract to the public sector. This angat has been made to explain, for example,
relatively low earnings in the care sector for btmtver skilled care workers (Rubery et al.
2011; Machin and Manning 2004) and higher skilledgses (Nowak and Preston 2001). These
tendencies may also in part explain the often \ew wages enjoyed by professionals in
public services — including teachers, nurses anctod® — in many Central and Eastern
European welfare states (Rubery 2013). These arpaih a reflection of long-term low
valuation of these public service jobs, which maylinked to the early employment of high
shares of women in these occupations under theguegocialist regimes (Pollert 2003; Healy
and McKee 1997; Brainerd 2000; Pillinger 2004).

The third caveat is that where the public sectoprviding a significant premium over the
private sector, particularly for women, the exisemf these premiums has been identified as
an incentive for outsourcing of those jobs from pielic to the private sector. This problem is
particularly acute in Germany where there is noonal minimum wage and trade unions have
reported very low wages in health and social cdoe example one social enterprise, operating
in cooperation with an Hungarian care company, pagng only €2 per hour (EPSU 2010)
before the adoption of a sectoral minimum wageheelder care sector. The positive impact
on women’s pay may thus be under threat in peraddsusterity and where there is a policy
push towards market testing of wages in the pubdictor against the private sector by
competitive tendering. Policies to reduce publisgie wage gaps presume that wages in the
private sector provide an appropriate benchmarktlist approach ignores the evidence of
continuing wage discrimination against women whigmains despite women’s more
continuous careers and investments in human capgiitplay discrimination prevails in the
private sector, then higher pay in the public seotay quite reasonably be interpreted as the
effect of not applying a discrimination discounthexr than as ‘overpayment’. The empirical
evidence would support a public sector pay praaiceffsetting wage discrimination but in
practice policies to ‘market test’ do not take tii® account.

5.2. Six conditions for gender equality

To compare the impact of the specific public seotgrmes in the five countries on gender
equality the following six factors are considered:

o the concentration of women’s employment in the jpusector;
o the importance of the public sector for higher leamaployment opportunities;
0 evidence of pay premiums (positive or negative) lagitier pensions;
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o evidence of work-life balance policies to facildatvomen’s employment within the
public sector;

o evidence of general promotion of gender equalitgugh affordable public services,
especially childcare for public and private empks/eand

0 evidence of specific gender equality commitments @miicies.

To provide comparable information on women’s emplent concentration in the public
sector it is necessary to use the NACE categofipsldic administration, health and education
(as in Part | chapter 2). This raises particulanés for Germany as the health sector is largely
in the private sector. Nevertheless in all cousttigese sectors are primarily influenced by
state expenditure even if there are variationséneixtent to which this is associated with direct
employment. Table 5.1 shows that in all five col@sttvomen’s share of employment in these
sectors is very high, with the female share randingh 67% in France to 76% in Sweden.
Moreover these sectors account for a sizeable sifaital employment but an even greater
share of women'’s total employment particularly kééanale graduate employment. The overall
share of these three sectors in total NACE employrnme2010 varies from 22% in Hungary
(due to a low share of health and social care)2% 3n Sweden but the concentration of
women’s employment ranges from 33% in Hungary 185n Sweden, such that women’s
concentration is some 40 to 59% higher than foirakmployment. In all five countries the
concentration of women graduates in employment doim these sectors is even higher,
ranging from 48 % in France to 66% in Sweden. Thkik mix in Hungary and Germany is
particularly skewed to graduates. These very higiicentrations indicate the importance of
these sectors for quality employment opportuniiiesvomen.

Table 5.1. Female employment in the public sectdive countries (NACE O, P, Q), 2010

France Germany Hungary Sweden UK

Share of the public sectot
in total employment 30 25 22 32 28
in female employment 42 36 33 51 43
in high-educated female 48 56 56 66 59
employment
in medium-educated female employment 39 31 24 45 37
in low-educated female 37 26 23 33 31
employment

Share of women in total public secto 67 66 69 76 70

employmeni

Source: ELFS 2010.

If we consider the size of the wage premium for wwanmn the public sector we find evidence
that it is significantly positive in the UK, alscogtive but lower in Germany and France,
volatile but low in Hungary and slightly negative $weden. There is evidence of significant
but declining differentials as one moves through pay distribution in the UK and Germany,
with a similar pattern in France but at a lowerrage premium level while in Sweden the
premia are negative across the distribution. Indduy the main problems are for professionals
as lower skilled workers tend to be paid the mimimwage in both public and private sectors.
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Box 5.1 illustrates the wide degree of variatiorpay for both teachers and nurses across the
five countries.

Box 5.1. Pay in feminised public sector professligobs

Women account for the majority of many public sepimfesssional jobs. Here we focus primarily|on
teachers and nurses, two of the most feminisedepsains. According t&algoczi and Glassner
(2008)women account for 70 to over 80% of primary scheathers in our sample countries and to
around 50% in Sweden, 60% in France, Germany arglakt and two thirds in Hungary of
secondary school teachers. Women normally makeOupe® cent or more of the nursing workforce
(WHO 2009). Comparative data reveal very markededihces in the levels of pay in these
professions, both in absolute but also in relatérens. This suggests a high degree of politicalagho
in the way in which these professions are paiduénfced in part by the overall pay structure in the
society and by the overall position of the publéctsr in the pay structure and possibly also| by
attitudes to gender equality.

We have most information with respect to teacheay. Table 5.2 first of all shows statutory pay [fo
experienced (15 years) lower secondary teacheaspescentage of GDP per capita. This revedls a
range in 2009 from 0.73 in Hungary to 1.71 in Gempawith Sweden and France being slightly
below and slightly above average GDP per capitatbedJK paying teachers at a ratio of 1.31 to
GDP per capita significantly above the other cdaatbut also significantly below Germany. These
data fit with the overall characterisation of paldector pay levels in the five countries with Hairyg
underpaying public sector professionals, Sweden Fratice also paying public sector workers at
below or close to market rates, while there is @aensignificant premium in the UK, partly due to

teaching professionals in Hungary.
Table 5.2 also indicates the trends in the leveleathers’ pay in both real terms and as a ratipo of

again in the crisis; France has also experienceslative deterioration on both measures whil
Sweden and the UK real pay has increased althadumislawer rate than GDP ( reversed slightly
2008 when GDP was stagnant or declining).

Table 5.2. Comparative levels of teachers’ pay

Lower secondary teachers’ statutory pay ~ France  Germany Hungary Sweden

As % pay of all full year workers with 0.85 0.97 0.45 0.75 0.81
tertiary education 2009

Trends in real pay (2000=100)

2008 01 145 110 109
91 129 113 109
Trends in pay compared to GDP per capit
2000 1.27 No data 0.73 1.00 1.43
2008 1.05 No data 0.79 0.89 1.26
2009 1.06 1.71 0.73 0.96 1.31

Source : OECD (20114, 2012).

The national reports provide further data on chamgmployment conditions and pay for teachers. In
France there has been some recognition of the gmabbf low pay for teachers leading to an 18%
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increase in the starting salary for teachers armdsements in pay for those with less than 7 years
service. Overtime pay has also been exempted feonbtit requirements for overtime hours have
increased due to a decline in the number of teacMwreover the use of non civil servants mainlyl on
temporary contracts has increased and they retmier pay, estimated at a 30% discount over a|full
career.

In Hungary despite the very low salaries for teaghgorking time has been increased from|22
teaching hours per week to 22 to 26 hours witha requirement for 32 hours to be spent in fthe
school covering 80 per cent of teaching time. Thgdive is to reduce the need to hire as many
teachers. In Sweden teachers now have their paynsat individualised basis without any minimuym

guarantees but the range of pay levels remainsc@npressed, with a d9/d10 ratio of 1.46 for men
and 1.37 for women with no tendency to widen. Merid women’s earnings are equal at the median
level which represents 86% and 92% respectivelthefmedian wage for men and women in the
economy.

It is notable that in Germany, despite having mbajher pay rates for teachers than the other
countries there is still some concern about thaetveness of teaching so that when responyibili
for the working conditions was devolved to thé&nderthe richerL&anderin the South (Bavaria and
Baden-Wirttemberg) begun to offering higher wagesttract teachers along with other scdrce
specialists but the northetrdndernow agreed to coordinate their civil servant polic avoid wage
increases as a result of mutual overbidding. Howes&ching hours were also increased along with
civil servants working hours in general.

In the UK — or rather England and Wales- theref@ue main issues concerning teachers. First tieere |

the pay freeze, called for by the government andeafby the pay review body for teachers. Segond
there is the reform of teachers’ pensions whicteacing final salary with career average schemes
and increasing contributions and extending theeament age. Third there is a policy of setting|up

semi-independent academy schools which are likeget their own rates of pay, breaking up national
agreement arrangements. Fourth, there has beericy pb introducing non qualified teaching
assistants into schools, as a way of changingkileaad salary mix. There had been an agreement to
include teaching assistants within the pay reviemmework but this has been stopped, allowing

municipalities and schools to set their own ratepay, with undoubted negative consequences for
this largely female group.

There is more limited information on nurses’ wage$ what is available reveals some interesting

results. Firstly the high pay level of teacher&iermany is not found with respect to nurses who are
not civil servants and many are employed in thegbei sector. Pay for German nurses is below |that
for UK nurses in purchasing power parity (OECD Pf)jland the wide differential between teachers
and nurses is confirmed by data held by the Intenmal Council of Nurses (2011) in sharp contrast

to other countries in this comparison. We only éhaata for the UK and Hungary on nurse pay

relative to other full year tertiary educated waskeor both countries the ratios are slightly k@gh
than for teachers at 0.89 for the UK but againva 03 for Hungary. These ratios may not however
be directly comparable with the teachers’ pay aetech refer to statutory pay as in the UK nurses

tend to be less well paid than teachers (full-tnmeses earned 85% of full-time teachers’ weekly pay
in 2011 (Table 14.1a ASHE 2011)). Swedish natiaiteth do, however, suggest that nurses| are
somewhat higher paid than teachers (about 10% haghthe median), that men’s and women'’s pay
as nurses is almost equal and that rates of pagrdisn are extremely low (D9/D10 ratios of 1.16 [fo
men and 1.18 for women).

Nurses in the UK benefitted from an upgrading e@fitipay through the national ‘Agenda for Change’
pay agreement but have subsequently faced a twowage freeze and cuts to their pensions, In
France nurses have now the opportunity to be upgrad grade A level civil service jobs due|to
increased qualifications but if they accept thisrgye they also have to accept an increase in the
retirement age from 55 to 60 so that many havenmade the change. In Hungary hospital nurses
benefitted somewhat from pay upgrading following ttoctors’ industrial action but not as much| as
doctors. They are also now faced, following a n@altmcare act with expectations of doing more on
call work and additional work above their 12 hoaysl in circumvention of the EU’s working time
directive.
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‘ Source: National repotts |

The public sector pay premium for women in the UKreinforced by better access to
occupational pensions. Here the issue is not peshigher share of public sector employees in
occupational pensions but the fact that women ladways had limited access to occupational
pensions in the private sector even before thentedecline in their provision. The wage
premium is also reinforced through better pensiortee German public sector where the large
gender gap found in coverage of occupational pessiothe private sector is also not present.
Women also benefit more than men from the lowetrdmutions and higher minimum pension
entitlement for French public sector workers duéhtr shorter work histories and lower pay.
The Swedish public sector’s collective agreementside for relatively generous pension top-
ups but agreements in some other sectors and ¢eggmizations provide similar additional
benefits. Nevertheless these are particularly beaéto women given their concentration in
the public sector. In Hungary the same pensioresy$ found in public and private sectors.

The public sector can also act to promote gendgr gmuality through opportunities to
maintain employment and career benefits over th@gef childbirth and during the main
period of childrearing (table 5.3). In Germany liblic service employees who have a full-
time job have rights to work part-time for familgasons and to return to full-time work but
non civil servants may only be hired on a part-timasis and may therefore not be able to opt
for full-time work. They can also seek a flexiblstdbution of hours and may combine part-
time work with parental leave. In France all cisdrvants have the right to work part-time —
from half time up to 90 per cent and those on kiaie receive 60 per cent of the full-time
wage. These rights do not extend to contracted @mepk in the public sector.

In the UK a survey found 79 per cent of public seemployees had access to part-time work
options compared to 65 per cent in the privatecsgéiooker et al. 2007: 3&nd a higher
share of public sector workers (61 per cent to &2gent in the private sector) felt they would
be able to work reduced hours on a temporary bagigk flexible hours and have job share
options. A parallel survey of employers found tBétper cent of public sector compared to 11
per cent of private sector workplaces offered joarsg and flexi-time was available in 31 per
cent of public compared to 24 per cent of privaterkplaces.The United Kingdom has
introduced a general right for parents to ask tokwitexibly (extended now from young
children to children 16 and under and for careradilts). Survey results suggest that public
sector workplaces are more likely to receive retu@s® per cent of public compared to 37 per
cent of private sector workplaces had received estg) and are more likely to allow those
returning from maternity leave to change to partetihours (65 per cent willing compared to
56 per cent{Hayward et al. 2007).

In Sweden there are opportunities for reduced haarking and returning to full-time work,
which are even more extensive than the provisiamsd in the public sector in the UK,
Germany and France, although these arrangemenis pranciple available across the whole
labour market in Sweden. However, there is a muelatgr reduction in working time post
maternity leave in the public than the private sest Sweden (43 per cent compared to 34 per
cent cut in working time for female profession&%/CO 2006), suggesting a greater sense of
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entittement in the public sector. In Hungary thare some provisions for flexible working in

addition to those for the private sector that stidatilitate an early return to work by mothers.
However, in practice most still take the three geair paid leave with only 12.5 per cent of
mothers returning to work before the child is twaluding fewer than 15 per cent of higher
skilled mothers, thereby reducing the practicahiicance of these entitlements (Hamori and
Ko6ll6 2013..

Table 5.3. Work-life balance options offered byghblic sector relative to the private sector
in five countries

France Right to work 50 per cent to 90 per cent time andtiose on 50 per
cent time to be paid at 60 per cent. Also the righteturn to full-time
work. Maternity leave is paid in full without a teg unlike the private
sector. Entitlements to 12 days rather than 3 @aysare of sick child.

Germany The Equal Opportunity Act gives all public serveraployees
including managers the right to work part-time flamily reasons and
to return to full-time work. There are opportuniti®r a flexible
distribution of hours and for combining part-timenk with the
parental leave allowance.

Hungary Public employees have right to work two hours [gssday until the
child is two and one hour less until the childasrfwhile private
sector mothers only have the two hour reductiorofe year and a one
hour reduction for another six months but few motlexercise these
rights due to long parental leaves.

Sweden Collective agreement in public sector since 1989gravided top ups
to parental leave pay; this influences particulélnly take up by fathers
of parental leave.

United Kingdom Widespread practice of additional maternity leasg (81 per cent of
public sector establishments and 57.5 per cerdrgélpublic sector
establishments compared to 11 per cent in privat®g), opportunities
for job sharing and flexitime and greater likelildaiw grant request for
part-time or flexible hours.

Source: adapted from Rubery (2013: table 2.6).

The European Foundation’s company survey found @eynand Sweden to be at the forefront
of flexible work in the public sector but Francedadungary to be among those where flexible
working was less prevalent than in the private@eg®iedman et al. 2006). However, this may
be due to less employer-oriented flexibility in gablic sector — that is, the flexible hours to
meet employer goals rather than employee needsaince flexible working, particularly part-
time working, is primarily to meet employee neddsGermany there are also fewer mini jobs
among part-time workers in the public comparecht firivate sector. In the United Kingdom
the private sector requires both long and irreghtaurs for full-timers and part-time work is
oriented towards employer flexibility, such thaetpublic sector contributes to work life
balance by offering both more regular hours andemapportunities for employee-oriented
flexible working although part-time work has alseeb used to provide flexibility at lower
costs, including the avoidance of unsocial housgnEnts (Beynon et al. 2002).
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Public sector organizations have also been fourtwetmore likely to have experience of staff
taking parental leave, supporting the notion thaff iave a greater sense of entitlement in the
public sector (Anxo et al. 2007: figure 3). Theidence in the public sector exceeded that in
the private sector by a large margin in GermanythedJnited Kingdom, but only by a small
margin in Sweden, although Sweden registered tgbkelt overall incidence. In France and
Hungary the incidence was higher in the privatdagedn the United Kingdom most public
sector employers provide much longer paid leava tha statutory provision (Hayward et al.
2007). In Sweden public sector employers providg®0cent of pay instead of the statutory
80 per cent and remove the statutory ceiling topmemsation so that even higher paid workers
are almost fully compensated when on leave, whedoants for the higher take up of leave
among fathers in the public sector (Hass et al1pGlthough some similar agreements exist in
parts of the private sector. In France the puldta pays for maternity leave at 100 per cent
of salary with no upper ceiling while only largevate employers do not apply the statutory
ceiling. Also public sector employees are entiled.2 days unpaid leave a year to care for a
sick child compared to 3 in the private sector (fag and Boyer 2011). In Hungary both
public and private sector employees are entitldtitee years paid parental leave and therefore
there is no specific advantage in public sectaragements. Most public sector employees take
the full amount of leave so that opportunitiesfferible working when children are young are
by and large not taken up.

Public sector employers are also both more likelyffer other non childcare related leave
opportunities (Anxo et al. 2007: figure 22) andotovide assistance with childcare (6 per cent
of establishments in the public sector had thein @mdergartens compared to 2 per cent in the
private sector according to the European Foundatimmpany survey).The availability of
workplace childcare is likely to have more sigrafice in the UK and Germany compared to
Sweden and France where there are more comprebhemaional systems and consequently
less pressure on good employers to provide faaslith the UK 10 per cent gbublic sector
establishments provided childcare in the workpleampared to 2 per cent of private sector
establishments (Hayward et al. 2007). Hungary ksks good national provision but there is
little likelihood of workplace provision as the s of comprehensive workplace childcare
under the previous regime was phased out in confrseidespread privatisation during the
transition period.

A second aspect of work-life balance policies edatio the wider role of the public sector in
promoting gender equality is the provision of paldervices that can act as a substitute for
female domestic labour. Cutbacks to services &mdylito reduce such services and to create
problems for both public and private sector fermatgloyees in accessing employment while
having primary responsibility for childcare. Whit¢her public services, especially elder care,
are of significance it is childcare that perhaps thee most direct impact on gender equality.
The five countries have different levels of proeisiand different degrees of access to
childcare; thus while Germany and Hungary have &wolments in childcare for children
under three but affordable costs, the UK has higimeolments but much higher costs (see
Anxo et al. 2010: p. 74). France and Sweden medevwaive both high provision of childcare
and medium (France) to low costs (Anxo et al. 2Ql04).
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The public sector is also more likely than the ai@v sector to commit to gender equality
policies and to implement national policies in arenthorough manner (table 5.4). The United
Kingdom and Germany have both introduced a dutpusiic sector organizations to promote
equal opportunity and to report on the outcomesnég has also introduced a general
requirement for gender parity in recruitment contegs and in 2008 adopted a charter for
gender equality in the public sector, which resliite some ministries developing action plans
for gender equality. Sweden requires both privatd @ublic sector organizations to undertake
gender audits and develop gender equality plansgaly stands out for having no specific
commitments to action to promote gender equalithépublic sector.

These employer commitments may also be reinforgedrkeven instigated as a consequence
of trade union campaigns and actions. In the Uniedydom trade unions have lodged many
equal pay claims for women, such that employers leyreed to introduce single pay spines
for the whole sector — for example in health, lagavernment and universities — to reduce the
risks of future claims. In Germany the new pay aystn the public sector was brought about
in part by the trade union objective of introducimgre gender sensitive pay grading although
this goal has not yet been achieved due largebiployer opposition. German trade unions
have also been active in gender equality initigiaethe local government level. In Sweden the
Trade Union Confederation (LO) in 2007 promoted tise of ‘equality pools’. These were
taken up in the municipality sector along with @tkectors so that those areas with a mainly
female workforce benefitted, particularly assistantses, but this focus on female-dominated
workplaces has now been changed to a policy tstad® low paid in general. Again there
have been no specific trade union campaigns in Hiyng

Table 5.4. Gender equality policy programmes aratlér union equality campaigns in the
public sector

Public sector employer equality policies Public sector trade union equality

campaigns

Germany  The Federal Equality Act for the Public Sector also The trade union ver.di sought to develop an
covering Lander requires: gender neutral job adyert  integrated collective agreement for all publid
equal numbers of women and men invited to job sector employees, based on a gender neutral
interviews in job areas where women are job evaluation system but although in 1998 the
underrepresented and equal gender representation in union established an 'upgrading commission'
selection committees; preferential consideratiothef to draw up concrete proposals for ‘gender fair'
underrepresented sex in recruitment and promotions; job evaluation within the public sector, this
interruptions of work for family reasons, partner’s failed due in part to employer associations’
income to be disregarded in recruitment and prasnoti  threats to walk away from the collective
decisions; an obligatory equal opportunity plarticas agreements. Trade unions have also
to increase female share which should not decimam®  campaigned to cover private as well as public
in a job freeze or planned redundancies; famikyridly sector workers in health and social care ang
working hours and conditions; opportunities offeted although some collective agreements have
move from part-time to full-time with no discrimitian been negotiated cover both sector other
on grounds of part-time, telework etc.; involvemehan organizations are not covered and church
equal opportunity appointee; and regular reporting providers are specifically exempted.

France From 2001 there has been a progressive move towardsNo trade union campaigns
gender parity in recruitment committees in the publ
sector. In central government these committees must
include at least one third women and the femaleesha
increased from 36.1 per cent in 2001 to 47.6 pefice
2006 but progress in local authorities and theipubl
health sector was more limited. In 2008 following
adoption of a charter to promote equality in thbljgu
sector some ministries adopted “action-plans” with
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quantitative targets, especially for top executaxels,
and committed to promoting gender friendly working
time arrangements (Gautié 2013)

Hungary No employer initiatives No trade union campaigns

~

Sweden Each organization in both the public sector andgtei The Trade Union Confederation (LO) in 200
sector in Sweden must have a gender equality plan ~ promoted the use of ‘equality pools’. These
(gender pay monitoring) and look whether there are  were taken up in the municipality sector along
unexplained gender wage differences and take messurwith other sectors so that those areas with @
if there are such differences (Anxo 2013) mainly female workforce benefitted,

particularly assistant nurses. However
concerns were raised that this neglected the
interests of female workers in male-dominated
sectors and the equality pool has been
transformed into a ‘low income pool’ which
still benefits women in general but with less
specific effects on the public sector. (EIRO
2011)

UK Since 2007 all public organizations have a duty to Trade unions have actively pressed for change
promote gender equality and the 2010 Equality Act to public sector pay grading and have brought
introduced a single equality duty with the requiesinito  a large number of legal cases, encouraging
eliminate discrimination, harassment and victiniaat employers to agree to introduce single pay
advance equality of opportunity and foster goodtiehs spines based on gender sensitive job grading
between people who share a characteristic and thiose to reduce the basis for future claims in local
do not. Public organizations (>150 employees) shoul government, the NHS and universities. The

publish information on the effect of their policiasd implementation in the latter two has been
practices on employees, service users and ott@rstfre  much smoother than in local government
protected groups including evidence of analyses where there has been more scope for local

undertakenThey are also asked to ensure their pay  variations and also continuing problems of
system is designed to achieve equality betweenandn resolving equal pay issues (Perkins and White
women; equal pay audits for gender are recommended 2010).
not mandatory but over 40 per cent of public bodies

reported to be auditing their pay systems for sag.b

(EHRC 2011).

