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EXECUTIVE SUMMARY

During the post-2010 austerity crisis in the UKyvgmment public sector reforms have

targeted pay and procurement policy in a two-sieléalt to correct what are perceived to be
imbalances in the wage structure of the UK’s migednomy and to open up public services
delivery to greater market competition through mereensive procurement policy. These

reforms raise a variety of questions for analysi@ present a number of practical challenges
that may hinder the effective functioning of pubdiector labour markets, impede or reverse
efforts to improve equity in pay and employment amdiermine longstanding processes of
social dialogue.

This report has two broad objectives:

1. to present a detailed review of the UK governmeapproach to public sector pay
and procurement against the backdrop of previot@ms and the polarisation of
employment relations in the public and private ces;t

2. to assess the consequences of austerity measuredd$ppay and procurement from
the perspectives of managers and trade unions,irdgaan an original investigation
of local government during 2011-2012.

Public sector pay reforms during the crisis

Pay reforms are at the centre of the UK governmseptst-2010 austerity measures. It
imposed a two-year pay freeze and announced aefutio years of a 1% cap on pay rises.
Implementation is not straightforward because wnlkher European countries the UK has
multiple forms of pay determination for public smctworkers that are not all directly
controlled by central government and this fragmigona makes coordination difficult.
However, to date the policy has been implement&dively consistently through collective
bargaining (for local government workers for exag)plas well as ‘quasi-collective
bargaining’ (pay review bodies for workers in theahh sector, school teachers and doctors
and dentists among others). Nevertheless, thegfagnts have been controversial, generating
a number of tensions in policy debates and amongnanand employers, including the
following.

* The two-year pay freeze was accompanied by a gmenh recommendation to
award £250 to workers earning less than £21,00Bt{ffiee, pro rata), but this was not
extended to local government where the incidendeveipay is high.

* Government claims that public sector pay far outggarivate sector pay growth prior
to 2010 are contradicted by the earnings data.

» The pay policy is one feature of a government drigelevel down so-called
‘privileged’ conditions of public sector employmeibut the public sector pay
premium reflects a higher skill/qualification congtcon, pay discrimination in the
private sector, differential age-earnings profildgferential access to bonuses and
company share schemes and a very high incidencanitdteral employer pay
determination in the private sector compared totjaiage-setting in the public sector.

* Ongoing policy efforts to scrap national pay sysamfavour of local methods have
not been informed by the lessons from similar aptsnm the 1980s and 1990s which
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largely failed for good reasons. The public septy premium over the private sector,
especially for low paid female part-time workersntinues to drive policy discourse
about the need to make public sector wage-settioge rmarket-facing’ at the local
level.

Using procurement to shrink the public sector and r educe wages

Procurement of public services from the private aollintary sectors is long established in
the UK and has been promoted for its presumed lierief innovation, modernisation, value
for money and collaborative partnerships. Transtdrom of the employment relationship is
at the heart of procurement practice since manykeerare transferred from the public to the
private/voluntary sectors and a growing proportdrworkers delivering public services are
employed in the profit-making private sector. Ches{p pay, pensions and other conditions
reflect the wide public-private gaps for many warkke groups. Also, job security is
compromised by recurrent contracting and changengloyer.

Labour market regulations modify and smooth thengiteon experienced by workers
outsourced to the private sector to some extenttHase rules are relatively weak and, since
2010, have been weakened further: employment dssinggotection now applies only after
two years service; TUPE regulations that proterhseand conditions at the point of transfer
from one employer to another are under an ongargw; the ‘two-tier code’ that provided
for extension of collective agreements in the Mmeaéctor to subcontractors has been
abolished; and rises in the national minimum wagebalow inflation.

Worsening pay inequalities

Private sector pay in the UK is characterised Ilghéi levels of gender pay discrimination
(according to multivariate decomposition analyses),higher incidence of low-wage

employment (32% compared to 12% in the public sgcémd greater wage inequality

between high and low paid. Consequently, governmeforms to make the public sector
more ‘market-facing’ can be expected to inject mafréhese characteristics into the structure
of public sector pay. The impact will be especialiyadvantageous for women:

» at the median level, female full-timers and femadet-timers in the public sector both
earn more than 40% than in the private sector;

» the pay structure for female part-timers in theljgutector is similar to that of female
full-timers in the private sector while female pamers in the private sector are
mostly low paid (64% earn less than two thirds efdan pay for all workers);

* among personal service occupations, women workntheé public sector whether
full-time or part-time are far less likely to bewlgaid than comparable jobs in the
private sector;

» outsourcing of elementary occupations (e.g. cleprservices) has had a clear
depressing effect on the pay of women employedublip sector part-time jobs,
leading to a narrowing of the gap with private eegiay where the practice is to pay
at or just above the national minimum wage.

New evidence from local government



The specific UK context is one of major budget dat$ocal government (2011-12 was the
first of four years of planned cuts of a cumula®@% in real revenue), limited autonomy to
raise additional revenues through local taxatiogpde a new policy rhetoric of ‘localism’,
heightened demand for local government servicesaasonsequence of increases in
unemployment, poverty and homelessness, uneveonagdistribution of spending cuts
(with greater spending cuts imposed on more depriwealities) and rapid downsizing of the
local government workforce (a 7% cut during 2011).

Interrogation of original data from a survey of #ixal authorities in the north and south of
England addresses three key questions:

1.
2.

3.

What types of downsizing practices were used tasadp recent budget cuts?

Did employers seek to legitimate job cuts and meay cuts with compensating
measures?