Source: adapted from Rubery (2013: box 2.1 and2h@)

5.3. Summary country profile of gender equality in the public sector

From this overview of the role of the public sectorgender equality we can provide an
aggregate indicator of the importance of the pusdictor for promoting gender equality in the
five countries concerned. We use a three by thratixthrough which we can identify both a
quantity and a quality effect dimension to womearsployment and a separate employment
and working conditions dimension (table 5.5). Weatrwork-life balance policies primarily
from the perspective of facilitating women’s coniily of employment which then contributes
to the quantity of women’s employment althoughhbviously would also impact on quality of
the work experience too.

Table 5.6 provides the scores for the five coustdr the basis of the information presented
above on the six dimensions. Overall four countsesre between 13 and 17 points while
Hungary trails at 9 points. Sweden has the higheste reflecting its high scores for general
promotion of gender equality, its high levels ainde employment in the sector and its work
life balance policies but the pay and pension athges of being in the public sector are only
medium (reflecting mainly better pensions). The @Kd France both score 14 but again
France does not score highly on pay but more ork Wer balance policies and promotion of
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gender equality while the UK scores highly on payg @ensions, employment concentration
and promotion of gender equality within the pulslector. Germany has a slightly lower score
of 13 partly due to lower employment concentrat@onl low provision of childcare. The low

overall score for Hungary results primarily frometipoor working conditions but also a
relatively low concentration of employment (thoutlie concentration of graduates is high),
low provision of childcare and no specific gendguality policies.

Table 5.5.Summary country profile of gender equalibvided for by the public sector

Employment Working Conditions Active Promotion of Gender

Equality
Public sector provides women Public sector provides women Public sector provides services
with employment opportunities with work-life balance options such as childcare which facilitates

(female share and female that facilitate employment labour market participation
Employment concentration in public sector) continuity
quantity « low — Germany, Hungary « medium — Hungary . 'SVKV - Hungary, Germany
* medium — France, UK * high — France, Germany, high - France, Sweden
« high - Sweden Sweden, UK
Access to higher quality jobs Pay and pension premia Active promotion of gender
(high concentration of women especially for lower skilled equality through specific duties
graduates in public sector) (compared to discrimination in and policies or through effective
Employment private sector) implementation of national
ualit olicies
quaity « medium - France * low —Hungary F.) low - Hungary
« high — Germany, Hungary, * medium - France, Sweden o 4iym - France, Germany,
Sweden, UK * high — Germany, UK UK
* high - Sweden

Table 5.6 The public sector and an index of itsartgnce for gender equality

Germany France Hungary

Employment opportunities

Quantity 1 2 1 3 2

Quality 3 2 3 3 3
Total for employment 4 4 4 6 5
Working conditions

Work-life balance policies 3 3 2 3 3

Pay and pensions 3 2 1 2 3
Total for working conditions 6 5 3 5 6
Active promotion of gender
equality

Child care provision 1 3 1 3 1

Gender equality policies 2 2 1 3 2
Total for active promotion 3 5 2 6 3
Overall total score 13 14 9 17 14

5.4. Consequences of public sector adjustment polic ies for gender equality
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The consequences of policies to reform and restreiqiublic sector pay and employment for
gender equality in part depends upon the role pldoyethe public sector in promoting gender
equality. These policies may take on greater sigamtte where it acts as role model for the
private sector and provides significantly bettey @ad employment conditions, as applies
particularly in the UK but also in Germany. In Sweadand France conditions are more similar
to those prevailing in the private sector but thare some additional benefits that may
disappear. Furthermore in a country such as Swedhemne principles of gender equality are
more embedded in both sectors, the public sectgrstih have acted as a role model for the
private sector, such that any rollback in the puldector could still undermine pay and
conditions for women in other areas. In Hungary pineblem is an already high level of
discrimination in pay and conditions for women imetpublic sector, particularly in the
professions, so any further cutbacks serve to amethese problems. The second factor that
will influence the impact on gender equality is treture of the public sector adjustment. The
range of public sector adjustment policies areimedl in table 5.7, where their potential
consequences for gender equality are identifiedsanae examples from the five country cases
provided.

Table 5.7 Public sector adjustment and implicatitorsgender equality

Type of Implications for gender equality Country examples

adjustment

Reduction in size of Reduced employment opportunities Employment cuts in UK. Restrictions on
public sector primarily for women vacancy filling in France.

employment Possible increase in work intensity for

remaining staff, mainly women

Change to contracts Reduced job security and possibly lowerGreater use of non civil service staff in
terms and conditions France- affects more women and involves
lower benefits including work life balance
More women may be employed on lower_ . .
options. More use of temporary contracts|in

status contracts

four countries- but not always higher share

of women
Changes to Increase in outsourcing may lead to Increased outsourcing in UK, Germany anhd
outsourcing lower pay and conditions in Sweden —issue of lower pay more in UK,

subcontractors, mainly involving womenGermany.

Changes to pay Pay cuts, freezes or below average pay Recent pay cuts in Hungary, pay freezes(in

rises may widen overall gender pay gap UK, France, more long decline in public
sector pay differential in Germany and
France, stability Sweden despite
individualised pay

Performance pay may increase
managerial discretion/discrimination

Changes to pensions Changes to public sector pensions may Major changes to public sector pension cuts
disproportionately affect women’s in UK; removal of some benefits in Franc
pension entitlements due to shorter work
histories and more women employed in
public sector

11

Changes to Freezing of promotion possibilities may Some evidence of failure to appoint to
promotion disproportionately affect women’s higher grades in Germany
opportunities careers
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Changes to working
time

Increased working time may reduce workncreases in full-time working hours in
life balance with particular problems for Germany plus increase in part-time work.
women. Increased use of part-time as alIncreased use of unpaid overtime due to
means of employment reduction may  staff cuts in France.

mean part-time more involuntary.

Changes to equality
policies

Any withdrawal or weaker Planned shrinkage of public sector in UK

implementation may hinder gender will reduce coverage of gender pay audit$

equality. Any shrinkage of public sector etc. Some cutbacks to maternity leave et
may reduce coverage of gender equality

o]

policies.
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Part Ill. Comparing country institutions of public sector pay
and procurement

6. National institutions for wage setting

Because public sector pay accounts for a signifigraportion of public expenditures, the
institutional arrangements for public sector payedaination are greatly influenced by a
government’s need for budgetary control and pubticountability for its wage decisions.
Other important influences include the historicagdcies of ensuring the political
independence of public civil servants and patteohsmimicry with private sector pay
institutions. There is a range of systems in placeoss Europe and limited evidence of
convergence despite the common pressures of daydtming governments. One difference is
between unilateral and joint wage-setting. As Mars(lL994) argued, in his early work for the
OECD, where the public sector employer fixes paylaterally (following either fixed
statutory rules or flexible criteria), this may pide governments the means to meet their
budgetary needs more effectively. However, systemgint pay fixing between employers
and trade unions may provide a ‘more flexible mefandegitimating change’ (op. cit.: 17),
suggestive of a trade-off between direct and imatedbudgetary control (with the risk of
employer-employee conflict) and more sustainable neforms that enjoy a greater degree of
employee consent.

A second difference is between centralised and rdesiessed systems of public sector pay.
Again, centralised systems may provide the meanmsgfeater budgetary control than
decentralised systems (Meurs 1993), and there ntmed be a reinforcing influence between
unilateral wage systems and centralised systemsvelder, in the absence of policies of
coordination of wage settlements with the privaetar, centralised public sector pay restraint
may generate difficulties in recruiting and retamistaff in the public sector with adverse
consequences for the quality of public servicewigron.

A third important difference is the degree of imgn of pay structures for public sector
employees. In principle, the more integrated thg sieucture the more consistent will be the
effects of pay restraint among the public sectorkiesce, which may be a valued outcome
where it equalises pressures on female-dominatddnaade-dominated groups employed in
different occupations or sectors of the public @e¢Rubery and Fagan 1994). While more
integrated and centralised pay systems may be ipedcas favourable for balancing cuts in
public spending with the public paybill, the sigo#ince of solidaristic wage-setting
arrangements for facilitating the expression anidesof public sector employees ought not to
be ignored as a means to foster future economigalitical stability.

Drawing on these three key institutional differes\céhis chapter maps the five countries
against a classification of models of public segtay with attention to cross-country patterns
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and recent trends. Box 6.1 provides a brief sumnodrglevelopments at European level in
public sector social dialogue.

Box 6.1. Developments in European Sectoral SodalloBue Committees in central and
local government

European sectoral social dialogue is a forum ofsatiation between social partners on Europgan
social policy and industrial relations, as well @s instrument to develop joint actions and
negotiations at sectoral level. Sectoral socidlodize was introduced in the sectors of agriculture
and transport during the 1960s and has been sialgssxtended to other sectors in the course| of
time. However, the European Commission establigbettal structures in the form of sectoral
social dialogue committees (SSDCs) only in May 1898®wing a joint request by sectoral social
partners. SSDCs covered 18 sectors while anotkevesie covered by unstructured arrangements
(Keller and Bansbach 2000). Through this process, @ommission sought to invigorate the
process and procedures of sectoral social dialagweder to increase its coverage, improve the
quantity and quality of its outputs as well as potimg a shift of sectoral dialogue from
‘tripartite’ to a ‘bipartite’ character (Hoffmanrt al. 2002; Marginson 2005). By September 2010,
there were 40 SSDCs, which have signed a varietipinf texts and agreements covering 145
million workers in a wide range of sectors acroasoge.

j*)

There are two European SSDCs for the public sector:

othe European sectoral social dialogue committeeeintral government administration
(established very recently in 2010) includes regmestives from the Trade Unions
National and European Administration Delegation KNRD) affiliated to EPSU
(European federation of Public Sector Unions) alSC(Confédération européenne des
syndicats indépendanisas well as the European public administratioretwork
(EUPAN) from the side of employers; and

othe European sectoral social dialogue committedooal and regional government
(established in 2004) includes members of EPSUWherworkers side and the Council ¢
European Municipalities and Regions (CEMR) repressemployers, national associations
of towns, municipalities and regions.

=4

The EC (2002) defines the sectoral level as theartevel for consultation and negotiations on a
wide range of matters such as working conditionsational training and industrial change as well
as knowledge society, demographic patterns, enfegge and globalisation. Pay is not an isspe
discussed at European level, except in an indiwagtby for example discussing equal pay; one|of
the first joint statements from the SSDC in centy@ernment made a commitment to equal pay
and improved data collection.

1998 marked a qualitative shift in the outcomesaeaftor-level dialogue towards ‘new generation’
texts, which are characterized by recommendatiorted¢ European social partners members that
they undertake to follow them up at national lefMbrginson, 2005). For instance, the SSDC for
local and regional government has resulted in theption of 17 joint texts that ‘reflect a shared
desire to defend the specific nature of the pubkevices delivered by local and regional
authorities, especially in the face of Europeaertiiisation and competition policieSExamples
include the 2008 declaration, ‘What role for socwdiblogue?’, addressed to the national
organizations and the 2008 statement, ‘Supporthey reform process in local and regiongl
government: Joint evaluation of the experiencefiieignt forms of service provision’ addressed to
the European social partners. Framework agreenagtsodes of conduct have to be considered
as non-binding guidelines on the affiliates of émeployer and trade union organizations and ingite
further action by the parties within member stakas. these reasons, they can be defined as ‘oft’
forms of regulation (Marginson, 2005).

° Quote from http://www.worker-participation.eu/EWaldialog/Sectoral-ESD/Local-and-regional-
government/Outcomes
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In 2010, the EC published a staff working documeheére it took stock of the main achievements
and functioning of the European SSDCs. Its analysigphasised that while SSDCs haye
‘contributed to modernising industrial relationdan adopting new social standards’ there is still
room for improvement.

Our interviews with senior officials at the Europesocial partner organisations suggest that while
there has been a great deal of positive work uakientto date the SSDCs for central government
and for local and regional government face clealehges. The first is country representatign,
which is most urgent for the central governmentybedlecting its recent formation. The secondl|is
how to transfer actions for social dialogue to ol level when member organisations are not
necessarily involved in social dialogue in theirm® country- where changes to pay and
employment conditions are instituted by governnaatree rather than through social dialogue| A
third challenge is how to incorporate country diéfeces in wage-setting systems in a manner that
reflects European SSDC structures since some cgesiritave relatively integrated arrangements
for all local and central government workers whillbers have distinctive arrangements. And a
fourth is how to sustain the engagement and compoopose of all European members at a time
when countries are experiencing the austerityscisvery different ways, ranging from deep crisis
in some to limited effect in others.

6.1. Unilateral employer regulation versus collecti ve bargaining

Marsden’s (1994) analysis of public sector payeaystin OECD countries provides a useful
template for the differentiation of forms of empdoyregulation and collective bargaining in

public sector pay determination: the former distispes different approaches towards
unilateral or ‘non-negotiable’ employer pay fiximond the latter distinguishes the nature of
employees’ input into pay fixing. Employer regubetitakes two forms: it may be guided by

fixed rules set in advance, such as forms of pdgxation, or by loose criteria that in principle

provide governments with greater flexibility to &p@ pay decision based on its ‘ability to

pay’. Collective bargaining may also take two casting forms. At one end of a spectrum it
allows a relatively high degree of freedom anchatdther it takes the form of ‘quasi-collective

bargaining’, involving the reporting of trade uniand employer views to an independent pay
body or pay commission, which make independentmagendations to government. Figure

6.1 maps the five countries along these two axdgarie 6.1 summarises the key features.

Among European countries, traditional collectivergagning for the entire public sector
workforce is rare. Sweden is one of the few exampbeprovide a relatively high degree of
freedom to social partners in negotiating pay rigesall public sector workers (in multiple
agreements and at different levels of negotiatisrwa show below), except senior public
officials. In Germany, Hungary and the UK, a modectollective bargaining applies to a sub-
group of the public sector workforce — in Germanythiose withouBeamte(civil service)
status, in Hungary to workers employed in governrosyned companies (at least until 2012,
see below) and in the UK to civil servants in cahtgovernment and local government
workers.

Because of its importance for the government’s ipubpending targets it is perhaps no
surprise to find that collective bargaining agreeteeare often subject to parliamentary
approval following Ministerial assessment of theiplications for the state budget. In France,
while pay for the public services workforcBofction Publiqug has been agreed through
collective bargaining since the early 1980s (Ma&eal. 1993), the agreements are not legally
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binding (as they are in the private sector) andgtheernment regularly exercises its veto rights
(Gauvin et al. 1993). In particular, the level & tmultiplier applied to the ‘index poin@int
d’indice) is generally decided unilaterally by governmesitofwving a round of bargaining at
central level. Trade unions nevertheless play & ol determining pay and employment
conditions through active bargaining over the lsval premiums and bonuses for particular
occupations or sub-sectors, as well as fixing cangles and job assignments in consultative
committees ¢omités techniqug@sMoreover, a new law adopted in 2010 seeks tovesjate
social dialogue in the public sector by providirgne legal protection — by stating for example
that the pay agreements have ‘political value’ Bpabliging social partners who have signed
an agreement to ‘commit themselves to implemenmnhthas fast as possible and with no loss in
substance’ (Audier et al. 2012, national report).

Figure 6.1. Patterns of unilateral and joint wagetting in the public sector in five countries

Unilateral employer regulation

Germany (Beamt¢, Hungary
(civil servants)

France ‘ /
Hungary/(/hon—
civil ;efrvants) UK (teachers,
— | healthcare workers,
Germany (non-civil | top-civil servants)

servants)Sweden; —

UK (civil service,
local gov.)

v

owned companies

Collective bargaining

Independent pay review

UK (police Et;ntil
2006; fire sehvice)v [

Fixed rule employer regulation

Source: adapted from Marsden (1994 figure 1).

In Hungary, public sector workers classified asbipriservices employees’ (non-civil servants
who are largely employed in health, education aralas care) have their pay set by collective
bargaining, although ongoing budgetary constrdimg the scope of bargaining such that in

practice only wage supplements and bonuses ardiaigblocally. Also, as in France the

national sectoral collective agreement is subjeagdvernment veto since the government is
represented in the tripartite forums (Berki et 2012, national report). Moreover, the

participation of trade unions in the joint settiof pay is potentially undermined by wide-

ranging legislation in 2012, which grants new rights to works councils to codel a local

1 The Labour Code, implemented 1 July 2012.
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‘works agreement’ with employers where no unioprissent. The same legislation has placed
new restrictions on collective bargaining in statened companies by removing the right to set
pay outside that defined by the law.

Use of unilateral employer regulation without predmined rules is limited to particular
public sector groups in Germany and Hungary. Inn@ey, all civil servantsBeamt¢ are
excluded from collective bargaining and have tipaly determined by government regulation.
Although legislation specifies that an ‘appropriatandard of living’ must be maintained, the
criteria for establishing this is left in the harmfsthe government. Hence pay has traditionally
been adjusted according to changes in averagengarnsome measure of general living
standards or the state’s fiscal constraints (M&Q&3). It used to be argued that in practice the
civil servants in fact indirectly benefited frometivage bargaining power of public sector trade
unions since public sector collective agreementsném-civil servants acted as pattern setter,
albeit with pay decisions often postponed by sdvacmths (Maier et al. 1993: 59). However,
since the early 2000s the informal coordinationespp to have diminished. A symbolic
moment was the unilateral government decision 0420 abolish holiday pay and reduce the
Christmas bonus fdBeamte In Hungary the government unilaterally sets thiary base rate
of civil servants (and government officials) usitige occasion of the annual Budget Act.
Representative bodies for civil servants have deetson rights at the national and sector
levels but are excluded from the right to colleetivargaining. Moreover, new legislation in
2012 has removed the right altogether of law enforcemeatkers to collective bargaining,
thereby expanding the sub-group of public sectorkess whose pay is directly and
unilaterally set by government.

Table 6.1. Forms of employer regulation and collecbargaining in the public sector in five
countries

Form of employer regulation Form of collective bargaining

France Unilateral government decisions have  Collective bargaining between employers and
prevailed over centralised collective unions is established for the public services
agreements in recent years. workforce Fonction Publiqug However, it is

limited. Collective agreements are not legally
binding (as they are in the private sector) and the
government retains the right not to implement the
agreement.

Unions are also active in bargaining for bonusegs,
premiums and the upgrading of pay ladders for
particular occupations or sub-sectors, as welhds i
consultative committees in fixing career rules and
job assignments.

Germany Employer pay fixing without Collective bargaining for all public sector non-
predetermined rules for civil servants civil servants characterised by the usual dual
(Beamtg. Government has to meet with  system of representation — namely, unions
union representatives twice each year anchegotiate collective agreements and workplace
unions must be consulted on all new level employee council$ersonalvertretunp
legislation concerning working conditions represent all employees. Rights to
and employment status. Pay rises have codetermination vary by Lander.
traditionally followed those set in the
collective agreement for non-civil servants

" The Act on the Status of Civil Servants implemédrtelanuary 2012.
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but recent years have seen a diminishing of
this interlinkage.

Hungary Annual government decision sets the Collective bargaining for non-civil servant ‘publ|c
salary base rate for civil servants (set out service employees’ (mainly in education, healtl
in the annual Budget Act). Legal rules  and social care) takes place at workplace level
established to fix pay. National forums for plus consultation rights (‘quasi collective
union consultation on pay, numbers bargaining’) at sector and national levels. New
employed and legal reforms for civil 2012 Act grants new rights to works councils tg
servants. 2012 Act banned collective conclude a ‘works agreement’ with employers
bargaining for public service employees where no union is present.
employed in law enforcement.

Sweden No unilateral employer wage fixing since Collective bargaining for all public sector
1965. employees undertaken at sector and organisation

levels, although with wage increases fully
determined at local level for central governmen

—

employees.
UK Automatic indexation of pay for police Mix of collective bargaining (central government
officers (1978-2006), then pay arbitration civil servants, local government, police staff) and
decision and 2012 recommended independent pay review bodies (school teachers,

formation of a new pay review body. Pay health workers, armed forces, prison service).

index for fire service (1978-2002, 2005-). Shift away from collective bargaining over last
three decades towards pay review bodies except
for the abolished pay review body for school
support staff in 2012.

Unilateral employer wage setting may also take eohath a predetermined rule, such as an
indexation mechanism. This was the model of wagiengefor police officers in the UK during
1978-2006 and for the fire service for most yeanses1978. Pay indexation generally has the
merit of being simple and of keeping pay in linghyior slightly above depending on the
index, other public sector groups (see Disney 0t police pay in the UK). However, it was
criticised in a recent review of UK police pay asrg unduly reliant on retrospective pay data
and preventing managers from actively and flexiblgnaging their cost base (Winsor 2012:
Part two). A pay arbitration decision provided fothree year pay deal in 2007-2010 and a new
pay review body has been recommended for policgeesff (ongoing).

An alternative model for the collective expressafnemployees’ interests is represented by
independent pay bodies or pay commissions. Thighés most common form of pay
determination in the UK public sector and appliessthool teachers, the entire healthcare
workforce, the armed forces, senior civil servaartd the prison service. Each body operates at
a national level, collects evidence from the gowsnt, employer bodies and trade unions and
presents a recommendation to government. While pagtreview body is independent from
government, in 2010 the government obliged paydsth meet its two-year pay freeze (apart
from those earning less than £21,000) as set oits 2010 emergency Budg€tin response,
relevant trade unions have complained about theatho the independent status of pay review
bodies.

2n its evidence to pay review bodies the goverrirstated that ‘for those groups of workers paidvabg21,000
the government will not submit evidence or seelomemendations on pay uplifts’ (eg. see Department fo
Education 2010: para. 2.10).
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6.2. Centralised versus decentralised pay systems

During a period of pay restraint, the extent to ahhigovernment pay policy impacts
universally upon public sector workers dependstaesextent on the level at which pay is set.
There is widespread use of centralised, nationet¢llgpay determination across OECD
countries, more so than in the private sector,thigttends to be associated with variation in
provisions that enable locally negotiated wagestgpay supplements or the matching of jobs
to pay. Each of our five countries display a forfmational level architecture for pay setting
with variation in the prominence of the local leuglshaping the actual pay and conditions of
public sector workers (figure 6.2, table 6.2).

Figure 6.2. A continuum of centralised and decdigea pay systems

Centralised, France

Germany

Hungary

UK

Decentralised

Strongly centralised pay systems are evident imdegaand Hungary. In France, the public

service pay griddrille de la Fonction Publiqueis fixed at a centralised, national level for all

public sector employees, as is the value of thexmabint and internal labour market rules that
influence careers and job assignments. Similanlyslungary, the system of job classification

and pay for civil servants and for public serviceptéoyees is set at national level, along with a
range of other conditions including seniority allowees and other pay supplements. In both
countries there is nevertheless scope for loctrdihtiation.

The French public sector has a longstanding peaaticemployingcontractuels(non-civil
servants) that can be recruited and deployed ai level to meet particular service needs
(defined in the national agreement). Accounting #ound 15% of the public sector
workforce,contractuelsdo not enjoy the same conditions or status a$ #vvants especially
with respect to job security and pay progression.méire recent development is the
introduction of a new unified pay premium in 20€% prime de function et de résultRFR),
which was designed to simplify the bonuses and pna® system and provide for the
individualisation of a merit-related bonus (approately 40% of the PFR premium). To date,
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however, application of individual merit paymenggpaars to be limited to senior managers
(eg. in the public hospitals sector). A third exdengf decentralisation of pay fixing in France
concerns local government (an issue we exploreetaildin Part Four), where local managers
have considerable discretion to fix pay bonuses pay premiums within a nationally
determined min-max pay range.

Divergence from the national wage grid in Hungamg &om the implementation of nationally

determined pay changes is relatively limited. Ex®pnclude national rules that enable
payment of certain pay supplements to vary in it the budget of the local institution.

However, widespread budget restrictions in recesdry mean that this source of local
differentiation is limited.

Germany and the UK both share a seemingly resitiatibnal architecture for wage setting in
the public sector but with clear tendencies, orsguees, for greater decentralisation. In
Germany there are national level agreements fat servants and non-civil servants but
coupled with a clear trend towards greater regidiféérentiation. IndividuaLandercan offer
higher rates of pay to attract groups in high demauoich as specialist teachers, and there is
considerable variation in the size of annual bosuas well as weekly working time limits,
among thd.ander. Also, a new form of merit payments in Germany weioduced in 2007 as
part of the national agreement for federal and kipal government (TV6AD). The initial 1% of
the paybill set aside for performance paymentsesprted the savings in labour costs owing to
the abolition of holiday allowances and Christmasuses and their replacement with a
smaller annual allowance.

The UK system of public sector pay determinatickesaplace for the most part at national
level, but there are significant elements of lowalge setting, including the use of local pay
supplements for recruitment and retention and léeal assignment of jobs to a national
payscale as in local government. Moreover, the WKegnment is strongly in favour of
strengthening the role of the regional and loce¢lend in 2011-12 requested the pay review
bodies (which cover over half the public sector kfarce) to assess the merits of local wage
setting. One possible model is ‘zonal pay’, alreagplied to civil servants in the Ministry of
Justice since 2007, which includes five regionaldsato cover low cost areas as well as so-
called *hotspots’.

Table 6.2. Levels at which pay determination tgkase

Level of pay determination? Regional pay variations/ local pay
determination?

France Centralised, national level for all three 2009 introduction of a new, unified pay premiu
parts of public sector (state civil service, (PFR,prime de function et deerformance) that
local government and state hospital includes an individual performance bonus, but
service); single pay grid covers all public limited application to date; local level discretion
service in local government to fix pay bonuses and

premiums within a nationally determined min-
max range

Germany Centralised, national leveBéamtebut Trend of differentiation amoniganderin annual
steady shift to regional level; bonuses and working hours (non-civil servants
National collective agreement (non-civil and in pay and employment conditions for
servants) sets pay grid Beamte One of the 16 federainder(Hesse)
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quit the national agreement in the late 2000s

2007 introduction of system of merit payments fto
be implemented at local level

Hungary Centralised, national level for civil National laws allow for local pay supplements i
servants and for public service employeedjne with organisation’s budget (public service
sets payscale (base salary), mandatory employees and civil servants)
allowances and other pay supplements

National level recommendation (state and
local government owned companies) until
2010

=)

Sweden Centralised, national level collective Rates of pay are set at a decentralised level —
bargaining sets minimum pay increase andgencies and organisations are free to determine
amounts of funds for distribution at local their own payscales through individualised and
level but not rates of pay (although the differentiated pay setting
provisions vary by agreement)

UK National level for pay review bodies and Some regional variation in various national
local government although a minority of agreements for Scotland, Wales, Northern
local authorities fix pay at local level Ireland; local flexibility in local government to

align national payscale with local job grades;
some examples of ‘zonal’ pay in civil service pay
agreements (eg Ministry of Justice since 2007)

Source: updated from Marsden (1994: Appendix) uttiedive national reports.

Among the five countries, Sweden stands out azolltry where local pay determination is
most strongly developed — a fact that is perhapsrising given its reputation as a centralised,
solidaristic model of employment relations. Moregveecentralised, individualised pay
determination in Sweden is not new. It can be ttdack to the mid-1980s and the break-up of
centralised pay agreements in both the public aivdte sectors; 1985 legislation responded to
the steady erosion of the national, integrated gags (although they survived formally until
1989) (Schager 1993: 115-116). There is a loosedweork at national level. For most central,
county and municipal government public sector wskéhe national agreement includes a
provision for the size of minimum increase in pByt the actual rate of pay, the design of the
payscale and the allocation of jobs to pay is elytinegotiated at the local level. Moreover, for
a significant minority of public sector workers thational agreement does not even stipulate a
minimum pay rise (either in terms of an increaséhm overall paybill or a minimum pay rise
for individuals). In 2011 this was the case for emdlhan one in three central government
workers and one in six municipal and county counatkers; for example, the national pay
agreement for police concludes details on workiogrd and other conditions but excludes pay
issues (Anxo and Ericson 2012, national report).

6.3. Integrated versus fragmented pay systems

While the level at which pay determination takeacplis one source of pay differentiation, a
second important factor is the degree of unityriegration among public sector groups. A
country may practice national level wage setting ftave multiple agreements for different

segments of the public sector workforce, resulimg fragmentation of national terms and

conditions. If we were to place the five countraes another continuum, this time between a
highly integrated and a relatively fragmented systef public sector pay structures, then

France would be located at the pole of relativegrdation, Sweden, Germany and Hungary not
too far behind France and the UK at the oppositeagmelative fragmentation (figure 6.3).
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An important source of non-integration in Francegri@any and Hungary involves the
definition and coverage of civil service status.wewer, while civil servants account for
around 85% of the public sector workforce in Franiteir share is around one third in
Germany and just 15% in Hungary. This means thatRttench public sector pay system is
relatively unified with all civil servants coverday the singlegrille de la fonction publique
Within the national grid, public sector employees subdivided into one of three categories,
and within each of these there are distinctive psgreach of which have separate internal
labour market rules governing hiring, careers aay ponuses (Audier et al. 2012, national
report; Meurs 1993: 82). Moreover, centralised palcy may not apply to the unified public
sector workforce, with pay rises targeting the fmnd for example in recent years.

Figure 6.3. A continuum of integrated and fragmdrgablic sector pay systems

Integrated
Fragmented

In Sweden, the strongly integrated system opettéisree levels of collective bargaining but
Is framed within a national agreement that covdracivities at regional and local levels.
Public sector pay in Germany was made more intedratith new framework agreements
agreed in 2005 and 2006 that harmonised the fosemarate agreements for public sector non-
manual employees and manual workér#\ first agreement in 2005 covers federal and
municipality government Tarifvertrag fur den o6fflentlichen DiensTV6D) and a second
harmonised agreement in 2006 covers the workfofdbeoLander government &rifvertrag

fur den offlentlichen Dienst der Landéry-L) (Brandt and Schulten 2007). The agreements
harmonised standard working time, reduced and nated the number of pay scales and
removed marital status and number of children ef®fa determining pay. The agreements also
introduced performance-related pay (see aboveysand new lower pay grade designed to be

3 These former agreements consisted of an agreeimenbn manual workers in the public sector (Burdes
Angestelltentarifvertrag, BAT), an agreement for noe workers in federal and state government
(Manteltarifvertrag fur Arbeiterinnen und Arbeitdes Bundes und der Lander (MTArb) and an agreemaent
manual workers in municipalities (Bundesmanteltaifrag fur Arbeiter gemeindlicher Verwaltungen und
Betreibe, BMT G Il) (Brandt and Schulten 2007).
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competitive with the private sector and to reduaésaurcing, an issue we explore further in
Part IV (Bosch et al. 2012, national report). Inngary, the largest category of non civil

servant ‘public service employees’ are covered bingle integrated pay scale that is set out in
the annual Act on the state budget (although rbtese remained frozen since 2008); it
specifies 14 grades and 10 categories that disshgeducational attainment. A second wage
grid applies to civil servants and government cdfi (again set in the budget Act and again
unchanged since 2008) and a third covers the afioregs and law enforcement workers

(Berki et al. 2012, national report).

The UK is quite different to the other four couagrisince it has multiple agreements and forms
of wage-setting for public sector workers and regith model of a unified, integrated pay-scale
or system of pay principles that unites the pubgctor nor a set of rules to coordinate the
processes of bargaining and pay recommendatiodsferent parts of the public sector (with
the exception of temporary periods of wage rediram is the case presently during the
austerity crisis). There are separate, non-intedragreements and forms of wage-setting (eg.
through independent pay review bodies) for polleealth service workers, school teachers,
local government workers, central government wakerison service, armed forces, and so
on.
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7. Procurement of public services and the interconn ections with
labour market rules

In certain circumstances, procurement of publigises from the private and voluntary sectors
can be a useful mechanism to promote innovationea@nced productivity of organisations
and workforces involved in arrangements of co-pobidn. However, it is also a high risk
strategy: many countries fail the OECD’s conditidias transparency and disclosure of
contracting; many contracts place at risk sociégkka, including nation state’s obligations
towards the environment, vulnerable service useumg and citizens’ access to universal
services; and cost-led procurement strategies icomfith obligations (of nation states and
employing organisations) relating to employmenttgctons, pay and other employment
conditions (Hermann and Verhoest 2012; Keune e@D8; McCrudden ; Mitchell 2009;
Schulten 2012). These risks have fuelled a great dedebate both at the European and
national levels regarding the proper form of regalaof procurement in the growing markets
for public services.

All five countries investigated in this report hasxperienced an increase in procurement, most
pronounced in the UK. But the factors driving tb@nmon trend differ, including for example
the expansion of private sector providers in a &nof retrenchment of the public sector, the
legal compulsion on public sector organisationsutsource a specific proportion of services,
or explicit government policies to expand user chothrough voucher systems. More
importantly for the focus of this report on theergctions between procurement and pay and
employment conditions, public sector policy (at tcalised and local levels) faces different
labour market incentives to outsource services,timgant upon the relative pay and
employment conditions of public and private sect@mrkers, government rules on hiring
during austerity and union strategy and involvemientonsultations and negotiations over
procurement decisions. We analyse the detailsa@fysement and its implications for pay and
employment in local government in Part IV. Here se out the policy background, country
experiences and the interconnections with labouketanstitutions and public-private sector
employment conditions.

7.1. Procurement trends and patterns

Government procurement of public services can bmetk as the use of public finance to
purchase services from the non-public sector (tioly private sector, non-profit, voluntary,
mutuals and self-employed) for public consumptiGonsidering the procurement of goods
and services, the OECD estimates it accounted rfauna 10% of GDP among all OECD
member countries in 2009, up by around 1.5 pergenpaints since 2000.

There are various ways of classifying types of isess/ procurement. Savas (2000)
distinguishes between direct services procurenpirtilic services that meet a collective need,
such as street repairs, lighting, waste treatmefitee maintenance), internal support services
(eg. catering, cleaning, estates or IT services) services for individual users (such as
domiciliary care, family counselling, or trainingrf job-seekers). The data collected from
National Accounts of governments by the OECD malesvo-way distinction between

procurement of services for direct use by publict@e organisations (‘intermediate
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consumption’) and procurement for direct consummptimy users (which it calls ‘social
transfers in kind via market producers’). Drawing @ECD data, we use these two categories
of procurement spending in figure 7.1 to provideratication of levels of spending in the five
selected countries relative to the OECD average.

The data suggest procurement spending, as a pageenf GDP, has increased in all five
selected countries, most notably in the UK, and dlidive remained above the OECD average
in 2000 and 2009. Also, while Sweden and Hungargtimgrocure goods and services for
‘intermediate consumption’, France and especiallgrn@any are more likely to finance

provision of services by private sector and volantector providers for direct consumption
by users.

Table 7.1. Expenditures on public procurement afdgoand services (% of GDP), 2000-2009

16

M Goods and serviced used by general government

Goods and services financed by general government

14

12

10

Source: own compilation of data from OECD Governnadrat Glance (201 1http://dx.doi.org/10.1787/gov_glance-2011-en
(no breakdown of procurement data for the UK).

An alternative data source suggests some variatighis overall upwards trend. Records of
procurement contracts advertised in the Europeamn@ssion’s Official Journal suggest a
rapid expansion in France and the UK over thedastde, a drop in Hungary, limited change
from a low level in Germany and a decline and ns&weden (figure 7.2). The difference in
trends is caused by the fact that these procurerdata only record large procurement
contracts that meet minimum cost thresholds.

The European Union has played a significant roldriging and in turn regulating the trend
towards increasing liberalisation and marketisatadnpublic services, especially since the
adoption of the European Single Act in 1987 whielved the way for privatisation of many
nationalised industries including telecommunicadiorailways, postal services and utilities.
Different approaches are adopted towards differsetvices activities. The European
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Commission has promoted compulsory competitive @éend in the area of public transport,
but has had to adapt to objections by some of Elsdprgest cities to allow municipalities to
provide integrated municipal transport systems iolex they meet certain criteria (Hermann
and Verhoest 2012). How to address healthcarecgsias been a cause of much controversy
— it was removed from early drafts of the EuropéBolkestein) Service Directive but is
nevertheless promoted in initiatives to liberaisess-border healthcare and to promote public-
private partnerships in the running of hospitaletigh the Open Method of Coordination (op.
cit.).

Table 7.2. Public procurement advertised in the @&fticial Journal (as % of GDP)

8
7
6
5
2001
4 m2005
®2008
3 1 2010

France Germany Hungary Sweden UK EU27 EU15

Source: Eurostat data, own compilation.

Ongoing debates about proper regulation of procarérmvolve a political contest between
those arguing for more market liberalisation anttyeaf private, for-profit organisations into
public services and on the other side those seetandefend and improve employment
conditions and quality of services. Differencealnour market rules shape this interaction — in
particular, whether or not there is a national min wage, the interpretation and application
of the Transfer of Undertakings Directive, the ipilto extend collective bargaining
agreements and rules governing the use of so@akebk in procurement. We explore these
issues in the following.

7.2. Interaction with different labour market rules

Various interlocking labour market institutionslugnce the form and practice of government
procurement of public services. A first influencifagtor is anational statutory minimum
wage since this establishes a floor to wage competitidns is important for procurement of
low-wage services given that labour costs oftenresgnt a key source of competitive
advantage among bidding contractors. The problaweker, in the absence of effective pay
policy within the organisation or absence of cdlleebargaining coverage, is that managers in
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subcontractor organisations may set pay at thenmim wage level and rely on ‘hard’ forms
of human resource management (threat of dismisgagk pay incentives, surveillance
technologies) to performance manage workers rdtrer job quality measures such as pay
progression, training and job ladders. In countveh either a high statutory minimum wage
(France) or very high shares of low paid workershie public and private sectors (Hungary),
the minimum wage acts to level the wage competima reduces to some extent the
variability of costs in procurement bids.

A second factor concernBUPE regulations. The 1977 Transfer of Undertakings Directive
provides a basis for employment protection for wosktransferring with a service activity
from one organisation to another. However, the @ive and associated ECJ rulings have been
interpreted in different ways in the five countrigesestigated in this report, leading to
significant differences in worker rights. Table prbvides a summary of issues drawing on the
comparative legal study by Harzten et al. (2008).

Four of the five countries provide some form ofhtidor workers to refuse the transfer. In
Hungary this only applies where there is a chamgthé legal status of the employer that is
detrimental to the employees’ interests, as we ifinghany transfers between the public sector,
publicly owned companies and the private sectovea®xplore further in Part IV, chapter 10.
In Germany, employees are entitled to one montér dftey receive information about the
transfer to lodge a written objection. In Hungahg ttime period is 15 days. France is the
exception because the transfer is treated in k@sl as a continuation of the employment
relationship with or without employee consent beeathe employee can still exercise the
freedom to resign. There are some peculiaritiegremce (as in Hungary) because of the
importance of distinctive legal statuses. Frenchlipusector organisations are not obliged to
offer civil service status to workers transferrifigm a private sector organisation and can
instead propose a contract under public laan{rat de droit public) Also, workers in private
sector firms providing outsourced services usdoktaovered by public law but this possibility
was removed in 2004 (Audier et al. 2012, natioepbrt).

Table 7.1. The rights of workers in public servipescurement transfers

Employee right to refuse  Refusal considered as Employment contract

transfer? resignation? maintained with transferor?
France No, except from private to Yes, except from private No, except from private to
public to public entity public entity
Germany Yes No, legal right to Yes
redeployment/dismissal
Hungary Yes where a transfer Yes, no entittementto  No
involves a change in legal standard redundancy
status that worsens payments

employment conditions (as
in some public-public,
public-private transfers)

Sweden Yes No, legal right to Yes
redeployment/dismissal
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UK Yes Yes, no entitlementto No
redundancy payments

Source: adapted from text in Hartzen et al. (2008).

While the refusal to transfer is incorporated in W#gislation, Hartzen et al. argue that it has
done so in a form that has ‘made sure to emptiyang legal consequence’ (2008: 9). The UK
TUPE regulations allow for a transferee to objadt lie/she will be treated as having resigned
rather than enjoying protection for wrongful dissak or redundancy compensation. The
exception is in cases where it can be shown thaster would mean a significant deterioration
in conditions. Stronger rights prevail in GermamdaSweden since the transferee enjoys
continuity of employment contract with the transfer(eg. with the municipality that
outsources services to a private sector compamypractice this means the transferor is
obliged to seek redeployment opportunities withire torganisation before considering
redundancy (op. cit.; Anxo and Ericson 2012, natioaport)).

A third factor concerns the incorporation ofacial clause in procurementwhich obliges
providers of outsourced public services to meetifipd pay and/or employment conditions.
The practice finds support in the 1949 ILO Convam®4 on labour clauses in public contracts
where it recommends contracts include clausesehsitire workers’ conditions are ‘not less
favourable’ that those undertaking similar worktlie same sector or site of work. However,
ECJ rulings have altered the balance. Procurenegiglation is quite clear about the need to
prohibit discrimination of bidders. Thus if a pubkuthority includes conditions of working
conditions for example in a tender they may feat thbidder that did not win the competition
files a lawsuit (Hermann et al. 2012). The 2008f&tfECJ case reinforced this viewpoint by
ruling that the German region of Lower Saxony aatathwfully by adopting legal measures
that required bidding firms to pay wages set indblective agreement that was not declared
legally binding.

Nevertheless, social clauses (also referred taasmjing wages) are used in procurement in
some member states (Schulten 2012). In Germany) a8d 2011 have witnessed a wave of
regional governments (Lander) introducing socialisks (or prevailing wages) in procurement
of public services, ranging from construction andlg transport (initially) to security and
cleaning services among other activities. Whereatit#vity is covered by a binding sector
collective agreement (under the Posted Workers Awth the provider organisation must
match the minimum wage set in the collective ages@mVhere this is not the case the social
clause specifies a minimum hourly wage designezbtoespond to the lowest level of pay set
in the public sector in the region; examples ineld minimum rate of €7.50 in Berlin. In
public transport, the social clauses require harsation with the full pay scale of the
collective agreement, reflecting the special legadumstances of this sector (Schulten 2012).
There are differences across states also in itcapipn to services provided directly by the
Lander and/or by the municipality, as well as aggilon of a defined threshold value and
exercise of the right to cancel contracts wherestieal clause is contravened (op. cit.).

In the UK, there is a great deal of public attemtaurrently to introducing social clauses in
public services procurement as the result of a eagnmpfor living wages. Unlike Germany,
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progress is entirely voluntary and proceeds onrdract by contract basis. The initiative began
in East London in 2001 with a hybrid community/digaunion organisation that focused on
persuading public sector organisations (and battk@troduce a ‘fair wage clause’ in their
market tenders for contracting cleaning, securiiy eatering services (Grimshaw 2004). There
are at present no data on the share of procuretoetriacts that incorporate a living wage but
it is likely to be very low. Among London municizs, for example, only 5 out of 32
councils require all subcontractors to pay a livimgge. It nevertheless has gained in
popularity during 2012, has been championed byCiveservative Mayor of London (who has
helped advertise its annual increase) and has lsso adopted by several municipalities
outside London (Grimshaw et al. 2012, national r§pen 2012 the London living wage is
£8.55 and the outside of London rate is £7.50.

Differences in industrial relations conditions betveen public and private sectorgrovide a
fourth set of labour market conditions that shdpe development of procurement policy and
practice. Across Europe, with the exception of Betg union density is higher in the public
sector than the private sector. The UK joins otbeuntries, such as Ireland, Cyprus and
several CEE countries (eg. Poland, Latvia, Estomdjich have a large gap in industrial
relations conditions. By contrast, France, Germamy Sweden register a marginal gap in trade
union density between public and private sectotagsher 2010: figure 7).

Competition between organisations with divergendustrial relations conditions can be
limited or constrained in various ways (Schulted &mandt 2012). In Sweden, competition is
limited by broad and inclusive coverage of sectoadlective bargaining, as well as convergent
trends in wage-setting, such that competitors vokamilar conditions of pay and employment.
The same model of sectoral collective bargainingasso successful in Germany due to far
lower coverage of collective bargaining, such th@ny competitor organisations are not
signatories to the agreement. Nevertheless, nesirtigrsector minimum wages may make pay
differentials negligible among low paid workers pablic and private sectors (eg. in care,
laundries, etc).

The UK has a strongly divided industrial relatianedel with union densities in 2010 of 86%
in the public sector and only 30% in the privatetge reflecting a similar disparity in
collective bargaining coverage. Cost incentiveprtocure low-wage activities are especially
strong; pay data suggest a below-average incidehéaw pay among all employees in the
public sector (12%) and above-average in the pigattor (32%). Nevertheless, the UK has
witnessed two initiatives, inspired by trade unmampaigns and community mobilisation, to
address the problem of levelling down of employms&andards through procurement. A first
is the living wage campaign (addressed above) asetand is the short-lived ‘two-tier code’
that provided social partners a set of principlpsruwhich to collectively agree the provision
of public sector terms and conditions to employaesprivate sector subcontractor firms
providing outsourced public services. In princifiies meant all workers in subcontractor firms
providing the outsourced services would enjoy tlegarfavourable rates of pay, premiums for
overtime and unsocial hours, working hours anddaglientittements as public sector workers.
Its application was nevertheless largely limitectiie National Health Service where it was
incorporated into many (although not all) outsoogcideals and raised the pay of many
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workers employed by private sector firms (Grimst2809). There are no accounts of its use in
local government. It was short-lived because inRRhe newly elected coalition government

abolished it, although its use in health servicgisaurcing contracts will be sustained for the
lifetime of the contract.
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Part I\V. Pay and procurement in local government: v arieties of
practices and consequences in five countries

8. Introduction to local government: services mix, employment
trends and wage moderation

The focus of this research project on local govenmimis motivated by the fact that while
Europe experiences austerity and actions to cueérgovent deficits, many of the actions and
responses are at the level of local governmentalLgovernment organisations (hereafter
referred to as municipalities) have to respondédntral government budgeting and revenue
decisions and, depending on the degree of finamtitdnomy, also have to make decisions
about reforms to tax, spending and services pravigDn the one hand, municipalities may be
persuaded, or directed, through a combination ohemic and political conditions, to cut
services, reduce investments and employment andrémbossible) raise taxes. On the other
hand, different conditions may encourage munidigslito promote counter-cyclical policies in
an effort to cushion the effects of economic reicesdy, for example, upgrading pay,
protecting jobs and making better procurement ddatieed, a 2010 OECD working paper
explicitly cautions against local government pollging designed in a way that puts at risk a
country’s stimulus plans:

‘Given sub-central governments’ weight in the eauagp their decisions will have a great
impact on the chances of success of any recovary ffl sub-central governments reduce their
spending in order to balance their budgets, thislavaecessarily hamper central governments’
efforts to stimulate the economy.’ (Bléchliger £t2010: 16-17).

In this introductory chapter, we provide a briehtaxt of local government with a focus on
services, financing and problems of indebtednelss.chapter also summarises the character of
the case-study research that was undertaken fiyealiountry teams and presented in detail in
the five national reports. These case studies @eothe core material for subsequent chapters
in this part of the report.

8.1. Local government services, funding and indebte dness

Across the five countries, we find that local goweent spans a wide range of essential public
services. Common to all five countries is the psamn of core local services in the areas of
care, welfare and education — including, for examplderly care, childcare, youth services,
disabled services, advisory centres, cemeteriddjcpsafety, transfer payments (eg. housing
benefits), schools and/or facilities services fahals (such as catering and property
maintenance). A second core feature is a rangeisiire services, such as swimming pools,
parks and gardens, and cultural services, suclbesiés, museums, exhibition centres and
theatres. And a third feature of local governmenhirastructural, security and local economic
services, which typically include public transp@agcial housing, environmental services, cycle
paths, roadworks, street lighting and street clegrgar parks, police, fire and security services
and the collection, recycling and disposal of waste

73



Local government services that are specific to sameall, countries include the provision -
operating possibly in the form of municipality-oveheor public-private joint venture
companies - of hospitals or medical centres (FraGm¥many, Hungary, Sweden), airports
(Germany, UK), ports (Germany), public utility coampes such as water and electricity
(France, Germany, Hungary), savings banks (Germamyhealth resorts (Germany).

While the range of local government services hasescommonalities across the five countries
there is strong differentiation in the level of tafisation of fiscal control and size of local

government revenues relative to central governn@BCD data provide an indication of these
differences. For example, as a share of centrabmowent tax revenue, taxes collected at
county and local government levels vary from 54%weden and 40% in Germany to 11% in
France and just 7% in Hungary and 5% in the UK (2@ata). Further evidence of the inter-
country difference in dependence on central governins indicated by OECD data on the
proportion of local government revenues derivednfleentral government, which ranges from
high in the UK (71%) and Hungary (59%), medium irarkce (41%) and low in Germany

(18% of Lander and 35% of local government revenard Sweden (24%.

The dependence on central government grants asegpo local sources of revenue (through
business tax, property tax, asset sales, etckayylio affect trends in municipality revenues,
although the net effect is difficult to predict ésbox 8.1). On the one hand, the potential to
raise local tax revenues is mediated by the charaut recession in the local economy. In
Hungary, for example, while some municipalities omed tax-exempt status for private
enterprises operating in the locality, others opi®cease taxes with the long-term aim of
encouraging expansion and job generation (Berkil.eR012, national report). In Germany,
municipality schemes have sometimes had uninteratherse consequences; cost saving
measures of reducing water temperature in swimrpogls reduced visitors and revenues,
charges to use public spaces hindered voluntark wolemes, and raised taxes on savings
banks reduced their donations to local charitiesliley to compensatory funding from public
funds (Bosch et al. 2012, national report).

On the other hand, cuts in central government granaty be felt more in low-income localities
that are dependent on special grants designedeiaé disadvantage. For example, in the
UK, because a high proportion of central governngmants is designed to reflect level of
socio-economic need, low-income localities are numpgendent on grants and therefore harder
hit by spending cuts; in the richer areas centoaleghment funding accounts for just 25% of
local government revenues but in the poorer areascounts for 72%). The result is that an
area’s level of income deprivation strongly corre¢awith the size of reduction in local
government revenue — a correlation of -0.89 (Gremshkt al. 2012, national report).

4 OECD data Tables 14 and 15, available at www.aegfttp/fiscalfederalismnetwork/oecdfiscal
decentralisationdatabase.htm#SEC_B_3.
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Box 8.1. Local government finance in five countries

In France, local government revenues have to dattexperienced major reductions in expenditures,

although municipalities nevertheless face challengeneeting local needs. Municipalities depend

on

both central government grants that reflect socmmemic need and local business tax. Localities

with high levels of income deprivation and risingppilations face major challenges during the cur
period in meeting rising demands and costs forat@iowances and services, new primary sch
and medical services (which may be part-financethbymunicipality).

Municipalities in Germany face three major finahaihallenges during the austerity crisis. Fi
central government can make mandatory changeshiicmervices provided by municipalities a
require them to shoulder the associated costs.rResamples include housing benefits, integra
allowances for the disabled and (before August P@dBilling the legal entittement to childcarg
Second, tax relief laws passed by central goverhragice 2008 have lead to an estimated £
billion loss of municipality revenues and have fatenany municipalities to take out short-term lo
and added to an overall debt of around €130 bil{eamd of 2011). As such, many municipalities
indebted and face continued high demands on sberafit payments, as well as deteriorating pu
infrastructure (especially schools and transpdit® local business conditions and environme
development. Third, from 2020 the Lander governs&vill no longer be allowed to run a ‘structu
deficit’. There are complications in distinguishimdnat part of a debt is structural and what pal
cyclical. Moreover, it reduces incentives of sulioreal governments to invest for future returns i
instead encourages privatisations and sale-and-lessk operations to shift spending into the futu

Revenue in Hungary includes per-capita central gowent grants, as well as local business ta
portion of income tax, vehicle tax (and other ad haral taxes) and income from municipal-own
companies. Since the mid-1990s, and particularlyinduthe current austerity crisis, cent
government grants to local government have beewcest In response, municipalities have sougf
exploit EU funds for local economic developmentjgets. Municipalities have also sought to p
the gap in revenues through various ‘financial iraimns’ such as issuing bonds denominate
foreign currencies, which has triggered financ@lapse in some organisations. As the authorse
national report put it, ‘There are substantial etiéhces among local governments as to the lev
their indebtedness; in some towns bankruptcy isvanyday threat’ (Berki et al. 2012: 46).

Municipalities in Sweden mainly experienced a sgaeen revenues as a result of the recessig
impact on local business since fiscal policy durihg crisis was expansionary. Reduced local
revenues led to budget cuts and some reductiolegah government employment, which was alm
wholly achieved by cutting temporary employmenttcacts.

In the UK, surveys of implementation of spendingsdind that municipalities have to date tried
make disproportionate cuts to the smaller servioestions (planning and development, culty
housing) in order to protect core welfare and dos@vices. However, continued cuts in cen
government grants means the risk of significans autspending on adult and children’s service
high. Moreover, central government has imposed aytear freeze on local property tax (2011-
and replaced the lost funds by a temporary grams dauses a problem, however, because it rep
a local revenue source by a central governmentceoand makes municipalities even m
vulnerable to future cuts.

Source: National reports; Anxo (2012); Bosch (2012)
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8.2. Overview of case studies in five countries

All five country research teams conducted origimelearch in municipalities with the primary
objective of investigating the nature of austedgnditions and their implications for wage-
setting and procurement practices. The researclyrdegas tailored both to the needs of
comparative inter-country analysis (as presentedigreport) and the distinctive conditions of
each country setting. Each team used a qualitate#hodology consisting of interviews with

key actors and the collection of relevant docuntemia In general, the data collection

involved two stages, or levels, of interviews: ffithie collection of national and regional data
to explore the wider context of pay policies andgorement strategies in local government;
and second, the investigation of responses at maf#onal level through multiple case studies.
Most municipalities agreed to participate on canditof anonymity. Table 8.1 provides a
summary.

The rationale for selection of municipalities vdridby country. In France, the two
municipalities provided contrasting population degmaphics, as well as contrasting
approaches to procurement of public services. Im@gry, the intention was to follow up the
consequences of indebtedness for pay and procutesteategies by focusing on three
municipalities within the region of North Rhine Wgsalia which is the most populous
German region and has the highest debt level. imgery, the aim was to contrast a small and
relatively large municipality while also including case that exemplified a new style of
conservative reforms already established before2@i® national elections. The two cases in
Sweden were chosen to contrast approaches to proeat, while in the UK, the aim was to
select cases that provided alternative settingsoplulation sizes and standards of living, as
well as alternative wage-setting strategies, indgghayment of a ‘living wage’, opting out of
the national collective agreement and eliminatibradditional wage payments for unsocial
and/or overtime premiums.

Table 8.1. A summary of case studies undertakéreifive countries

Cases Population Municipality Social, political and economic conditions
workforce*
France Municipality A 100,000 3,126 Outskirts of Paris; ww population, high

share of immigrants, high population growth;
member of a ‘community of municipalities’
(Com A); high demand for social allowances &
services; no budget restrictions

Municipality B 60,000 1,535 Outskirts of large cityverage population
demographics; member of a ‘community of
municipalities’ (Com B); budget restrictions
anticipated in short term

Germany  North Rhein Westphalia:

Municipality A <500,000 6,000 Social democrat maydarge debt (approx
€4,200 per inhabitant, 2009); special funding
from Lander on condition of balancing budget
(2011-16)

Municipality B >500,000 9,000 Social democrat mayarge debt (€3,300 per
inhabitant, 2009)
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Municipality C ~50,000 400 Social democrat control; medium debellev
(€1,700 per inhabitant, 2009)

Hungary  Central/Southern Transdanubia:

Small town A 11,458 700 Third largest employerhe tocal area; strong
presence of catholic church in the area

Large town B 156,000 ~3,000 Conservative led since 2009; policies at the
vanguard of right-wing public policy reforms;
heavily indebted (approx. €140 million)

Sweden Municipality of 83,710 5,825** Centre-right coalition control; buedgurplus in

Véaxjo last five years; strong population and regional
growth

City of Goteborg 520,374 31,145** Left-Green caalit control; budget surplus
during recent years.

UK North West LA1 498,800 8,907 Labour controlledgkacity, metropolitan
borough council; high level of income
deprivation

North West LA2 308,800 1,859 Labour; medium-sizeatrapolitan borough
council; high level of income deprivation

North West LA3 327,300 12,281 Conservative; regemérged to form a
unitary authority

East LAl 125,700 1,010 Liberal Democratic/ Labooalition; operates
as a small district council with some core
services provided by the umbrella county
council

South East LAl 1,427,400 12,652 Conservative; lamety council provides
some core services and coordinates provision
of others by second tier of district councils

South East LA2 239,700 3,888 Labour; medium-sizgithty authority.

Notes: *data are approximate and are not compasibt& some are limited to local government adrration (Germany),
others include municipality-owned companies andébrools; **permanent staff only.
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9. Multiple models of local government pay determin ation: the
shifting national and local terrains

This chapter first of all characterises the wagtirge systems in local government and
secondly explores the scope for discretion in wadgermination at the local government level.

9.1. Diverse frameworks for pay determination

Table 9.1 applies to local government pay settiteg framework developed in Part 11l chapter
6, by which pay setting is considered along thigecsums- from unilaterally determined to
collectively determined, from centralised to decalided and from integrated to fragmented.
Pay determination for local government workers mr€e is integrated within the unified
grille de la function publiguewhich distinguishes local government as one oéd¢hbroad
categories of the public services (see Part IllIhil&/relatively centralised, and governed by a
strong role for government intervention in annualy psettlements, local municipalities
nevertheless enjoy a degree of discretion in reoent (including the authority to recruit civil
servants on the lowest occupational grade withpahimg the post up to national competition)
and in the fixing and allocation of pay premiumdd dsonuses, which can account for a
significant share (15%-30%) of a local governmeatker’s total pay.

In Germany, local government workers are coveredhleynational public service collective
agreement for the federal state and municipal{i®D), which defines classification criteria
as well as rates of pay. It is a strongly centealifFamework for wage-setting and allows very
limited local level autonomy to adjust rates of paAgcording to Schmidt et al. (2011: 212) the
practice of making payments above those specifigde national agreement is ‘strictly against
the rules of the federation of municipal employssaxiations (VKA)'; moreover, a series of
legal court case decisions provide guidance onl joicectices of pay classification (cited and
translated in Bosch et al. 2012, national repdfwever, the TVOD agreement in 2005 did
include two new options for local pay flexibilitthe use of a new low-wage pay grade (grade
1) and a performance-related pay bonus (see setBdoelow).

Local government pay determination in Hungary felothe public sector model; pay scales
are set by government in legislation following natl level ‘interest reconciliation’, which
involves three national employer associations aadet union confederations (Berki et al.
2012, national report). Collective bargaining atablevel — whether for municipality public
service workers or for municipal-owned company veosk— is in principle possible but in
practice limited both because of limited managdsiadget autonomy and limited transparency
of information shared between municipality ownensl éheir subsidiary companies. Positive
evidence of local level bargaining seems to betéichito the large municipalities and large
municipal-owned companies where stronger unionrosgéion underpins processes of direct
negotiations with local government chief official®nly large municipalities have interest
reconciliation forums that, while not legally coihgiive of collective bargaining, tend to set
the benchmarks for local wage agreements, esped@ll public sector employees. At the
smaller of the two municipality case studies cdilex bargaining over pay is non-existent;
moreover, the authors of the report find that thgpleyees of the municipality and of the
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municipal-owned companies ‘have no interest repitad®n whatsoever and there is no
collective wage bargaining that could influence &wment conditions and remuneration
practices’ (op. cit.: 45).

Table 9.1. Three core features of local governnpagtdetermination

Unilateral government Centralised vs Integrated vs fragmented?
regulation versus collective decentralised?

bargaining?

France Unilateral regulation prevails ~ Moderate-strong centralised Strongly integrated

The local government workforce For civil servants, discretion One of three categories in

has collective bargaining rights to fix pay bonuses & the unified (centralised)
but agreements are not legally  premiums within central  grille de la function publique
binding guidelines
Germany Polarised Strongly centralised Medium-high integration
Collective bargaining for non-  Only limited local discretion = Two agreements for non-
Beamte and unilateral over pay Beamte (the majority) and
government for Beamte one for Beamte
Hungary Unilateral regulation Centralised Medium integration
predominates Local level collective Different arrangements for
Pay scales set by legislation, bargaining possible (for civil servants, ‘public

following national level ‘interest public service employees not service employees’ and
reconciliation’ (different for civil servants) but limited in workers in municipal-ownec
employees of municipal-owned practice to consultations to companies
companies) settle pay supplements.
(Collective bargaining in
municipal-owned
companies)

Sweden Collective bargaining Decentralised within a Medium-high integration
central framework

Pay rates set locally but pay
rises mostly constrained by
sector guarantees

UK Collective bargaining Moderately centralised Medium-high integration
Although imposed pay freeze  Some councils exited from One national agreement fof
2011-13 national agreement; all England, Wales and
councils implement local job N.Ireland
grading

In Sweden, the system of pay determination in Igmalernment, in common with the more
general pattern in the Swedish public sector, tetodgards the decentralised end of the
spectrum. For all local government workers, ratepay and the matching of jobs to pay is
negotiated at local level. There are neverthelessesconstraints imposed by an over-arching
framework of national-level collective agreementgiich are relatively integrated. Most
commonly, these centralised constraints take tha faf either the imposition of a minimum
rise in the overall pay bill to be distributed at#l level, or the specification of a minimum pay
rise guaranteed to individual employees. Howewver,af minority of workers (an estimated
17% in 2011) rates of pay and annual wage changewlaolly determined at the local level
(Anxo and Ericson 2012, national report). A focus specific local government activities
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provided by local government employees reveals ¢bhdective agreements for local public
transport, school catering and cleaning, waste@snand elderly care all included a minimum
increase in the overall pay bill and/or a guarashieelividual pay rise (op. cit.: table 15). The
local union representatives at both case studiesstigated were not opposed to individualised
wage-setting, although in the case of homecare everthe evidence suggests they were less
positive than representatives of more qualifiedupations (such as nurses, for example) and
favoured decentralised pay bargaining within thdional constraint of an individual
guaranteed pay rise (op. cit.). It is notable, havethat the criteria guiding the process of
individualisation and differentiation of wages aegotiated jointly with unions.

Local government pay determination in the UK hastonal structure but has not enjoyed a
particularly stable recent history. In the late A98he local authorities’ employer body
consulted its members on the relative merits oonat and local pay bargaining and in 1987
witnessed a national dispute among local governmentmanual workers against employers’
proposals to abolish all national grade and agetpand the exit of several local authority
councils from the national agreement. The first vidnt County Council ostensibly in
response to tight local labour market pressurethén South East region that required the
freedom to pay higher rates to recruit and retBy.the 1990s, research by the trade union
NALGO (now part of Unison) found that around halflftile terms and conditions set for non-
manual and manual workers were described as ‘ratioonditions modified by local
variations’ and only a quarter (non-manual) andhiadt (manual) could be described as
‘national conditions unmodified’ (Beaumont 1992bl&a5.8). A 1997 ‘single status agreement’
provided for the harmonisation of terms and condgi for the two bargaining groups of
manual and non-manual workers, to be applied thrdagal flexibility in job grading (using
an agreed national job evaluation scheme) withteomea pay scale, to ensure pay structures
were ‘equal pay proofed’ and to encourage pay @ssjon through ‘contribution’ rather than
simply seniority (Perkins and White 2010: 249). Tineed to combat equal pay was an
especially significant pressure for reform. Howevénree factors stalled progress in
implementing harmonised conditions (Grimshaw et 2012, national report): i) local
government did not benefit from additional centrgbvernment funding to cover
implementation costs (back-pay for those upgraded pay protection for those not); ii)
employers and unions were already embroiled inimigakith hundreds of equal pay legal
claims, which to a great extent stalled progresth wbllective bargaining; and iii) 2002
witnessed a major strike in support of a 6% paintiand halted progress further. In response
the government established a special Pay Commidsi@valuate pay conditions for local
government workers and identify the obstacles tplementing single status. A timetable for
implementation was set but by 2009 most local aitiee had still not implemented
agreements (Perkins and White 2010).

9.2. Local level discretion in wage setting

Discretion for adjusting pay at a local level var@mong the five countries. As table 9.1 above
shows, at one extreme Germany presents a stroeglyatised model of pay determination
with limited discretion over pay at the local levaatd at the other extreme Sweden has a
relatively decentralised model of wage-setting. sTkbhapter explores in more detail the
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character of local level pay discretion, again dngwon the case-study findings presented in
the five national reports.

Pay grade classification

The countries vary according to the degree to wipiai grades for specified jobs are set at
national or local level. In Germany and the UK, Mhihe pay-scale for local government
employees may be fixed at national level, locaklemnanagers exercise discretion in the
matching of jobs to pay rates. The risk is thatamtain circumstances this may lead to a
downgrading of jobs, especially in a context oftaris/ and the need for municipalities to
balance budgets. In Germany, indebted municipaldre tending to avoid the classification of
individuals in higher pay grades ‘as a matter ahgple’ (Bosch et al. 2012: 16, national
report). The German case-study data also suggest th a new pattern of municipalities
classifying jobs in lower pay grades. Works couranld union representatives recounted
evidence of a growing number of tasks in job desioms being described as ‘simple’ despite
their requiring particular skills, such as a foreignguage or computer skills, for example
(national report). In the UK local authorities @&epected to construct their own system of pay
bands or pay grades, using the national pay smrnbkeamain reference for pay points, and to
decide what principles ought to regulate pay pregjom. The national agreement leaves open
the question of how many pay grades a council otmlapply, or even as to whether there
ought to be a pay scale for each grade or a singld rate of pay (a ‘spot rate’). It supports
relatively short pay scales since this is said éariore aligned with the goals of gender pay
equity, and also recommends incremental progressmsed on a combination of seniority and
‘contribution-based pay progression’, including &éample pay rises in reward for acquisition
of skills or qualifications. Local discretion extinto the question as to whether or not councils
ought to honour pay increments during the periodayf freeze, as well as whether or not they
shift away from automatic seniority-related pay grassion; among the six municipalities
investigated, two applied a pay freeze on increalgmtogression, two honoured seniority-
related rises (at least up to the maximum of the pend) and two tied pay increments to
satisfactory performance (Grimshaw et al. 201Z4pnat report).

A related practice is that of temporary redeployte@nndividuals to higher level jobs without
awarding the accompanying pay rise. Evidence af pihaictice was found in Germany where
instead of a promotion to the new higher level dftpay the individual was rewarded with a
temporary pay supplement; this practice penaligesinidividual by not enabling him/her to
accumulate a recognised number of years of sepiarthe higher pay grade.

In Sweden, pay rates for jobs are entirely sebedlllevel through local collective agreements
between employer and trade unions, which, moredeeilitate the individualisation of pay
through regular ‘wage meetings’. The investigatiohtwo case studies found that one
deployed a job evaluation system in order to combgtdiscrimination (by age, sex, ethnicity)
while the other municipality did not.
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Table 9.2. Case-study evidence of local level dismn to adjust pay within municipalities

Pay grade Adjusting low pay? Merit payments? Premiums/
classification? supplements?
France Yes Yes No Yes
Indirectly via the Reluctance to Strong use to meet
distribution of uniform introduce merit pay local goals of equity
pay rises (cash sum not  as specified in and recruitment
percentage) to all national agreement
employees
Germany Yes Yes Yes Yes
Very limited and Some discretion over  Since 2007; some Eg. to reward job
subject to regional which jobs fit pay evidence of fixed, promotions instead of
audit grade 1 but highly automatic payments paying the higher pay
conflictual and subject rate

to audit inspection

Hungary No No Yes No
But limited in scope
Sweden Yes No No Yes
Wholly implemented Eg. Premiums for
at local level hard-to-recruit
occupations
UK Yes

Adjusting low pay

The classification of jobs into low pay grades andhe adjustment of low rates of pay are
important features of local level discretion in @any and the UK and, to a lesser extent, in
France.

In Germany, the introduction in 2005 of a new ity defined pay-scale for the lowest paid
in federal and municipal government has generatedlicts over how to value the skills
required in many low-wage jobs, the range of jolassified to the new low pay-scale and the
procedures for making local-level adjustments. Tia¢ional collective agreement (TVGAD)
provides a list of examples of jobs defined as imwng ‘extremely simple activities’
(einfachste Tatigkeitgnthat can be included in the newly created paydgrd; examples
include catering and cleaning staff, WC attendants$ cloakroom attendants. In 2012 the new
grade 1 pay-scale was set at €8.87-€4°9@hich represents a limited a range for pay
progression of just 12%.

The explicit goal of the new pay-scale was to campéth lower rates in the private sector so
as to reduce incentives to outsource. National daiggest the proportion of municipal
employees assigned to pay grade 1 has increaseth-2006 it has increased fourfold to 1.3%
by 2011; the figure rises to 2.7% among municipditusing this pay grade in North Rhine
Westphalia (Bosch et al. 2012, national report)véMtiheless, the case-study data suggest this

5 These hourly rates are slightly lower in East Garyn(€8.62 — €9.65) because weekly working timseisat 40
hours instead of 39 hours (the collective agreemspetifies the monthly rate not the hourly rate).
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new pay grade remains highly controversial andigts is variable. A survey of North Rhine
Westphalia municipalities found only one third readployees on pay grade 1. One reason for
the variability is that employee representativespdie the definition of ‘extremely simple
activities’ (e.g. with respect to the knowledge arseé of kitchen-related appliances, teamwork
and physical effort) and indeed the case-study dateal examples of local reclassification of
low-skill jobs into pay grade 2 in order to avoigtpunitive low rates of pay. The case studies
also suggest disputed interpretation over procédssaes. The national agreement provides
for local differences in the span of jobs includeday grade 1, but while unions argue this
ought to be only undertaken through local agreeymemployers believe they can exercise a
unilateral prerogative (Bosch et al. 2012, naticeglort). Local-level actions are nevertheless
subject to considerable discipline from regular isuffom the regional authority. Random
visits include monitoring of the legality of payagie classifications; as the authors of the
national report put it, the visits have ‘the evidprimary aim of checking whether employees
have been put into higher grades than they shcaNé been. It is remarkable that this is seen
as a waste of public money’ (Bosch et al. 2012:nHBional report).

The two case studies in France suggest the positiothe lowest paid workers in local
government can in principle benefit in two waysisEi managers at one of the case studies
were responsive to strike action caused by the @mphtation of a new structure of pay
premiums and bonuses that offered limited improvenfier level 1 workers already earning
the maximum amount; a consolidated monthly bonu€l®&0 was uprated to €250 as a result.
Second, because the different payments for bonaiséspremiums increase each year by a
fixed cash amount rather than a percentage thestopad benefit (revealed by data in one of
the two case-study municipalities) (Audier et &l12, national report).

Finally, in the UK, local discretion to improve tipay of the lowest paid was one of the key
findings of the UK case studies. Among the fiveecatidies that provided reliable pay data,
four implemented a local agreement between empdogred unions to improve the lowest rates
of pay, generally by eliminating (or disregardiribe lowest pay points on the national pay
scale and recruiting employees onto higher ratgsgf the higher base rate ranged from 7%-
14% above the national base rate. The managersdptba number of rationales for their
support of these union initiatives against a baggdif three years of frozen pay: first, higher
pay contributed towards ameliorating poverty amtiregglocal population (both directly for the
employee’s household and through local multiplifeas); secondly, it was shown to have
reduced staff turnover and attracted better jollicktes (involving detailed empirical research
at one of the councils); and thirdly, it was peveeli to be an important compensation for
increased work effort following the significant dosizing (between 6% and 30% of the
workforce over two years in these four affectedrmalg). It is notable that the chosen higher
rate of pay in two councils was the ‘living wageu(side London), which is endorsed by the
trade union movement, as well as some high prpbléicians (the leader of the Labour party
and the (Conservative party) Mayor of London).
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Merit payments

While both the French and the German national gageanents have recently introduced a
facility for merit payments for local government rkers (see Part Ill, chapter 6), the case
studies suggest limited enthusiasm at local ldadkrance, the director of one of the two case-
study municipalities claimed ‘relating pay to perfance is against our culture’. The
municipality had implemented a practice of perfonceappraisal but it appears nine in ten of
workers were awarded a standard grade and verywiere penalised (Audier et al. 2012,
national report). In Germany, at first sight thappears to be greater take-up of merit pay than
there was under a previous national collective egent. Payments in most municipalities
differentiate according to individual performanaes agreed in a local agreement which
incorporates works council views about performandeeria. However, a survey of NRW
municipalities found one in four paid the perforro@amas a fixed bonus to all employees
(Schmidt et al. 2011, cited in Bosch et al. 20X&iamal report).

In the UK also, the 2004 national agreement engaganunicipalities to apply a combination
of seniority and ‘contribution-based pay progressioAmong the six organisations
investigated, one applied seniority-related progjosonly, three applied a hybrid of seniority
and performance-related progression and two appli@dolly merit-related system. Among
the latter two, one municipality recently restruetliits pay bands (using the national scale of
pay rates) and based progression up the ladderccgments within each band entirely upon
passing an annual performance review, the termghath were agreed with trade unions. The
other municipality does not apply the national gagle (it opted out of the national collective
agreement some years ago) and in 2010 abandonegagpaig altogether and instead sets
defined minimum-maximum pay bands. Since 2010 & &ppraised all staff on a four-step
ranking and adjusted pay rises according to theydiudvailable and the distribution of staff
across rankings. In 2012 it awarded all staff ag rise (against a pay freeze nationally) and
in addition awarded 1.4% to the 80% of staff whbieeed their targets, 3% to the 18% who
were above their targets and 5% to the 1% who Jetged outstanding. Unlike seniority-
related pay increments which are halted at theofopay bands, until promotion to the next
band, this council awarded staff at the top ofrtipaly band (estimated at around one third of
the council workforce) a non-consolidated pay nserder that their basic pay remains within
the maximum threshold.

While merit payments are possible in the Hungali@al government sector, their use is very
limited. More than four out of five municipalitie@gere found to use performance evaluations in
a survey published in 2012 but only 17% of therd performance to pay (Bordas 2012, cited
in Berki et al. 2012, national report).

Union views towards merit payments tend to be negatin Germany, works council
representatives at the case study organisationsea@rthey favoured individual over team
performance, generated suspicion because informatichow payments were distributed was
unavailable, required robust measures of performati@at were lacking and rewarded
intensification of effort above levels of perforncarthat were already high in a context of staff
shortages. Overall the national report concludetherbasis of case-study evidence that even
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where municipalities have signed a local agreemathtthe works council, the procedures for
bonus payments are insufficiently transparent fopleyees.

Pay premiums and supplements

In the absence of flexibility to adapt rates of ibapay for public service workers,
municipalities in France routinely adjust a randgepay premiums and bonuses to meet
pressures facing their system of pay. At one oftthe French case studies, managers fixed a
new, simplified scale of pay supplements that chadsated the previous more complicated
structure with the aim of improving transparencyic@uraging more cross-occupational
mobility and establishing a more competitive paositifor recruiting. The overall level of
supplement is high: for a newly recruited emplopeelLevel 1 the monthly supplement in
2012 amounts to €269, which is around 16% of tked taonthly pay. For higher level jobs the
share of supplementary pay in total pay can be ashmas 50% (for particular categories of
engineers in high demand) (Audier et al. 2012 amaii report).

In Sweden, municipal budgets are set annually aontlide not only a general budget for a
percentage rise in the total pay bill but also ddai that facilitates the payment of specific
wage premiums for occupational groups identifiedha@sl to recruit. Examples in the two case
studies include the groups of IT specialists andseml receiving premiums both to attract
recruits and to reduce staff turnover; nationaadditow that average pay for nurses is higher in
the private sector and significantly so (almost 15#re) at the top decile (Anxo and Ericson
2012, national report). However, union represeveaticlaim that while entry pay levels are
higher in the private sector, prospects for paygmssion and intensity of workload (eg.
number of patients per nurse) are worse (op. cit.).

In the UK, one of the most contentious set of me®rwitnessed at local level concerns
downgrading of premium pay for unsocial working rand overtime hours. Conditions are
set in the national agreement but contained withivat is known as the Green Book Part
Three, which can be modified by managers locallpugh agreement with unions. The UK
report collected data for five municipalities arel/eals downgrading to a greater or lesser
extent in all cases. For example, three councilticed overtime pay from time and a half
(Monday through Friday) to time and a third for thest two hours of overtime in one
municipality and to basic rate payment in two mipatties. Also, one council reduced
weekend overtime to time and a half for all empks/except the lowest paid who continued to
receive the nationally agreed double time paynférgmiums for unsocial hours working were
maintained at the national rate at only one ofrtlumicipalities investigated; two abolished the
premium for weekend working, three reduced the taigbrk premium and one introduced a
simplified structure that allocates individualsatfixed pay premium according to frequency of
unsocial hours working (ranging from a 7% to 20%npium). While all municipalities have
been actively reducing these benefits, one tookettteaordinary step of dismissing all the
workforce and then immediately re-engaging every(subject to their agreement) on new
contracts that removed pay premiums for Saturday @umnday work, public holidays and
overtime. The union organised a series of strikesng 2012 and has had some success in
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winning one-off ad hoc payments to those workerstraffected by the changes, including for
example social care workers providing servicefi¢oetderly.
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10. Multiple forms of procurement: organisational f orms and
employment segmentation

10.1. Local government and employment segmentation

Much of the dynamics of change within local goveeminemployment has to be understood
through a perspective of different statuses andsdos different employment groups. In the
search for lower costs, greater flexibility in Seevdelivery and in the associated employment
conditions of security or hours of work and to bl competiveness with the private sector
in the context of compulsory open tenders, localegoment employers have sought to find
ways to take advantage of existing labour forcéstins or to create new ones. The first set of
divisions is between central and local public seetmployment and in some cases there has
been a reorganisation of divisions along this @hdcal divide (box 10.1). Although the
central public service is often the most prestigiand in France there is a requirement that no-
one in the local civil service can be paid morentlsameone at the top of the central civil
service, nevertheless sometimes the local arrangsnoéfer more flexibility with advantages
to employees.

In some countries the key issue is the divide betweivil servants and those on other
employment statuses and this division runs thrdagal government as well as other parts of
the public sector. In general civil servants ac¢don a smaller share of local government
employees than in central government and this aisfléower status work plus employers
seeking to reduce the number of civil servants ome countries, especially France. In
Germany although similar arguments could be madedivil servants in the longer term are
more expensive for employers, in practice cosiofachave led to an increase in the number of
civil servants relative to other staff as in therslterm employers can evade paying the costs of
pensions. These accrue at the point of retiremedttiais short term cost saving is likely to
cause longer term budgetary problems (box 10.2).

Box. 10.1. Comparing conditions in local versus tan civil service/public sectoy
employment

In France a large number of public sector employesessferred from the central (CPS) to the Iqgcal
public service (LPS) in the mid 2000s, most of thelementary school teachers. Most voluntarily
chose to transfer to LPS terms and conditions asetlseemed more favourable, probably due to
greater discretion at the local level in impleméotaof for example bonus schemes although within a
framework where no LPS employee should be paid rtiae a CPS employee for a similar job.| A
very high share of LPS employees are in the lowast C- 76% compared to 21% in CPS.

In the UK local government is covered by an engireéparate agreement to those for central
government employees. It also set the lowest mimmate of pay but there is considerable discretion
in the wage setting systems, allowing for variagi@cross municipalities. This variation is incragsi
in the current crisis as some municipalities semk quts through redeployment to lower grades with
pay protection for only months or dismiss and mehatl staff to abolish premium payments for
unsocial hours (see chapter 9).

Source: National reports.
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Box 10.2. Civil servants versus non civil servaartd the importance of public versus private
law

In France one of the motivations for the use ofigaublic organisations established under private
law is to have greater flexibility in employmentdapay, including paying sometimes higher wages
than the public service to attract and retain dtaffalso to vary working hours and other aspetts o
employment. In one of the case studies the shammmfcivil servants is 45% - considerably higher
than for the public service as a whole -, and 8@%@non civil servants are on temporary contragts

In Germany around 37% of public sector employeeda@und at the municipality level but only 14%
are civil servants compared to 37% nationally. lEeer this share has been increasing due to
municipalities taking short term advantage of ihwedr costs in the form of non payment of pensipns
contributions but pensions will need to be fundédha point of retirement so this cost saving is

storing up longer term costs.

In Hungary many municipalities set up municipal-@dnenterprises and these employees are |then
treated as under the private Labour Code rather the public sector law and associated wage grid.
Management has more flexibility and is only reqdite observe the two statutory national minimpym
wages (one for standard jobs and another for gkjilbs) and not to pay wages according to the wage
grid for public sector workers, but in many munaipes (including one case study investigated)
almost all jobs are minimum wage jobs in both tbhbljg and the semi public or private sectors. Wage
bargaining, however, is constrained by the fact thanagers of these companies are still under the
control of the municipality.

Source: National reports.

Another internal division is between those on terappor fixed term contracts and those on
permanent open ended contracts whether civil s&vamon civil servants (box 10.3). Again
municipalities tend to make high use of temporamtacts though this varies by country and
over time. Temporary contract staff faced highsksiof job loss in all countries during the
crisis but their use may also increase in the miggo downturn and austerity cuts. A further
example of flexible employment contracts is useant-time versus full-time staff and in some
countries this division takes on considerable irtgooze at municipality level; for example in

the UK local government employees are now predontipgart-time and female. In Hungary,

part-time employment in contrast has been incrgaamong men, though its share is still
much smaller than the European average.

Public sector reform and changes to public sectoyeasetting and pay agreements may have
the effect of either opening up or closing dividese box 10.4). Examples of increasing
divides apply to new agreements establishing a loewer grade of pay for staff in danger of
outsourcing — as in Germany. Also in Germany, tlaeeedivides between staff hired under the
old collective agreement and the new collectiveeagrent. One way that divisions within and
between the public sector have been narrowed @ugr the erosion of the public sector
premium at the bottom of the labour market such ith&rance and Hungary many of the jobs
in local government are paid at or close to theimmim wage (see chapter 5). This erosion
tends to homogenise the position of those on diffeemployment statuses with respect to
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remuneration. This downwards homogenisation may algply between skilled and less
skilled to the extent that organisations fail tdeoflong term advancement and instead of
upgrading staff use temporary appointments at mighsdes to cover shortages in more skilled
grades. Thus, in contrast to the picture of a Vyeeyarchical job and pay structures, there are
some examples of downwards homogenisation erodffegehtials with the private sector and
also eroding internal rewards for skill, experienceesponsibilities.

Box 10.3. Use of flexible employment contractsptary and part-time

In one of the cases studies for France, 36 % al &itff and 80% of non civil servants were [on
temporary contracts. This share may be reducedrgmnaaw of 2012 which should provide for mare
permanent contracts even if not for transfer td si@rvice status.

=

In Germany, part-time employment accounts for tiitbs of total employment in municipalities, up
from just over one fifth in 1991, and involving Be of 23% in part-time employees while total
employment fell by one third. However this growthpart-time work is not associated with a high
comparative level of feminisation (at 57% well helthe ratios in the UK, Sweden and Hungary) or
even a continuing process of rising female shasedha female share declined slightly overall
between 2002 and 2011, particularly among non safivants (from 71% to 62%) while rising amang
civil servants (from 34% to 39%).

In the UK local government is now a predominantrtgime as well as a predominantly female
workforce; part-time jobs accounted for 55% ofjalbls in early 2012 and women account for three
quarters of the total jobs.

Source: National reports.

Box 10.4. Employment segmentation and wage setting

In France there are internal differences betweehszrvants and non civil servants, with the forme
better paid and better protected and also betweklicsector and private sector employees; the main
difference in the latter case is the seniority ffag public sector employees which raises costs
particularly in the context of an ageing workforemwever, in some cases partial externalisation| has
been used to facilitate the award of higher palabour shortage areas. Moreover if private sector
staff are re-internalised they face long term whgezes as their experience in the private sestpr i
not counted for seniority increments although @mnéenove now allows up to half of their service to
be counted.

In Germany, employees in municipalities recruité&ra2005 earn less than those recruited before.
This is due to the switch from the former publicveee pay scale (BAT) to the new collectiye
agreements for thednder(TV-L) and for the federal state and municipatit{@VVoD). This is partl
because the holiday allowance and Christmas boaws Ibeen replaced with a smaller annual bonus.
Also since 2005 some employees in apparently sifgile have been placed in a new lower pay
grade where the minimum wage rate is close to & mdustry sector minimum pay rate for
industrial cleaning and there are more limited @ty increases (see chapter 9). There is also
evidence of a failure to upgrade staff even whey thre covering higher level jobs; in some cgses
this is part of a strategy of heavily indebted noipalities to reduce costs. This creates a diyide
between those who have been promoted into the ppate grade and those who have not.

In Hungary the application of the public sector e/@ystem tends to compress differentials between
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regions. Privatisation leads to little change irgesin areas where there is high unemployment as al
jobs tend to be minimum wage jobs but in one ofdase studies employees in the privatised |bus
company were able to negotiate significantly higlvages, twice that of the employees of the private
bus company in the other locality.

In Sweden there are relatively limited differergidletween in-house and private sector staff on
outsourcing contracts. In general initial pay lsvehay be slightly higher in the private sedtor
although pay progression may be more limited aedetls also evidence of increased work intensity
due to tighter staffing schedule and ratios.

In the UK municipalities have scope to vary payelevand systems under both collective agreements
and the political reality of pay setting in munigiies under conditions of massive budget cutss Th
scope is used in different directions; for exanmgdene municipalities are raising the lowest rate of
pay in response to the living wage campaign and thesefore increase differentials vis a vis local
rates; others have dismissed staff and rehired therder to remove premium payments for unsocial
hours (chapter 9), thereby moving the public segay systems towards those prevailing| in
deregulated private sector service markets.

Source: National reports.

While municipalities are able to find some waygdmforce processes of either segmentation
or downwards homogenisation in order to reducesgdbeir room for manoeuvre is much
enhanced by options for internal flexibility andtemalisation, which allow for different
organisational forms for the delivery of servicesrtteract with different employment statuses.
These opportunities to establish public enterpra@e®int ventures where pay and conditions
can vary from standard public sector conditiongoffcope to reduce pay costs where public
sector pay is high or to raise wages where pul@itos pay is low and proving a poor
motivator for either effort or retention. These g@eses of externalisation also increase
differentiation in workplaces through the protentiof TUPE and the transfer of staff to new
organisations on protected terms and conditionsigre new hires are likely to be on lower
conditions. The range of organisational forms ahé potential for interactions with
employment statuses is explored further below.

10.2. Local government procurement: organisational forms

Mapping the involvement of municipalities in proeorent is complicated by both the varying
budgetary and commissioning arrangements not onhpng countries but also among
municipalities in the same country and among aatiwiwithin the same municipality. Of
course the responsibilities and autonomy of mualdips with different scope for shaping
budgets, services and procurement as discusse@.adexe we focus on those responsibilities
- budgets and services - that are found in the tt@snunder consideration and within these
varied remits we consider how procurement may barased.

Direct versusindirect procurement

The first complication as figure 10.1 makes clesathat direct procurement in the sense of the
individual municipality organising the tender andmamissioning directly is only one of a
range of options. Instead municipalities may dedidecooperate together to form joint
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commissioning bodies (and this may also be witheogbublic bodies - for example joint
commissioning of social care in the UK involvingethNNHS and municipalities) or they may
delegate responsibility to other government bothegxample at the regional levels.

Figure 10.1. Alternative forms of procurement

BUDGET
TRANSFERS TO INDIRECT
USERS- USER PROCUREMENT
FREE OR VIA, PUBLIC
CONSTRAINED PARTNERSHIPS
CHOICE / or REGION

Munici-
pality

INDIRECT PROCUREMENT VIA
BUDGET DEVOLUTION E.G. TO
SCHOOLS

DIRECT PROCUREMENT

school school school

Another form of indirect procurement occurs whennmipalities devolve parts of their
budgets to other public sector units under themtrad, for example schools, who may then
arrange their own procurement processes and ous;doreexample for school catering (box
10.5). In more extreme cases the municipality maesd themselves of responsibility for
delivering services, either through optional baletransfer of responsibilities for services to
other organisations (for example in Hungary to chas) or through passing budgets directly
to users who then choose the provider but in soasescusers may be constrained to use
providers approved by an municipality or other jpubbdy.

Box 10.5. Indirect outsourcing or transfer of respibilities

Elderly care is one area where the decision oridime of provider may be devolved to the user eyen
where the budget is provided by the municipalithisTapplies in the UK and increasingly also| in
Sweden where some municipalities have implemerttedoptional arrangements where users [can
choose providers. In the UK this policy holds fesidential homes but is also being increasingly
introduced for domiciliary care and users may tlenable if they wish to bypass municipality
commissioning and identification of preferred pa®mns. In Germany elderly care has never been the
responsibility of the municipalities except forraal number of cases where there is a funding need.
Traditionally this was paid for by the family butw there s a compulsory insurance but the funds go
direct to the family who then decide on their cleoit provider.

In France provision of elderly care is still orgset by the municipality but in one of the caseistd
there is some delegation of decision-making to llipwestablishment with budgetary autonomy [set
up by the municipality to organise elderly care ahidcare. The organisation also has not for profi
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organisations on its board and while it provideswnservices in house and employs civil servants it
also outsources some to not for profit organisatiand is considering externalisation of some elder
care services. It has also re-municipalised soméongrofit nurseries.

School catering is an example of an area whegedftéen the responsibility of the individual schiowl
decide to use municipal services or to outsourtes @ipplies in Germany, the UK and Sweden |but
not in the case study municipalities in Hungary. nidipal-owned enterprises can also make
independent decision whether or not to outsourgepne case study in Hungary cleaning
provided in house except in municipal-owned entsgsrwhere most was outsourced. In France the
decision to outsource school catering was takéimeatnunicipality level in one of the case studies.

Where municipalities tend to be small there is moaeading together of municipalities in regional
associations to commission services or to concenservices in one municipality to provide services
directly for a number of municipalities, although®ermany this attracts VAT. These collaborative
arrangements are found particularly in Hungary,n@ery, and France.

In France there are 36,000 municipalities (the Esglunit below the 101 departments and| 22
regions) and many communities of municipalities farened (the two communities for the two case
study municipalities consisted of 8 municipalitieone case and 27 in the other). The objectite |s
prevent outsourcing through mutualisation of atiiéi where economies of scale are important| but

municipalities to a private company (though undecuassion for re-municipalisation).

In Hungary there are 2,300 local governments coatpsy just over 150 in England and Wales; each
municipality has public liability, irrespective pbpulation size or economic power for a wide rapge
of assigned functions and to address this problemhbouring municipalities have established
district notary offices (where several local gowveemts team up to employ a public notary) and
formed ad hoc micro-regional associations to fetdi infrastructure development and maintenance.
One example where this proved important was inrBideare for one of the case studies as this
allowed more resources to be deployed and beteetaude made of the municipalities’ capacities
including its buildings and communal kitchen. Howgvrom 2013 there will be new micro-regional
organisations controlled by central government kmav many of the public administration functions
and indeed many municipality-employed staff willtbensferred.

The UK central government in 2008 set up a Regitmarovement Efficiency Partnership to foster
the development of shared services across LAs eTé@r also ongoing pilot projects in a selection of
municipalities, which may lead to more experimeantain organisational forms, as well as a likely
speeding up of privatisation of local governmentviees. The pilots include i) more integrated
procurement through ‘Neighbourhood-level’ and ‘W&place’ Community Budgets and ii) public
services delivery through mutual, or cooperativgaaisations. Also, the 2012 Localism Bill provides
two new rights — ‘a community right to challengeda’a community right to buy’ - that provide new
powers for local groups to express an interestawigding a service and to own local assets.

In Sweden although municipalities are relativelsgéa local transport can and often is delegated to
regional transport authorities who decide whetbetdmmission services from the public or private
bus companies, with the latter dominating the markspecially four multinational companies.

Another example of indirect procurement comes fitti case study municipality which set up a
limited company wholly owned by the municipality dadertake all procurement. Also in Sweden 84
out of the 290 municipalities have enacted the @leeice option for elder care where the user [can
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choose their provider but from a list of approveaviders selected according to a municipality dmive
commissioning process.

Hungary provides an example where a municipalityigctional responsibilities can be transferred to
new entities without the municipality retaining ickgl responsibility- as normally occurs in the
outsourcing of public services. This applies tottla@sfer, for example, of elderly care and schtmls
churches. This change has been driven by centvargment policy of providing more support when
the services are under the control of churches.arie responsibility for the municipality is to tal
back the service if the financial arrangements ghan

Source: National reports.

Procurement and the variety of organisational forms

Both direct and indirect forms of procurement mag &chieved through a variety of
organisational forms. The motivation for choiceap§anisational form depends on both the
service concerned and the specific environmentcanditions in the particular country or LA.
Most procurement involves a move away from diradblig sector employment by the LA.
However, there are some cases where civil servaaysretain their status when transferred to
work in a separate body and when working alonggrdate sector staff so the delinkage from
public sector employment status is not clear ce (3ox 10.6). It is certainly also the case that
procurement does not necessarily mean the endbditmector ownership or control. In many
cases municipalities set up or become engagedhlicsector enterprises; these may be set up
even under public law where this distinction betwgmiblic and private sector law has
meaning such that employees remain under the gpawhditions for civil servants (see
examples from France and Germany). However, mararaanly in this context wholly-owned
public enterprises are set up to circumvent comgrancurred through the special employment
status of public sector workers or civil servantgl dhe wholly-owned organisations may
operate under private law or outside specific ctile agreements.

These arrangements may be considered to be momeps of internal flexibilisation than
outsourcing but as they are on one end of the spacbf procurement outcomes they are
included here. Furthermore, these public enterpnisay only be partially publicly owned and
may involve collaborations with other not for ptofirganisations and/or with private sector
investors or organisations. Once established aparate entity a public enterprise’s borders
may be more permeable than direct public sectol@ment, particularly when this involves
a specific status for civil servants. Not only Hrere many permutations of joint public/not for
profit and private sector joint ventures (box 1G&e figure 10.2) but these configurations are
found to change considerably over time with therdegf public ownership both decreasing or
increasing within the same public enterprise. Meegpoutsourcing to a public enterprise may
later lead to new tenders where the public entegpmompetes and fails against bids from only
not for profit or private organisations (box 10.@lternatively private or not for profit
enterprise may also be taken back into public osipr

Thus outsourcing must be regarded more as a camtiriian a simple public/private choice. A
key issue in procurement is the implications fapthiced staff, whether they are required to be
transferred to the new enterprises or have thd tmghemain in employment and whether if

93



they do remain they may be vulnerable to redunddneyto the full protection as envisaged by

the Transfer of Undertaking Directive not beindgyuimplemented (see chapter 11).

Box 10.6. Employment status and procurement forms

In France the employment status of employees itigahterprises is determined under private ra
than public law and this provides opportunities faxibility for both the employers and th
employees. Private subcontractor employees maybleta bargain for higher wages than in
public sector, as occurred for example in the peivaus company and the privatised water su
company in one of the case studies.

In Germany there are a range of institutional fothmeugh which public services can be deliver
These include provision by the central administraticonversion of a municipality function

institution into a public law entity, or conversiono a private limited liability company under yaie
law, or a jointly owned entity with the privateiodependent sector as well as outsourcing to afer
or not for profit company. Within those countedemployed by municipalities only half work

central administration and 5% in separate munieipated enterprises established under public
while one third are in municipal-owned enterprieetablished under private law and 9 per cent a
private law entities outside of the municipalityt Istill controlled by it. The share employed invatte
law entities has increased but data are not availdbe to changes in recording. This proces
fragmentation has led to the term Konzern Stadplying that local government now just consists
a group of companies.

In Hungary employees in municipal-owned enterprig@espective of the size of the municipality
stake) are subject to the Labour Code and not edviey the specific civil service legal framewo
However managers are not free to bargain over payey are still controlled by LAs. In practi
most jobs inside and outside are minimum wage gabthat bargaining over pay in these munic
companies is concerned primarily with possibilittfsmproving pay over the low levels set in t
public sector. In local transport in one of theecatudies, a wholly-owned municipal company s
minority shares to a private investor in 2008 arahdferred management rights in order to ac
capital to renew the bus fleet. When this did aéetplace and the local government changed, a
company owned by the municipality was set up amdstrvice re-municipalised although vehicle ¢
maintenance remained externally provided as thdyblean since 1993.

In Sweden and the UK there is no legal differemcemployment status between public and pri
sector employees. However, while in Sweden theeesame rather minor differences related
coverage of collective agreement only, in the UKstnarivate sector employees are not covere(
any collective agreements and their employment itiongd are only subject to statutory conditig
including the minimum wage.

Source: National reports.
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Box 10.7. Public sector enterprises and joint vezgu

In France there are a wide range of different foofmgublic sector enterprises including a recentnf
(Sociétés Publiques Locales (SPL)from 2010) whichvath fully publicly owned (by at least tw
public bodies) and can be used for outsourcingawitithe need for a tender, although the employ
are treated as employed under private rather thblicdaws as is also the case with under the n
popular and long existing public enterprise thei&és d’Economie Mixte (SEM) with both publ
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and private shareholders . There are 43,600 pahtides which belong to the local government, w
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80 per cent having fewer than 20 employees.

German municipalities make extensive use of pubiiterprises and joint public/private enterprise
the vehicle through which services are provided sardi or full privatisation takes place. Chang
the share ownership of these enterprises is alsmia way of re-municipalisation although st
remain on employment contracts under private law dne covered by public sector collecti
agreements. One reason for setting up such ergespeven when remaining fully in public owners

is to allow municipalities to earn profits from mies; this was behind one case of a transfemff

direct provision of waste services to provisiorotigh a publicly-owned private limited company.

In Hungary in 2011 55% of municipalities were foundhave shares in business associations a
28% of these the municipalities had controllingemests. Such associations were found in the
studies in sectors such as water, waste managetoeal,transportation. In some cases where

nd in
case
the

municipality owned the majority of shares the mamagnt was still provided by the private segtor

partner.

In Sweden in one case study municipality a limitethpany has been set up wholly owned by
municipality to coordinate procurement of goods sevices for all the city’s administrative units.

the

Some of the case-study municipalities in the UK sadup joint ventures in order to increase control

— for example in waste collection, parking serviaed street lighting. In one municipality transéett

staff under TUPE to the joint venture also hadrtpeinsions protected which is not required un
TUPE.

Source: National reports.
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Box 10.8. Examples of not for profit involvement

In France non profit associations, as they aredajplay a role in care and educational activitied

are often heavily subsidised by the municipalith&i directly or through tax credits for users. yhe

are represented on some boards of public entiiespplied in one of the case study municipali
which had established a public enterprise to osgaoare activities.

Churches have a special status in Hungary wherg daam take on full responsibility fror
municipalities for the provision of public servic8hey are also free to set fees and in one casyg
the fees for elderly care services were signifiyaiicreased, relieving the municipality of t
responsibility for implementing an unpopular measur

In the UK pilots are under way to identify the typlegovernment support needed to boost emplo

led mutuals as part of the drive towards the bijetp where the state is only one actor in delivgri

community services. However there are no possiblErantees that employee-led mutuals wg
succeed in maintaining competitive contracts so tih@ir growth may allow a subsequent phasg
more privatisation. Furthermore one trade unioiciaff expressed the view that once externalised
municipality would ‘squeeze the contracts until ymurst’, that is without regard to the contractd
mutual status.

Source: National reports.
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Re-municipalisation and organisational form

The trend in procurement is not always towards autsng and privatisation but also away
from privatisation to re-municipalisation and awé&gpm outsourcing to in-sourcing and
reintegration. The motivations for changes are @eal below. Here we consider only the
various ways in which this can come about. Firsalbpublic sector enterprises or even units
with directly employed staff may be successfuletders or decisions may be made not to
retender but to transfer to in house units or stdicond wholly-independent organisations or
joint ventures may be brought into public ownersl@pitsourced activities may be transferred
back into in-house activities or to publicly-ownenterprises. New public enterprises may be
set up either by the municipality or in collabooatiwith other public bodies. Staff may be
transferred back into public sector employment lutsome countries they may still be
employed under private rather than public law;ame cases reintegration would improve pay
and conditions and in these contexts managementnyay limit reintegration. In other cases
this may involve either a downgrading of pay andditbons or a future freeze on conditions or
lower flexibility from employees’ perspectives irhigh case reintegration may be resisted by
employees.

Box 10.9 Examples of re-municipalisation

In France in one of the case studies there has &dekatision in principle to re-municipalise or re-

internalise both local transport and possibly watem 2014 in the first case and 2017 in the second
How this is to be achieved is still under discussio the case of local transport , pay and cooiakt
are better in the private company than in the pubéctor so that although unions and left wing
councillors are in favour of re-internalisation sowould prefer this to be done under a public
enterprise owned by the municipality $aciétes Publiques LocaleSPL) in order to maintain pay
and conditions while others would prefer a fullemmalisation. The integration may only apply|to

operatives such as conductors and not to othercesspé transport such as network and vehjcle
maintenance. In another case a proposal to renglise school catering was not pursued| as
employees were unwilling to be re-internalised ttuthe likelihood of wage freezes and other poorer
working conditions.

In the German case studies some cleaning servieeslveing re-municipalised as the cost differences
between in-house and subcontracted cleaning hadweat due to both the new minimum wage and
the lower wage group in the collective agreememtohe municipality this was achieved by the
municipality buying 100% of the shares of a puleliterprises under private law which in the 19P0s
was predominantly owned by private shareholdersv Mmployees are now classified in the new
lowest pay grade of the collective agreement (segter 9). Some cleaning is still provided directly
by the municipality. In another case the sharextér@al cleaning was reduced from 70% to 50%
under pressure from the trade union who demondtthteabsence of a cost incentive but cleaners are
now employed on the new low pay grade. In the tbase cleaning is 100% externalised and ng re-
municipalisation took place. Re-municipalisatioraiso common in waste disposal due in this case to
recognition of opportunities for greater profitatyilthrough the expansion of recycling as a busines
activity. These concerns may be offsetting wagée ssies for although there is now a new leggally
binding minimum wage for this sector it is set wadlow both the wage negotiated in the collective
agreement for private waste companies and the wargesiling for public sector employees (€8,33
compared to €11-over €13) ( chapter 10).

In one of the case studies in Hungary waste managewmas first of all organised in a municipal-
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owned enterprise but when its solvency was in dquegshis was part privatised with a French
multinational company taking 49% of the shares.sT¢twmpany then became profitable and |the
municipality took it back into public ownershipdiggy land and reinvesting profits to buy back the
shares. It also re-municipalised some other ses\dceh as parking fees to increase revenue and road
maintenance and snow clearance to improve quality.

Source: National reports.

Figure 10.2. The range of possible organisatiowaifs

Public Public Joint enterprises Outsourcing
sector| enterprises

Public| Public| Private] Public | Public/ | Public/| Public/ Non- Private

law | law | law | /Non- | Non- |Private| Private/ | Profit
profit profit Non-
Public | Private profit
law law

Public Public law
sector

Public Public law
enterprise

Private law

Non-profit [Private law
or
churches

Private [Private law
sector

10.3. Factors shaping the form and extent of extern alisation and re-
internalisation

The project’s focus on the interlinkages betweey isaues and procurement means that the
role of pay structure and levels in shaping procet decisions is one of the key themes of
this report. However, the motivation for both ertdisation and re-internalisation are often
other than those of pay, particularly in contextseve pay costs may be broadly equivalent
between the two sectors or even lower in the pubdctor, certainly after adjusting for
additional costs such as VAT and management tinableT10.1 (drawn up on the basis of
research on outsourcing by municipalities in Geryhaertainly suggests that the motivations
for and against make and buy cannot be reducedg® wost differences. However, it is also
notable that many of the factors inducing outsowy@re based on belief of access to greater
efficiency and expertise, often apparently not leackip by any detailed investigation of
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actually lower costs or greater efficiency; if thatnot delivered in reality there may be
decisions to re-internalise, provided essentidlsskiave not been lost, or at least to increase
the municipality’s share of ownership of enterpsise

Table 10.1. Reasons for make and buy decisions

Reasons for awarding contracts (buy) Reasons for providing services within the

municipality (make)

Obtain overview of potential companies and ascertareate jobs that are subject to social insurgnce

the most cost-effective provider contributions and collectively agreed pay condision

When there is an investment backlog at municip&trengthen local employment and apprenticeship
level: use of private firm with strong capital base  positions (leading to better spending power logally

High levels of efficiency expected in task fulfilme Contracts awarded to local companies as a way of
because of profit orientation and business approachpromoting local trade and industry

Benefit from nationwide experience, expertise ardexible, fast responses to public requirementsew
knowhow of private providers challenges

Fixed costs for the municipality during the termtleé Closer proximity to local residents
contract

Private company bears the staff employment risk  Take non-commercial targets into account, such as
environmental, consumer protection and soctial
standards

Risk cost calculation and contract fulfilment ahe t Direct control by the municipality — also contribstto
responsibility of the private company the city’s development

In the case of a commercially successful activity:
profits benefit the municipality and can be reirteés

Source: Adapted from Schéfer (2012: 78), cited isdBoet al. (2012: table 16).

In the following analysis we outline the main fasceéhat appear to be shaping procurement
decisions. The analysis includes pay and emploympestection (TUPE) issues but these are
covered in greater depth in chapter 11. Eleven nsats of factors were found to exert

influence in the various case studies of local autiles and specific services. These factors
both promoted and constrained outsourcing as weistsbelow.

i) Economies of scale

In many countries municipalities cooperate in thavsion of services to realise economies of
scale. This is important in the region studied ier@any due to shrinking populations but
VAT rules increase the costs thereby inhibitingssigle realisation of economies of scale. In
Hungary the small size of municipalities has led ttee formation of micro-regional
associations but these may provide services threitgler public or privatised arrangements.
In France the formation of regional groups of mipatties is perceived more as a way to
avoid than to promote privatisation by allowing émonomies of scale within the public sector
although some services are outsourced fully onglkrt

1) Accessto investment funds or reduction in debt
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Access to investment funds is another importantivaton at the local state level, even if
considered at a national level it may prove an egpe way of raising funding. In Germany
one of the incentives to set up municipal compaisde sell assets to reduce debt levels. For
example one major city has a less than 50% shareumcipal companies including only 20%
of the public utility company (including waste disal and port operations) with 80% sold to a
big energy provider; this strategy helps with fdsbt reduction, but in the long term the city
may lose out on important potential sources of imedrom profitable sectors.

Privatisations through the selling of shares wasivated in Hungary at transition by the need
for capital as well as by the ideology of the marked the need for foreign expertise. In the
UK, public-private finance initiatives have beeredghroughout the public sector including
local government to reduce the level of visible lpubector debt as well as to reduce the share
of the workforce employed in the public sector.

In contrast in Sweden and France privatisation do¢seem to be motivated by new needs for
investment or to reduce debt as the municipaliiese faced fewer budgetary problems
compared to the other three countries.

iii) Regulations and responsibilities

The ways in which municipalities are regulated amdurn their legal responsibilities have
important but varying effects. In Germany the aotog of the municipalities to decide how to
provide services has been a factor in both thesamstio outsource and to re-internalise; these
are made in relation to specific conditions and aonter a specific mandate from central
government. However, mandatory requirements on cpalities to provide services as a
consequence of national government decisions petspre on the budgets and may thereby
induce outsourcing although not necessarily instiwvice where the new pressures arise (e.g.
Germany and childcare).

In Hungary municipalities remain responsible forvgees if they outsource except when they
instead transfer responsibility to the church. Tgrigvides a major motivation for transfer as
the need for cross subsidisation of services iowen along with responsibility for quality and

adequacy.

In the UK municipalities have been given the restlmhty of deciding how major cuts in
budgets should be implemented but at the samethmeretain responsibility for services, for
example for care for the elderly. Nevertheless bseaf the budget cuts they are also reducing
the value of outsourced contracts in order to rediebt even though they are not fulfilling
obligations with respect to quality of care.

iv) Incentives/disincentives from central government

Central government may incentivise or dis-incestvioutsourcing, either intentionally or
unintentionally via unrelated regulations. In Genma/AT is payable when services are
shared by LAs, to avoid favouring municipal servgreviders; this creates disincentives to
joint municipal provision. In Hungary the centrdahte provides more resource to services
provided by the church and thus incentivises temsf
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In the UK under current and previous governmengsettare often requirements to include a
private sector organisation if a municipality isléhing for additional resources; for example all
new schools have to be academies outside of matiigigontrol and often with private sector
involvement. In France and Sweden no specific itices are provided by central government
to encourage outsourcing.

V) Public employment conditions other than pay

Avoidance of public sector employment norms andul@gns may provide an important
incentive for outsourcing or other ways of provgligervices. In France the key differences
between private and public sector employment canditare said to relate to seniority pay on
the one hand and reduced work intensity on therpthigh opportunities for short working
days and low work pressures said to compensatene sireas for low pay in the public sector
(for example waste management in one case studggr&Mow work intensity or inflexible
working hours created problems for the qualityled service there have been some examples
of externalisation, for example the swimming poobne municipality where the civil servants
were redeployed and new staff hired to improvedékevery of the service. Municipal-owned
enterprises in Hungary are subject to the privab®ur code which is said to give employers
more discretion than the public sector laws.

In Sweden pay levels are similar between in-hous# eontracted out staff but there is
evidence of higher work intensity in private sulmractors related to tighter staffing ratios and
higher case loads. Opportunities to change woensity may be a motivation for outsourcing.
However, private companies have to provide a geederlity plan as well as declare they
fully respect equal treatment law in one of theeestsidy municipalities. In the UK, local
government employees have access to much bettsiopsrthan in the private sector and also
to other more favourable conditions such as lorgdidays and better sick pay and at least
until recently a premium for working unsocial haurs

vi) Staff transfer issues

Requirements to transfer staff under TUPE and nghiess of staff to be transferred will also
impinge on outsourcing decisions. In France somsesavere found where staff were happy to
transfer as their conditions were protected ancetivere good chances of better conditions in
the private sector. More problems seem to applyrdasfer in the other direction due to
inflexible rules on how to reintegrate staff whexemost only half of their service in the
private sector is recognised.

In Hungary staff are transferred under TUPE (anthécase of transfer from a public entity if
they refuse they may be entitled to a lower sev@rgmayment) but new employers have
discretion with respect to pay and conditions tattes apart from observing minimum rates.
Also, in the UK TUPE is widely applied but strategiare used to evade TUPE for some
groups (see chapter 11).

Sweden and Germany had the strongest protection§ W&E. Both provide transferring
workers the right to refuse transfer and both mlewentitiement to redundancy compensation
in case of dismissal.

vii) Efficiency and control
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Efficiency factors are often cited for decisionsaotatsource while the desire for local control
may lead to the opposite decision. Most claimsdificiency gains appear not to be tested
against evidence in our case studies.

In Sweden the main motivation for outsourcing appéa be in opportunities to increase work

intensity. However higher workloads and /or reduqadlity of care due to lower staff to user

ratios should not be considered a real efficienain ginless there is evidence that previous
staffing ratios were unrelated to needs or demand.

In the UK involvement of the private sector hasrbégken as synonymous with access to
greater efficiency, although this notion has beepstjoned in light of several high profile
cases of public services outsourcing firms failiogleliver to an acceptable standard.

viii) Political and ideological factors

Pressure either to outsource or to refrain fronsautfcing clearly influenced the climate and
the practice with regard to outsourcing in our cstelies. In France the presumption is more
in favour of public service than outsourcing. Theseno pressure from the central state to
outsource and there are political obstacles toooutsng that is considered motivated by a
desire to reduce costs (although such outsoursingnder discussion in the case studies for
example in relation to childcare). The main focos dost reduction is internal flexibilisation
either through increased share of non civil sevamtthrough establishing public enterprises
where employees are under private law. The strafijgal commitment to public service lies
behind the current plans for re-internalisatioome of the case studies.

In Germany some municipalities have adopted a mwivemefore public ideology and have

outsourced services and sold off assets to a grestient than elsewhere but without any real
analysis of cost or efficiency repercussions. Thpdrtance of ideology or politics at the local
level is underlined by the reaction of some muralki@s post the financial crisis to reconsider
the role of the private sector and to engage imueicipalisation without any change in

national level policy.

The initial privatisation was driven in Hungary igjeology plus the need for investment funds.
The current government’s preference for reducirgitifluence of foreign companies may lead
to less externalisation although this outcome aar.

The decentralisation of the Swedish state and thatgr autonomy granted to municipalities
results in a wide range of outsourcing and procergnstrategies as each municipality is free
to chose their own way of providing services. Irearcent case of a privatised cleaning
service 60% of the evaluations of tenders for autsag were based on quality, with 40%
based on price competition. The criteria are setdh municipality.

In the UK the requirement to put work out to tendad to accept the lowest price bid (with
only minor adjustments for best value) has beetatid by central government ideology since
the 1980s but actual implementation has in paredéed upon political choice at local level.
However the current phase of massive budget cutsutaicipalities coupled with new powers
to community groups is undermining the ability ofimcipalities to maintain a significant in
house service provision.
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iX) Businessinfluence

The motivations for outsourcing are not always gparent and undue business influence and
also corruption on both sides may be suspected pfifiatisation in Hungarian municipalities
was motivated by similar considerations as in @ngovernment, to access finance and
expertise as well as to demonstrate a commitmethietonarket in the transition era. However,
the process of privatisation was less subjectdeeckcrutiny and there is widespread suspicion
of corruption in the process. These problems ofmdah are continuing under the new
government’s policy of retendering and awarding t@mis to Hungarian over foreign
companies as some have been awarded to suppoftetse agovernment or friends of
politicians. In the Hungarian case studies theszewsuspicions of improper or non open
relations associated with arrange of tenders amdatipns: in waste management in one case
study the reasons for partial private sector owmprappeared to be primarily to keep the
private sector company on side as the municip&ldged they would be a partner in other
public/private projects where investment funds wegeded, for example in building the local
swimming pool in school catering in one of the Hamgn case studies a private company won
a tender despite a declared aim to provide servichsuse and a requirement to provide food
sourced 60% locally. The winner did not meet thgseifications and an investigation into the
tender process is taking place. In the case obtlsecompany where the new fleet of buses
were not delivered there is again suspicion of uggron perhaps on both sides as the profit
margin agreed in the contract appeared too higtildav for this new investment.

The UK government is explicitly seeking to open i@ public sector, including local
government, for further opportunities for the ptevaector; as a consequence municipalities
are often required to privatise a service if applyfor central government support for capital
expenditure or other funding. This support for bess can be taken as evidence of active and
successful lobbying by the business communitytiesé opportunities.

X) Tradeunion influence

Trade union organisation may provide a motivation dutsourcing. Likewise trade unions
may put pressure on not to outsource or to re-njadise. French trade unions are active in
pushing for re-internalisation of activities andoireventing cost motivated outsourcing.

Although in Sweden pay levels tend to be similadmeen in-house and external staff the latter
are found to have lower trade union membershipiteasd to be somewhat less likely to be
covered by collective bargaining, but given thehhrgte of coverage it is not clear if these
lower ratios constitute a motivation for outsougciin the UK there are much large differences
in union involvement and in collective bargainingverage, providing a more explicit
motivation to public sector employers for outsongci

xi) Pay levelsand pay structures.

Public/ private pay differentials clearly impact ontsourcing decisions. In France, private
sector companies are unlikely to pay lower and eddenay often pay higher wages than the
public sector but they offer less in the way ofieaty enhancements. In general pay is not a
major motivator for outsourcing.
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In the case-study region for Germany, North Rhirestphalia, a prevailing wage law has been
passed in 2012 which may reduce incentives foroomtsng, along with other minimum wage
rates such as that for industrial cleaning (seepteall). In Hungary the low pay in
municipalities reduces the role of cost factorsnitucing outsourcing and externalisation. In
Sweden, the small pay differentials which may bsitpee in favour of private companies do
not provide a core motivation for outsourcing. lontast in the UK both pay and pension
provision differentials are large particularly fow skilled women’s jobs such as care work.

The list of factors may be extended if we consitierreverse procurement decision, that is to
return services in-house, or to re-municipalisesdberices and accompanying workforce. Four
factors are particularly relevant.

i) Changeto profitability/costs

Opportunities for profitability activities in reclpeg have underpinned moves to re-
municipalise waste collection in some municipadiie Germany and in Hungary

i) Control

In France the proposals for re-internalisation kmked to commitments to public service
which include the notion of public control. In Geany the fragmentation of local government
which has given rise to the term Konzern Stadtdiss resulted in a high level of transaction
costs and concerns over lack of control over tleeseplex structures and service provision
arrangements. Disillusionment with the quality aodts of privately provided services is also
fuelling decisions to reverse privatisation togethé¢h greater concerns over quality and lower
charges for residents.

iii) Fraud/failureto deliver on contract

In Hungary the re-municipalisation of the bus compavas directly linked to a failure to
deliver on investment in new buses which may haenbinked to fraud or corruption.

iv) Trade union/ employee council pressure

In France much of the pressure for reversing paa#bn is political reflecting both political
and trade union commitments to public service. Hmrethe low pay in the public sector
leads to some unions stepping back from arguingutbrintegration and instead preferring
public control but employment under private law.

In Germany the reform of the regional employeeesentative law may give greater powers to
employee councils to intervene in outsourcing deoss as these are often not based on a
detailed business case and evidence, there may dse opportunity to halt or reverse
privatisation.

In Hungary trade unions in the re-muncipalised tmspany were able to maintain their better
employment conditions and even improve upon themtdihigh levels of union membership
and willingness to take strike action. Thus chaggiay costs was either not a motivation for
or not an outcome of the change as the municipgéitse up on plans to cut fringe benefits.

From these examples of re-municipalisation it isaclthat outsourcing should not only be
considered along a spectrum of forms and degressparation between the public and private
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but also as a dynamic and potentially reversibgss as both objective conditions change
and the realities of outsourcing decisions becorarifest, for example in poor service quality
and control, high transactions costs or evidentugdion.
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11. The mutual interaction between pay and procurem  ent: causes
and consequences of local government procurement

11.1. The varying importance of pay in decisions to outsource and insource

Understanding pay patterns among workers in thdigpahd private sectors is important for

our consideration of the multiple factors influergiprocurement decisions. However, direct
comparison of pay for similar occupational groupsoas public and private sectors is only one
part of the analysis. Pay prospects are influefigedoverage of collective bargaining, which

may be uniform across public and private sectordivaded. Also, where services targeted for
procurement involve low-wage workers it is likelyat the level of the statutory minimum

wage also plays a role in determining the publiggie pay gap and this can change quickly
with developments in minimum wage policy. We cosesithese inter-related issues in this
chapter drawing on the case studies of municipalitn the five national reports.

Our preliminary analysis in chapter 3 considereel tbsults of a sample of decomposition
studies that compared public sector pay with pe\sgctor pay after controlling for individual

worker differences in education, work experiencge,asex and occupation. Table 11.1
provides an overview of these summary results agdests that a public sector pay premium
at the median wage prevails for men and womenamée and the UK and for women only in

Germany, while the analyses suggest a public squgrpenalty in Hungary and Sweden
(although in Hungary the trend has been very erratier the last decade). Of particular
interest, given our focus on the procurement dtiedly low paid local government activities

is evidence of pay gaps among the lower paid. Qlearggression studies suggest those
countries with public sector pay premiums at thaliare experience even higher premiums
among the lower paid, especially for women (altho@gmale part-timers in the UK are an

exception to this pattern for whom the public segi@mium increases with the level of pay).
In Sweden the size of wage penalty among publitosewrkers is fairly consistent along the

pay distribution while in Hungary, both sectorsddn pay the minimum wage at the bottom
but there are large pay penalties for professigralps.

In undertaking our local government case studies gquestion we were interested in was the
extent to which this portrayal of pay gaps refldctexperiences of local government
procurement. The five-country evidence is mixedlgd1.1).

In France, the case studies in fact paint a piatfikeetter conditions among private contractors
than in local government and some reluctance anenpgloyees to move back into local
government despite some political initiatives withmunicipalities to insource services.
Nevertheless the picture is complicated by the gwes of varying public-private
organisational forms and differences in public andate employment law (see chapter 10).
An example of outsourced school catering recordeibpay prospects for the catering workers
in a public-private organisation (with majority pighownership) than in the municipality, and
thus limited support for proposals to re-interrakervices. Also an example of in-house waste
services finds low pay and a compressed seniclgted pay-scale, albeit with some trade-
offs with working hours and work effort. Also, whaibne case study municipality had made the
decision to re-internalise local transport servitiesre is ongoing disagreement about the
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organisational form in part because of the diffiguin ensuring the new public-private
company would be able to maintain the relativelpageus pay conditions set by the private
company.

The situation in France is further complicated Ipparent penalties associated with the re-
municipalisation of services and workers. Firsgoumrced workers lose private sector fringe
benefits (such as healthcare and other benefitstiaggd by the Works Council of the private
sector company). Second, employees lose at ledigshba accumulated seniority entitliements,
which results in their missing out on seniorityateld pay rises until their experience in the
local government organisation has caught up withrtprotected position in the pay scale
(Audier et al. 2012, national report). This is antcal reason why in many examples of
proposed insourcing, employees (and unions) froe tdrget private sector company are
reluctant.

Table 11.1. Comparing decomposition results (chraplewith case-study evidence on the
public sector pay premium

France Yes Yes (larger for No No (some examples
women) of resistance to
insourcing)
Germany Yes for women only Yes (large for | Yes (although the gap Yes
women, small for has reduced)
men)
Hungary No (penalty since  No (both sectors pay No No
2007, but premium  minimum wage but
during 2002-6) higher low pay
incidence in public
sector)
Sweden No No (similar sized No No
penalty at all wage
levels)
UK Yes Yes (larger for Yes Yes
women)

Source: *tables 3.2 and 3.4 (chapter 3); **Natiomgdorts.

In Germany, the local government case studies géyeaccord with the general pattern of
public-private sector pay differences with lowey pdfered by private sector providers of local
government services. However, the pattern is cmgngpidly following the introduction of a
new low pay grade in the collective agreement (lydoase rates of €8.87 and €8.62 for West
and East Germany, 2012) with the explicit purpo$eseeking to reduce incentives to
outsource; although it is surprising that no eviadumanalysis has been undertaken, neither in
preparation for the introduction of this new lowypgrade nor subsequently. When combined
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with the introduction of a patchwork of sector mmim wages, these institutional changes
have weakened the strength of pay differences dsvar for procurement decisions. Four
sector minimum wages are especially relevant far amalysis — those set in the sectors of
elderly care, commercial cleaning, waste servicgstamporary agencies.

The public-private gap in minimum pay is now vemited for cleaning and care services in
West Germany, at just 5 cents and 12 cents per, hegpectively. However, the gap remains
relatively wide for waste services in West Germéaygap of 54c per hour) and for all three
services in East Germany (figure 11.1).

Figure 11.1. Varying statutory and collectively agd wage floors affecting public
procurement in Germany, 2012

Germany

€9.00

€8.50 -

€8.00 -

€7.50 -

€7.00 -

€6.50 |-

Source: pay data from Bosch et al. (2012, Natiosabrt).

The negligible pay differential for provision ofeening services is one reason why some
municipalities have taken cleaning activities baokhouse, although under alternative
organisational forms (see chapter 10). For exampie German case-study municipality
bought up 100% of the shares of the privately-owoentractor company and another case
study municipality (under pressure from Ver.di) akimced the public-private provision of
cleaning from 30%-70% to 50%-50%. Both case studyimpalities recruited new cleaning
staff onto grade 1 of the collective pay agreemé&he picture for waste services provision is
curious, since despite a very low sector minimumgevahe evidence from collective
agreements suggests workers earn considerably tharethe minimum: municipal waste
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service workers are usually employed on pay gra@18.80 up to €13.60, western Germany)
and private sector workers in firms covered by ¢bkective agreement for the private waste
disposal sector are paid at least €11.00 per heastérn Germany). There is thus a close
correspondence between base rates set in the papimement and the private sector
agreement, which to some extent closes down thieimosntives for procurement. However,
what we do not know is what share of waste semiakers in the private sector work in firms
outside the sector collective agreement and wharesdre paid the statutory minimum wage of
€8.33 for the sector. The case study data revaatttimpanies outside the collective agreement
provide less generous bonuses, pensions and angditif employment protection. A further
dampening pressure on conditions (as well as plgsib low sector minimum wage) derives
from the very low minimum for temporary agenciesiei supply workers in this (and other)
sectors (Weinkopf, personal communication).

The dual change in pay patterns, uplifted in thivgbe sector and downgraded in local

government may be the explanation for the findifigaorecent survey of works councils

representatives in North Rhine Westphalia that @18#med the new lower pay rate had not
influenced either outsourcing or insourcing decisi¢Schmidt et al. 2011, cited in Bosch et al.
2012, national report). Despite the reduced ratpagffor low-skill jobs such as cleaning and
catering in municipalities, union and works counmpresentatives interviewed for this

research believed further efficiency increases @dnd needed to prevent further outsourcing
or to provide an incentive for insourcing. In preet this would mean cleaning larger areas in
shorter periods of time —that is, work intensifioatand reduced pay (Bosch et al. 2012: 14,
national report).

In Hungary, the pay gaps revealed by the local gouent case studies also accord with the
general analyses of econometric decomposition esudihe financial precariousness of many
municipalities has dampened local government painduhe austerity crisis and acts as an
incentive for employees (and unions) to acceptsteas to the private or third sector. For
example, at the larger of the two case-study mpalities, elderly care workers accepted the
outsourcing to a church organisation following aiqu of ‘grave financial problems’ within
the municipality and the revoking of a raft of slgspentary wage benefits (Berki et al. 2012,
national report).

However, while basic pay may be higher in privaszter contractors delivering local

government services in Hungary, overall employnwamiditions are more vulnerable due to a
switch in legal employment status from public tovate sector. In practice, this means that
coverage of the legal system of wage tariffs setiouhe public sector pay arrangement is
replaced by the thin protection associated withlthleour Code, limited to application of the

two statutory national minimum wages (a standadiskilled minimum wage). The case-study
evidence reveals that the dual statutory minimungewvatructure sets a commonly used
benchmark for wage-setting in the low-income |dezdi In the smaller of the two case-study
municipalities the perception among interviewees tiat ‘everyone is on the minimum wage’
regardless of whether they worked for the munidipab municipal-owned company or a

private sector or third sector (eg. church) sub@mtdr. This meant only one wage differential
was significant — that distinguishing workers ore thtandard minimum wage from those
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employed in jobs that fit with requirements forkilled minimum wage (a differential of 22%
in 2010).

Unlike France or Sweden, further protection througgilective bargaining coverage for
outsourced workers in Hungary is limited. There megertheless exceptions. For example, in
one of the case studies bus drivers were coverethéy abour Code, as employees of a
municipal-owned bus company, but also enjoyed thmeption of a company collective
agreement that sets basic pay with a small sepisupplement (less than 1% of hourly pay for
each year's service, but nevertheless considesggndicant union achievement), along with
various pay supplements including a bonus basd@kets sold, an annual wage premium (of
approximately HUF200,000, equivalent to around §78@d overtime pay (based on a 300-
hour quota per employee). Also, in the above mastiocase of the transfer of elderly care
services to a church organisation, the church asgdon agreed to retain the previously
negotiated system of bonuses and other benefitdudiimg re-introducing some wage
supplements that had been cancelled by the muhtgigeecause of financial difficulties)
(Berki et al. 2012, national report).

Sweden’s relatively inclusive system of industriglations means that pay differences do not
appear to be a strong driver of outsourcing andurgng decisions in local government. High
collective bargaining coverage, strong union meitiprand a convergence of trends in wage-
setting in both public and private sectors (‘negfetil decentralisation’, see chapter 6) mean
that outsourcing and insourcing decisions are raitvated by differences in pay and industrial
relations (Anxo and Ericson 2012, national repdtross the mix of in-house and outsourced
local government services explored in two caseystndnicipalities, public and private sector
collective agreements exist for all five areasrofestigated services (public transport, school
catering, cleaning, waste services and elderly)carel the sector agreement for school
catering and cleaning is in fact integrated for lpuland private sector organisations.
Moreover, the minimum annual wage rises in 2012ewary similar across the public and
private sector agreements. For example, the pablitor agreement for elderly care specified a
wage guarantee of SEK607 per employee and thetprsextor agreement specified SEK 655
(op. cit.: table 15).

In the UK, the divided industrial relations modettWween strong collective bargaining
coverage for public sector workers and weak coweffag private sector workers means that
workers in private sector contractors deliveringegely care, cleaning and school catering
services are paid at, or only slightly above, tia¢usory national minimum wage. At first sight
the national collective agreement for local goveeninwould appear to set a wage that is
increasingly competitive with private sector comipan- the collectively agreed base rate has
been frozen at £6.30 during 2009-2012 while théonat minimum wage has increased from
£5.80 to £6.19 over this period; the gap in mininmates has thus shrunk from 9% to 2%.

However, the case studies of six UK municipalitiegeal evidence of local interventions to
improve pay for the lowest paid in five of six cas&hese interventions respond to varying
combinations of political, managerial and unionerests to address problems of poverty
among the local population (particularly by intrethg a ‘living wage’), to improve staff
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retention (followed up by detailed evaluations ¢ impact), to compensate for work
intensification and as an incentive to transfeatoew simplified pay banding structure. It is
notable that they conflict with the highly ideologi central government policy which has
called for a revision of public sector pay to beeomore market facing’, implying a reduction
in pay among low paid public sector workers. Themef the local government evidence
suggests wages for the lowest paid is pushing o dikections — towards a reducing public
sector premium as a result of a failure of theamati agreement to win pay rises and yet a
widening gap with the private sector following lbéevel collective agreements. The overall
effect on the role of pay differences in influergciprocurement would thus appear to be
neutral.

11.2. Specific protections in procurement: TUPE and social clauses

While pay and the dual wage-setting institutions collective bargaining and statutory
minimum wages can exert a strong influence on pesoent decisions, other institutions and
practices provide for the harmonisation and pratacof workers’ conditions in the specific
circumstances of procurement of public services amely, TUPE (the Transfer of
Undertakings Protection of Employment) and soci@ugses in procurement. We assess
evidence of their influence on procurement agaawiltg on the local government case studies
for the five countries.

Protection of terms and conditions for workers $farring from one provider organisation to
another as contracts for local government sernvitesmge hands varies across countries. The
case-study findings illuminate these difference=e (&ble 11.2). Two countries find evidence
of managers and unions referring to a specific mimn time period for the protection of
transferred employment conditions, including memted a 12-month rule in Sweden and 15
months in France. A further difference is the calggtof transferring employees to exercise
the right to remain with the municipality (as ineoexample of transferring cleaners at one of
the Swedish municipalities), albeit typically fagirthe options of redeployment or early
retirement since the job has been outsourced.

In France, in one case of school catering publatoseemployees were transferred to a joint
venture public enterprise and had their employnaet pay protected. When this organisation
lost the contract they were further transferred farivate company with continuing protection
and guarantees that they would not be moved tchangiart of the company. Evidence from
another case study shows that the application @i@ment protection legislation sometimes
has to be fought for. When the contract for locahsport (buses and trams) passed to a new
private sector company, the transferring workfonees aware that the company had a prior
reputation of seeking to avoid its responsibildyhbnour protected terms and conditions and in
defence mounted a successful strike to win pratector the entire six-year period of the
contract, far more than the stipulated 15 monthsgl{ér et al. 2012, national report).

In Hungary public sector employees may turn downdffer of a job in a privatised concern
but if they do so will receive a lower severancgrpant than they would otherwise be entitled
to. Other employees have no option but to accept tthnsfer. After transfer, the new
management has more scope for changing pay andtioosdut in one case-study example of
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transferred employees to the church the new emplbogs agreed to maintain the same
conditions for now (although largely this involvesintaining minimum wage conditions). In
the case of staff transferred to the church, tha daggest they were willing to transfer as they
had worries that the municipality would become Iment and not pay their wages.

Table 11.2. Case-study evidence of practical appbn of TUPE in local government

outsourcing and insourcing

Application of TUPE in practice

Formal (legal) or
informal use of a

minimum period of

post-transfer
protection?

Other issues?

France New employer must maintain terms Yes - 15 months Insourcing means
and conditions of employment as workers lose half their
specified both in the collective accumulated length of
agreement and in customary service and thgrefore
. ) . typically experience
p.ractllces; prote_ctlon against frozen pay for several
dismissal at point of transfer years; also, no automati
entitlement to civil
service status
Germany  New employer must maintain terms Yes — 12 months Transferees have the
and conditions of employment as right to refuse transfer
specified in the collective agreement; within a period of one
protection against dismissal at point month. The employee
of transfer remains employed with
the transferor, who neec
a justified reason for
dismissal
Hungary New employer must maintain terms No Transferees can exercis
and conditions of employment as the right to refuse
specified in the wage tariff system; transfer from '
protection against dismissal at point municipality but receive
a lower value severance
of transfer payment
Sweden New employer must maintain terms Yes — 12 months Transferees can exercis
and conditions of employment as the right to remain with
specified in the collective agreement; the municipality
protection against dismissal at point (re_deploymen'g and early
retirement options)
of transfer
UK New employer must maintain terms No Strong use of
and conditions of employment as ‘fragmentation of
specified in the collective agreement; services’ by municipality
protection against dismissal at point employers to evade
TUPE
of transfer

Source: Five national reports.
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Municipalities in the UK were taking steps to evatie application of TUPE regulations
particularly in areas where there was a wide gapaiy and conditions between in-house and
private sector staff. Strategies used includedr¢loeganisation or ‘fragmentation’ (as referred
to in the legal cases) of the services outsoursagdduce the possibility of identifying specific
staff with the outsourced service. Recent legatsdmve decided that TUPE does not apply to
the outsourcing of public services that are newdiit sip by geographical area in a tender
exercise.

As we outlined in Part Il of this report, the ptiae of including a social clause in the
procurement of public services — such as presgibiminimum rate of pay, a full pay-scale,
promotion of gender equality or the hiring of peoplith disabilities — is a controversial topic.
Among our five countries, Germany appears to becthetry where the forms of institutional
experimentation appear to be greatest, althougtr atbuntries, including Sweden and the UK,
also provide interesting examples. The issue is ledevant in France, arguably, since
extension of collective agreements provides a fional equivalent’ (Schulten 2012). The
case studies also reveal variation in roles andndoof social dialogue in procurement
practices, an issue we explore further in chager 1

In Germany, there are varying practices acrosditfierent regions and within regions over
time. In North Rhine Westphalia, where the casdistuwere undertaken, the introduction of a
pay clause in procurement legislation was firstoidticed in 2002 during a period when around
half of German regions introduced similar legisafi largely with respect to public
construction and public transport although with evichg coverage of services activities
(Schulten 2012). It was then abolished in 2006ofelhg a change in political control (from
Red-Green to CDU/FDP) and in response to the esfilan evaluation that were used by the
new government to argue that the prevailing wagehad not been effective at meeting its
objectives. The 2008 Ruffert judgement (see Pdytchapter 7) against the pay clause in
Lower Saxony procurement law led to revisions anadlitons of pay clauses. Subsequently,
during 2010 and 2011 a new wave of regions passgidiation on pay clauses, including its
re-introduction in North Rhine Westphalia (op. )cifThe main issues of the new prevailing
wage law are that private providers which carry quiblic orders need to follow the
collectively agreed pay rates for their sectorhiéyt are extended by AENtG. Providers from
other sectors have to pay at least €8.62 per lwotiret employees involved in carrying out the
public order (not to all employees). This refertegoto the lowest hourly pay rate, not to the
full pay-scale and not to other working conditioiibe overall very complex law also refers to
some other more general issues such as compliamicd MD-norms (e.g. avoidance of child
labour), gender equality and environmental protecti

In Sweden, one of the two case studies illustrates of social clauses in the tenders for
cleaning services. All private sector subcontracteith more than 25 employees are required
to provide a gender equality plan and to respeiciples of equal treatment, including a
formal declaration that the employer fully respetis Swedish law on discrimination (Anxo
and Ericson 2012, national report).
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12. The role, resilience and effectiveness of socia | dialogue in local
government

The European Commission defines social dialoguenasmpassing both the bipartite and the
tripartite processes between social partners ardelka social partners and government
(Whether national governments or, at European Jelel European CommissiotY)While the

aim of these processes is to reach agreements éetthe social actors, the term ‘social
dialogue’ also refers to the complex set of relahip, consultation, and exchange between
them. Embracing this definition in analysing resbadlata across the national cases considered
means paying attention to different sets of refetiop and procedures: the collective
bargaining process, as well as other forms of pogsagreements between employers and
trade unions; the formal and informal processesafsultation and information exchange
between social partners; the evolution of particutestitutional configurations and legal
frameworks that influence the negotiation procesaed the direct role of (national and local)
governments as public sector employer. These fclifier across the five national cases and
are strongly contingent on national embedded i@adt institutional arrangements and legal
frameworks. The five countries considered for theearch include systems characterized by a
resilient tradition of social dialogue (Germany &wleden), countries with a preponderant role
of the state (France and Hungary) and a countrly svihybrid mix of regulatory mechanisms
and procedures (the UK).

National configurations and processes establistbhtlumdaries within which local actors may
exercise social dialogue at the level of the mupailily. Although the role of national
government has been more proactive during the mtysteisis in most of the national cases
considered it does not always correspond to chamgéise direction of a more centralised
system of setting pay and working conditions. Tikie €ountries considered differ with respect
to the level of autonomy given to local level mupadity social partners and to the regulatory
instruments they can use to influence local pagrd@nhation. However research findings show
that local level social dialogue is present to@atgr or lesser extent in all case studies, whether
as negotiations between local government emplogeis workers’ representatives or as
formal/informal consultations between local actors.

12.1. Social dialogue in local pay determination: n  egotiation versus consultation

in municipalities

Among the five countries, Sweden and the UK prouite strongest opportunities for local
level engagement and negotiations between unicth&i@ployers in local government. In both
countries, local government employees are coveked Inational collective agreement that
provides scope for further negotiations at the lldeael. In Sweden, negotiations on wage
increases are carried out locally but subject éodbnstraint imposed in the national agreement
of a minimum increase in the overall pay bill andéoguaranteed individual pay rise (see
chapter 9). In the UK, local managers and uniomesgntatives have wide discretion to change

'8t is important to note that the European socétmers adopt a narrower notion of social dialogessidering
it only their bipartite, autonomous work. They mefto use the notion of tripartite concertationpifblic
authorities get involved.
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conditions of employment including pay (through jgkading decisions), sickness scheme,
overtime pay and unsocial hours premiums.

In the other countries, there are no negotiationbasic pay at local level since this is entirely
regulated either by a national collective agreeni&ermany) or by national level legislation
(France and Hungary). However, in both France aadany national level provisions have
recently introduced the possibility for local agtdio carry out negotiations on integrative
elements of pay. In France local level negotiatimtsis on bonus and premiums as well as on
compensation for civil servants, while in Germarggatiations are in principle undertaken
with respect to performance-related pay. The pdagitof engaging in local bargaining
suggests a shift towards greater flexibility andeptially enhances the role of social dialogue
at decentralised levels. In Germany, this flexipijoes hand with hand with the introduction
of more responsibilities for the employees’ cousitiiat are in charge of negotiating matters
not covered by the national collective agreement.

Hungary is the country where social dialogue aaliéevel is weakest. Decentralised collective
agreements, in fact, are possible for public sereimployees, as well as for municipal-owned
companies that follow the same rules and procecdhfréee private sector. However, even here
meaningful collective bargaining is rare due toited management autonomy; unions are
rarely able to achieve more than the mandatorymim. Furthermore, reforms have further
limited collective bargaining in publicly-owned cpamnies with the consequence that wages in
state and local government employers may not devietm the statutory amount that is
defined by law. Also the new Labour Code (2012) tehiced trade unions’ influence at the
workplace since it has granted works councils the&sjwility to conclude collective agreements
(although not on pay) if no union is present. Disghese obstacles, the case-study research
highlights that in one of the two towns investighteegotiations did occur in public utility
companies where trade unions had a strong preséntee other municipality where union
strength was lower, no collective bargaining tod&cp and neither was there evidence of
social dialogue among civil servants although #ve inakes it possible.

The presence of established rules and mechanisusirdluences the extent to which local
actors engage in consultation processes. In sauatres, ‘institutionalised’ channels of
consultation exist - as in Germany where, besidedatermination rights, works councils have
the right to establish a business committee toudsanatters such as the commercial and
financial situation, planned investments, partni@sshwith private entities, rationalisation
plans, the introduction of new working and managanmeethods. In France, unions also
participate in consultative committees that pl&es role in fixing rules governing employees’
careers. Such consultation mechanisms may have@act on workers’ pay depending on the
trade union bargaining power within the specificabauthority. Consultation and negotiation
between municipality employers and unions is alsela@ively widespread practice in the UK,
and indeed local level bargaining is required imdeorto implement the single status
(harmonisation) agreement that was negotiatedtainzd level. Nevertheless, the case studies
revealed instances of a failure, or avoidance,oofas dialogue at local level, including two
cases where managers imposed mass dismissal andagement of their workforces.
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Hence, while in Sweden and Germany, social dialdgagebeen favoured by the presence of a
rooted tradition and institutionalised procedureshe UK, France and especially Hungary, the
occurrence of social dialogue — in the form of attadions and negotiations - has been far

more dependent on the relative strength (and efeestrategy) of the trade unions.

Table 12.1. Local level social dialogue in locavgonment

| UK Germany ~ Sweden  Hungary France
Negotiation versus Negotiations on pay| Negotiations on Negotiations on | Negotiations Negotiations on
consultation in pay | and grading, performance- pay increases | only possible in | bonus and
determination sickness scheme, | related pay (subject to the local premiums, on
overtime, unsocial | cg-determination | nNational government the number of
hours premiums, rights and guarantees) owned employees
among others membership of companies and | eligible for
Consultation business for public promotions
through informal committees service Consultation on
procedures employees rules governing
employees’
careers
Strength of social From weak to Strong, depending Strong, Weak, due to From weak to
dialogue at local strong, depending | on depending on high strong,
level on union strength | institutionalised institutionalised | centralization depending on
and employer procedure procedure and limited union strength

orientation autonomy of and employer
some actors orientation
Examples of fair Improved pay for Limited, unable to| Effective local Limited, some Improved

and unfair lowest paid prevent pay bargaining | positive pay bonuses and
outcomes workers/ flexible downgrading of | and job stability | bargaining and | supplements
redeployment pay in low skill job protection that especially
policies; unable to | jobs benefit lowest
prevent reduced pay paid
premiums,
downsizing and
collective
dismissals/re-
engagement
Effectiveness of Low Low High Low Medium
union engagement | Consulted over Seek to limit Argue for same | Unions not a Mixed aims
in procurement transfer process, but outsourcing but | terms and major actor depending on
unable to win limited evidence | conditions for influencing the | the particular
application of to date ; continued transferred form or case of public-
TUPE, or insert pay| process of employees, frequency of private
as a social clause. | levelling down in | limiting procurement differences in
Some positive many services outsourcing pay and

outcomes over
redeployment
within
municipalities

conditions and
the municipality
budget
conditions.

12.2. The strength of social dialogue and delivery of ‘fair outcomes’

The case-study findings suggest that the presehaestitutional configurations facilitating
social dialogue is not a sufficient condition fbetdelivery of ‘fair’ outcomes, which we define
in terms of a balance between job stability, sust@ilevels of real wage income and exercise
of worker voice. There are two inter-related issues
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First, strong national institutional arrangementsyrdeliver an unfair settlement — such as the
new low pay job grade in Germany or the failurdhef UK’s national agreement to grant the
£250 low pay supplement that was awarded to akrogiublic sector groups of workers. In
Germany, unions at national level agreed a redyagdgrade for jobs requiring low skill
despite their apparent concern for decent payenptiiblic services. They did so mainly with
the aim of retaining employment within municipalgi since lower pay, in principle, reduces
the risk of outsourcing low-skilled activities. Hewer, the case studies suggest it has not
significantly diminished the pace of outsourcingcls that the net result is continued job
instability combined with reduced real wage incdoreworkers in low-skill jobs.

Also, while the case-study data are relatively akgt the implementation of performance
related pay as provided for in national framewagkeaments does not appear to have achieved
its expected outcomes both in terms of the pospinaspects for local social dialogue and the
managerial goals of increased motivation. For exampthe German municipalities, in most
cases, employee councils are critical of the |ddkamsparency in the distribution of bonuses,
the risks for pay equity and the intensificationwadrk at a time when workloads are already
high due to staff shortages. Moreover, in practice,budget available for performance-related
bonuses is typically distributed evenly, therebykimg@ limited difference to individuals’ total
pay.

Second, the delivery of ‘fair outcomes’ is contingaipon union strength and strategies
pursued by unions and employers within the spetfial context. The evidence for Hungary
is illustrative. Social dialogue between local lewactors in one of the municipalities
investigated was able to preserve employees’ paynglthe crisis and in the face of austerity
budget measures; workers in the public utility camps of Town B benefited from stronger
unions that managed to preserve the level of pdyhan-wage elements of compensation.

Much depends on what may be called the ‘politicaixpnity’ of relationship between local
employers and trade unions. Where this is presental dialogue may be more able to achieve
a better balance between local authority policiesed at guaranteeing budgetary stability at
the local level and conditions of employment of theal workforce. In both France and the
UK, for example, social partners paid particulaemtion to the lowest paid employees as a
result of municipality employers’ sensitivity toveds the socio-economic conditions of the
local workforce and trade union strength and cdedepay equity strategy. In one of the two
French municipalities, the employer and unions edji@ reform to harmonize and simplify the
system of bonuses and premiums with the aim of ptmg transparency and equity. In this
case, social dialogue occurred within a commiti@mmosed by the political members of the
municipality, human resource managers and employepsesentatives. As a result of the
negotiations, the total annual wage bill for thevdést paid increased by around 12%.

The UK data also highlight the occurrence of gneptditical proximity between unions and
local employers, resulting in the uprating of loatas of pay in four out of five municipalities,
despite stringent cuts to local authorities’ budd®t central government and a freezing of pay
imposed in the national pay agreement. Employerasons chimed with those presented by
unions — a need to address local poverty, the eedt a standard for other local employers
and the need to compensate for the greater workleidwing downsizing. In two
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municipalities, social dialogue resulted in an agrent to pay the living wage to the lowest
paid (some 6 or 7 pay points higher than the natitrase rate of pay). At one of these
municipalities the data revealed the dedicatiorpaitners to social dialogue to make this
happen — it required several rounds of negotiatiimmswin the collaboration of school

governing bodies (since schools have autonomy twar budgets), as well as successive
negotiations with the changing political constitagmf the municipality as it changed political

leadership following a local election.

12.3. Unions’ engagement in procurement decisions

The strategies pursued by trade unions have beatially relevant in shaping municipalities’
decisions on procurement. Although unions generahpress a preference for in-house
provision of local government services, their atsi@t local level are variable, depending on
the circumstances.

In Germany, trade unions opposed the outsourcingnohicipality work because it was
expected to lead to a generalised worsening of wgrkonditions. Unions called for more
transparent cost-benefit analyses, training of mmepresentatives in the economic issues and
better focused codetermination through provisiontiafely information on procurement
decisions. The above mentioned business commitieeg;h include employee council
members, allow employee councils to stay informetha planning phase about investments,
planned procurement contracts and outsourcing atplthem to be involved in the decision-
making process. Furthermore, according to a ret@mtonly companies that comply with
current collective agreements or respect a setnmim wage are entitled to receive public
contracts. In one municipality, unions were ablenftuence managers in such a way as to limit
outsourcing and even to re-municipalise some di&syi despite local politicians’ calls for a
further increase of external contracting. This oate was achieved by demonstrating that in-
house service was cheaper (partly through the Lifgeeaew low pay grade). The paradox is
that the pay and conditions of newly recruited veoskto the municipality has worsened. In
another municipality, by contrast, no efforts haeen made to bring cleaning services back in-
house, despite the same application of the lowgpagte.

In the other countries, union strategy has focusea greater extent on the conditions of pay
and employment protection of transferred employa#iser than on the procurement decision
itself. Trade unions’ engagement in social dialogutbin local authorities has been able either
to maintain equal working conditions for transferemployees (Sweden and Hungary) or to
negotiate some improvements with respect to whstaigd in the contract of transfer (the UK).
In Sweden, the high coverage of collective agregspemmbined with increased tendency to
local wage formation, has entailed some convergehegage formation in public and private
workplaces. In Hungary, the limited examples ofiaglodialogue nevertheless suggest that
collective agreements can protect pay and workiogditions for transferred employees -
including the retention of seniority pay, overtipremiums and other working-time conditions.
At one municipality, unions negotiated with a clhuorganisation to retain the same terms and
conditions of pay and employment in its new collectagreement and also agreed the
reintroduction of particular benefits that had beancelled by the municipality. Unions and
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works councils also consulted with municipalitiegeo redundancies, something that was
contrary to the general practice.

In the UK, unions have been strong advocates ofH&IRd have also campaigned in favour of
further protection for new joiners to contractongmnies. The Code of Practice on Workforce
Matters in Local Authority Service Contracts (abbkd by the government in 2011) was
issued in 2003 in response to trade union campagesevidence of two tiers of employment
conditions in private sector firms providing outsmed local government services. The code
established that TUPE ought to be applied unlessmional reasons made it impossible and
that service providers ought to offer employmennéov recruits on terms and conditions that
were ‘no less favourable’ than those of transferrethployees. In practice, the
operationalisation of the code, which was not lggbinding, required its incorporation into
local collective agreements between subcontractdruaion (and local government agreement
in its role as purchaser). However, local authesithave scarcely applied the code; neither
have they sought to apply it indirectly by writingsocial clause into procurement contracts.

The UK case studies of local government reveal iiestances of social dialogue that has
effectively ensured improved (or sustained) pay emttitions for transferring workers. In one
unusual case, the union maintained the qualityerfspns (not covered by TUPE) for staff
transferring to a public-private joint venture famaste collection services. More generally,
however, unions have been unable to prevent thei@vaf TUPE rules by employer practices
of fragmenting services for contracting (see chapis.

France is a contrasting case. Here, unions appmedrate adopted a pragmatic approach
towards procurement. At one municipality the employwas keen to re-municipalise some of
the outsourced services. However, better collecdy®ements in the private sector contractor
companies had over time resulted in more generas gnd employment conditions.
Therefore, unions have to date been reluctant &h gor re-internalisation (eg. in local
transport, water supply and waste water), sincestearing workers risk losing important
fringe benefits. Furthermore, unions fear that tWersening budgetary situation of
municipalities would not support future improvensent pay and conditions. These particular
circumstances explain why unions in one case ssugported a private company over the city
council’s Société d’Economie Mixte in provision £¢hool catering since pay for the private
company employees was about 10% higher than the wagquivalent employees in the
municipality; the private company also committestit to maintain all the current employment
and pay conditions and to avoid transferring emgésyto another unit of the company outside
the municipality. Unions were also consulted oneaislon to reintegrate local transport, but
again opposed the proposal since they feared a&gsanf progressive harmonization with the
much less favourable employment and pay conditiddnise local authority employees.

12.4. Social dialogue under austerity

Social dialogue is a vital institutional tool to nze economic decisions and especially so
during periods of restructuring and austerity. Dgrithe 1990s, many European countries
negotiated tripartite ‘social pacts’ in responsa teecognised need to adjust wage expectations
in the new context of European monetary integratieading to several studies arguing for the
economic and political benefits of negotiated wagstraint in a context of strict monetary
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policies (eg. Hassel 2006). In exchange for wag&amt, trade unions were able to secure the
maintenance of employment levels and economic tmests It would appear that these

lessons have been to some extent forgotten duhiegptesent ongoing period of austerity.

While at first the 2008 financial crisis led to anceleration of social dialogue, the actual
outcomes in terms of agreements have been scalcennrealised after the use of conflict on

the side of trade unions (Rychly 2009). Furthermavbere tripartite agreements have been
signed, they have often had a quite limited scéfyenian 2010). Also bipartite social dialogue

is facing a period of increasing difficulties wit#tm escalation of industrial conflicts in many

European countries and a much reduced ability adnsnto protect public sector employees

from job cuts and pay cuts.

At the country level, industrial relations has #&ifto the centre as national governments have
imposed unilateral pay reforms and placed sigmiticanstraints on local level social dialogue,
even when, as in the case of the UK, the governregpbuses a new doctrine of ‘localism’.
Nevertheless, our case studies of municipalitiegest there are spaces for social dialogue,
which may be interpreted as local forms of ‘legdimon’ (after O’'Conner 1973) as local actors
seek to modify the unfair consequences of austeriposed on public sector workers to pay
for a bailout of failing banks. The analysis ofalé&r the five countries shows that institutional
arrangements as well as legal, cultural and palitmonditions, are still very relevant in
influencing the processes of social dialogue allézvel as well as the extent to which social
partners have been able to achieve formal agresmaedtfair outcomes.

Overall, the analysis of case-study data suggdsts the role of social actors acquires a
stronger relevance in achieving fair outcomes urdetain conditions — presence of formal
local negotiation, trade union strength, orientatdd the municipality employer and ‘political
proximity’ of unions and employer. The simultanequesence of these factors has resulted in
several examples of local level social dialogué thdased on a genuine concern for pay and
employment conditions, which explains some of theamventional strategies of actors
involved.
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13. Conclusions: Lessons for policy and practice

The public sector is at the eye of the currentalistorm in Europe. The current crisis is
exacerbating longer term pressures to reform pugaator pay and employment practices and
to redefine boundaries between public and privatéos employment through more extensive
use of public procurement rather than direct dejiv&his investigation of public sector pay
and procurement in five EU member states is thezefimely as it provides much needed
detailed evidence on actual pay and procurememtegies and practices to inform the
continuing debate on the role of the public setdroth the labour market and the fiscal crisis.

One of the most important findings from this studythe extent of diversity across Europe
among public sectors in respect of pay and procen¢rpractices, such that there cannot be
any general notion that the current debt crisislican should be solved through squeezing
public sector privileges through reforms to paypasmotion of outsourcing. It is far from the
case that public sector employees are universalyl waid or that outsourcing would
necessarily reduce costs to the public purse. Wbests advantages appear high, these may
reflect opportunities for low pay in the privatecg® rather than excessive pay in the public
sector. These differences between member stateshiic sector pay and procurement are in
addition to large member state differences in tiveent availability of vital public services and
pressures on their delivery. Both these factorgesigthat any public sector reforms must take
into account the actual situation within a partcutountry and not become a general mantra
for fiscal consolidation.

A second major finding is that social dialogue ag@ments are proving to be relatively weak
in the face of major budget cuts and a determinatibthe state to enforce changes to wage
systems. This means that public sector employeesparticularly at risk from unilateral
changes to their pay and employment contract eitiede by employers acting on behalf of
the state or by direct state interventions desidoedeet fiscal targets. These changes are often
not informed by any assessment that current atgéuels of pay and conditions are too high
and may bypass explicit commitments to social djaéo in the form of either collective
bargaining or consultations.

Public sector employees face particular problenth tie state’s exercise of its powerful role
as an employer when either they have very spesiiits that are not usually demanded in the
private sector (for example in health or educatmmyhen this power is exercised, as now, at a
time of general turndown in the economy. Socialagjae has only tended to remain strong, for
example in Sweden, where there is less pressungublic sector budgets than in the other
countries considered here. However, Sweden als@uasmnates the importance of strong social
dialogue backed by regulations for pay transparemchaping pay outcomes rather than the
method of pay setting per se. Thus the move toiddalised pay in Sweden has not resulted
in widening wage inequality as might be expecteckenehsocial dialogue or transparency
regulations are weaker. However, even in the camikgxtreme budget cuts and bypassing of
normal consultations and bargaining, public seatanagers were found to be aware of the
need to find ways to engage the remaining stathendelivery of vital public services often
with lower staffing ratios; our study of municigeds found examples of various strategies
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being used to modify major cutbacks in pay or emmplent including some local pay
arrangements or even the use of outsourcing tbtéeihigher pay.

A third major finding is that the public sectormemarily an area of women’s employment and
that cuts to pay and conditions are likely to iasethe gender pay gap and stall any progress
towards gender equality. There is a wide varietpay systems and pay levels in the public
sector in Europe. Not all public sector employeesveell paid, some are relatively low paid
and may even face a pay penalty for working in plic sector, particularly the higher
skilled. Women tend to have a higher premium forkivay in the public sector than men but
this premium disappears if women’s public sectoripdor example compared to men’s pay in
the private sector; in short the premium reflectsn@n’s poor position in the private sector,
which is likely to reflect gender pay discriminatias most studies in most countries still find
evidence of unexplained gender pay differencesqodatly within the private sector where
gender pay gaps tend to be larger.

While the lower skilled and women in particular b&nfrom the public sector setting higher or

at least equal minimum pay standards to the prisatéor, higher skilled professionals may be
at risk of lower or negative premiums. This paticly applies to professionals in eastern
European countries, including Hungary, where very pay for the feminised professions in

education and health is evident. Whether or notphbklic sector can be considered to be
offering fair pay or to be under or overpaying é@siployees depends both on the specific
institutional and labour market context and mudtetanto account the extent of pay

inequalities within the labour market as a whole.

Another issue affecting equalities within the paldector and between the public and private
sector is the increasing use of non standard emyay contracts within the public sector, a
practice which tends also to be increasing the kenshare of employment. This applies
particularly where the growth is in part-time wolkit also where it is employment on a
temporary contract basis and/or on a non civiliserbasis to evade employment restrictions
and/or to enable payment at lower rates. The stgm€e of this internal flexibilisation of
employment and employment status varies between baerstates and the legal and
institutional context in which the public sectoreogtes. However, not only is this an important
phenomenon driving internal differentiation in tpeblic sector but it is also part of the
spectrum of strategies available to public sectanagers from delivery based on direct
internal standard employment at one end to delileryugh fully outsourced activities at the
other, and is thus an important part of the pay pmadurement interactions with which this
study was concerned.

The final major finding of the study is in fact trevealed complexity of procurement decisions
by municipalities in the five country cases. Thigggests that the issues are much more
complex than simply a dichotomous make or buy ahdietween outsourcing or retaining
services in-house. There are many opportunitiegtwden for varieties of public/private
partnerships, joint enterprises or even for whollyred public enterprises set up on a different
legal basis than the direct public service whiclerofarious advantages in the form of pay or
employment opportunities or opportunities for ptevanvestment or management.
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Not only are there these intermediate options betvaepure make or buy solution but also the
decisions may and are being reversed so that tivement is not all in one direction in at least
some member states. Where there are distinct wagfeadvantages the pressures tend to be
stronger but the more important factor is the gangolitical climate at both local and central
levels shaping outsourcing pressures. Where thare ideological commitment to outsourcing
it may still take place but more for efficiencyexibility or investment reasons - although even
here the benefits are not fully subject to scrutamg there is limited evidence that detailed or
strong business cases are developed prior to desidsd outsource or that social dialogue
institutions are involved in assessing and scrsitigi decisions.

Insourcing may also take place against a range@mditons — for example where wage cost
advantages narrow or disappear, where there abtepne of service delivery, where expected
additional benefits of the contract fail to matese, where the economic case for outsourcing
changes, or where the political climate changes. data show that outsourcing may be used
both to raise pay where public sector pay is r&sig and to reduce pay.

We also found major variations across the five toes with respect to three constraints on
outsourcing. First of all Sweden and Germany arkimgamuch more extensive use of social
clauses with many Lander in Germany developing qleg wage laws since 2010. The
extension of collective agreements provides a fanat equivalent in France but in the UK
and Hungary the use of such clauses is questianedtacompatible with EU law. The second
type of constraint relates to the application c¢ TIUPE regulations; there are considerable
differences between countries with again Sweden@ewany providing the strongest rights
for staff under pressure to transfer, while murattges in the UK are taking action to evade
TUPE transfers. Finally in some countries - notaBlance and Germany - there is an
emerging willingness to reinternalise services wbatsourcing failed to deliver or there are
now opportunities for profitable operations withihe public sector. The willingness to
reinternalise could be considered the most effedioym of monitoring of external providers.
All these three examples suggest the need for deragion of more extensive and innovative
policies to ensure that procurement works in therasts of the wider society including users,
employees and taxpayers.

Policy lessons

From these key findings we can identify some lesgon policy which are particularly needed
in these turbulent times when the public sector hasome a political football at the
international and national level. Indeed the fastl most important general lesson is to avoid
generalisations and to recognise the diversity asfddions in the public sector and within
groups within the public sector. The second anal \ésson is that the public sector is not only
part of public accounts but also a vital delivesépublic services and consideration needs to
be given to the terms and conditions on which sted¢femployed to deliver such services and
not simply to budget targets. The third generaddesis that outsourcing does not always save
costs and that there needs to be better scrutidynaonitoring of outsourcing decisions,
including the real likelihood of reinternalisatidinproviders fail to deliver or circumstances
change. Beyond these three general implicationshiorfindings there are some more specific
issues that need to inform public sector reforntsdrape public policy.
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The first is to recognise that not all public sestpay positive pay premiums and even if they
appear to do so not all public sector workers reardg benefit. Furthermore higher pay may

be justifiable when it reflects higher skilled wadrkthe public sector on average compared to
the private sector or when it offsets wage disaration in the private sector against some
groups such as women. At a minimum this must meaeiaking a proper assessment before
pay changes which takes into account skills, resipdities and compares pay levels to a

gender neutral definition of fair pay for particul@b grades (comparable male pay in the
private sector or an average of female and malerpthe private sector).

Public sector workers are traditionally viewed ast@cted but at a time when governments are
implementing fiscal consolidation programmes thewynbe particularly vulnerable to
monopsonistic employer power. Social dialogue maly act as a counterbalance in the good
times and may not be able to modify the power ofegoments to prioritise fiscal concerns
over the needs of service users and the righthefetnployees. Consideration needs to be
given to reinforcing rights to social dialogue legulations enforceable through the courts.

Better scrutiny of outsourcing decisions needs @oiriroduced involving social dialogue
systems to ensure a proper business case exists.nkore importantly there needs to be more
effective monitoring of the actual delivery aftentsourcing and this should be under the
auspices of social dialogue as some services meg ttebe re-internalised and outsourcing
should not be considered a one way process. Oneofvpgeventing outsourcing to external
organisations without the capacity to deliver ssgsiof an appropriate quality would be to
allow for stronger social clauses within tendersluding requirements for quality human
resource practices. The right to do this under BW heeds clarifying - and if necessary
changes to EU competition law passed to allow,elcample, calls for tenders to insist on
appropriate pay and grading, training and staffawgls as a minimum condition in tenders.

Public sector pay and procurement needs to be denesi within the wider context of
appropriate pay systems and minimum employmentatas. Attention thus needs to be paid
to minimum wage levels prevailing in the privatetse to ensure these provide reasonable
levels of remuneration and to ensure that outsogris not encouraged simply in response to
cyclical adjustments in minimum wage rates. It atable that the public sector in Sweden is
not regarded as an area of highly privileged teemd conditions in part because decent
minimum standards across a wide range of employmiemtnsions are also set and observed
in the private sector. In these difficult times feurope and when there are pressures on
employment standards in the private sector it ipartant to ensure that fiscal consolidation
pressures do not lead to a downwards vicious spikéth the public sector being increasingly
asked to match declining employment standardsa itmard pressed and increasingly
deregulated private sector.
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Appendix table Al. Evidence of public-private seatfjusted pay gaps from econometric decomposéialyses

France Germany

Sweden

Brindusa et al.

ECHP 1994-2001, 12

+15% PS premium (F), +8% PS premium (F), -

+9% PS premium (F),

(2011) countries (see table 6) | +17% (M) 9% (M) 0 (M)
Lucifora & National surveys 1998 | +6% PS premium at -- -- - +7% at median
Meurs (2006)  (decomposition includes| median

regional controls) (table
2, figure 3)

+10% D1 declining to
+3% D9 (F)

+18% D1 declining to
0% D9 (F)

+7% D1 declining to -

+10% D1 declining to - 1% D9 (M)
4% D9 (M)
Hamori and National wage survey -- -- -5% PS penalty -- --
Koll6 (2012) data 1986, 1989, 1992- (2010); significant
2010 swings over time from
premium of >+10% in
2004-6 and penalty of
-15-20% in late 1990s
Among low educated,
42% low pay
incidence in PS and
38% in private sector
Dickson etal. = ECHP 1994-2001, 5 +4% PS premium (raw gap-12% PS penalty (raw -- -- --
(2010) countries +13%); +14% PS premium gap +5%); small

for low-educated workers; premium for workers
small PS premium initially with 16-34 years

falls with experience to experience (inverted U-
zero at 13 years then rises shape premium)
(U-shaped)

Giardano et al.
(2011)

EU-SILC 2004-7, 10
countries

+7% PS premium (F), +19% PS premium (F), --
+4% premium (M); 3% premium (M);

+15% D1 declining to zero +45% D1declining to -
(not significant) D9 (F) 5% D9 (F)

+10% declining to -7% D9 +22% D1 declining to -
(M) 19% D9 (M)

+7% high educated F, +8%+26% low ed F, +19
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low educated M

medium and high ed F

Tepe et al. Luxembourg Income Significant PS premium  Significant PS -- No significant PS --
(20127?) Study 1994-6, 2004-5 | (F), small significant premium (F), no premium (M, F);
penalty (M); significant gap (M); Similar PS penalty
Moderate decline in PS  Strong decline in PS at all wage points
premium to zero at P75 to premium from D1 to (F, M)
penalty D9 (F); zero D9 (F)
No significant gap except Strong decline in PS
penalty at D9 premium at D1 to zero
at D5 to penalty D9
(M)
Ponthieux & ECHP 2000, 10 countries (raw gap 26% F) (raw gap +21% F) (raw gap +18% F)

Meurs (2005)

(raw gap 13% M)

(raw gap +12% M)

(raw gap +2% M)

Notes: PS = public sector.
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