Are there any brakes on outsourcing?

» What downsizing practices were used?

Job cuts ranged from 6% to 30% of the workforceosxrithe six local authorities,
measured over the 2010-2012 period. A mix of pcastiwere used: two local
authorities had formal or informal agreements toi@vcompulsory redundancies;
redeployment of remaining employees was a well ldgeel human resource practice
in four authorities; and pay protection for thosendted ranged from six months to 3
years.

Amidst the uncertainty and instability of downsgjirtwo local authorities took the
radical step of dismissing all remaining employeaesrder to re-engage them onto a
new employment contract with worse terms and cardit (abolished pay premiums
for weekend work at one organisation and a payatuhe other). Unions organised
strikes and other protests at both local authagrised managers and unions face
considerable challenges to rebuild processes falsdialogue.

» Did local employers impose the national pay freeze?

The response to the government imposed pay freamedvamong the six local
authorities. A key finding is that unions and enyel in five of the six organisations
negotiated an additional local increase for thedsivyaid:

0 two organisations paid the £250 low pay supplentespite its rejection by
the national employers’ association;

o four organisations set the minimum rate signifibaritigher than the rate
negotiated in the national pay agreement (the sigbet a ‘living wage’, 14%
higher than the national base rate of pay, in dartefo alleviate poverty
among the local population);

0 two organisations used performance-related payewfour organisations
awarded seniority pay increments (although arowifithe workforce were at
the top of their pay band and therefore receivegayorise);



o all six organisations adapted one or more of thtemnally agreed conditions
for pay premiums for unsocial and overtime workimgurs in an effort to
simplify and save money.

> Are there any brakes on outsourcing?

A focus on four service activities — waste servjadsaning, elderly care and school
catering — suggest spending cuts have encouragedl dathorities to continue their

efforts to adapt their approach to commissioningyises. Savings have been made
both by sharing contracts with neighbouring locatharities and by renegotiating

contracts with suppliers (including the reductiondontract spend on elderly care
services from £30 million to £22 million at one &authority). Waste services and
elderly care have been mostly outsourced for maegrsy across local government,
while provision of cleaning and school cateringvemrs is mixed. Despite national

policy initiatives there was only one example efeav approach to outsourcing, which
was a joint venture for waste services, streetilghand parking services.

Local authority procurement has been frequentlyigihesl to avoid existing labour
market protections. Despite managers recognisiag TRNPE rules (which provide
some protection of terms and conditions of tramgfgrworkers outsourced to a new
subcontractor) offer both advantages and disadgasidhere is widespread use of the
practice of ‘fragmenting’ services contracts (byogephy, by contractor, or over
periods of time). This practice avoids the legaplegability of TUPE since it is
difficult to identify which employees were previdysassigned to which activity.
However, the local authority carries a large riskhigh redundancy costs if they are
unable to redeploy remaining staff. Social claumesrarely used in procurement due
to a fear this would contravene rules against ‘nomimercial considerations’.

Lessons for research, policy and practice

UK austerity measures have targeted local govertrnedgets. The consequences can be
expected to include cuts in services for the ejdend vulnerable and levelling down of pay
and job opportunities especially for women and leage workers. The research evidence

draws four main lessons.

1. The national collective agreement is at risk ofrigsits role in coordinating
pay rises unless unions and employers reversedteiaration of basic pay
and improve the margin between the lowest rate ayf @and the national
minimum wage in recognition of the success of sémeal deals to improve
wages for the lowest paid (payment of the £250 umpent and/or higher
basic rates).

2. The range of local responses to austerity — boiitige (supplements for low-
wage workers) and negative (dismissals and pay etighlights the need for



improved understanding of the variety of local fast that influence
approaches towards adjustment and restructuring.

Rules governing outsourcing and employment praiactneed to be
strengthened so as to reduce the unfair laboutipeaaf fragmenting services
to maximise the labour cost savings of outsourtiniipe private sector.

. The targeting of UK austerity measures on localegoment needs to be
halted in order to protect the quality of servigesvision, which is being
undermined by an increasing emphasis by local aitigg®on saving costs by

reducing pay and employment conditions and reducomjract expenditures.



Introduction

During the post-2010 austerity crisis in the UKyvgmment public sector reforms have
targeted pay and procurement policy in a two-sieléalt to correct what are perceived to be
imbalances in the wage structure of the UK’s migednomy and to open up public services
delivery to greater market competition through éreind more extensive procurement policy.
These reforms raise a variety of questions for yamsl as well as challenges for the
functioning of public sector labour markets andtfa role of trade unions.

This report presents a detailed review of the gawent’s current approach to public sector
pay and procurement against the backdrop of thectagple of decades of reforms and an
appreciation of the distinctiveness of employmetétions in the public sector as compared
to the private sector. Part one seeks in partictdbatunderstand the implications of a
government imposed pay freeze in the context dlatively fragmented and uncoordinated
model of wage-setting. It also explores the coodsgi that drive, and result from, the
outsourcing of public services in light of a posation of employment relations and pay
conditions across public and private sectors anhmwgvage workers in particular.

Part two investigates these same issues in greeth through case studies of local
government. Drawing on case-survey data of six|l@cahorities it considers three key
guestions concerning the implementation of locapomses to spending cuts and outcomes
for pay and employment conditions:

) what were the practices used to downsize workers?;

i) did local authorities implement the nationally inspd pay freeze and what
other changes were made to pay?; and

iii) how has austerity impacted on local authorities’prapches towards
outsourcing local services?

A final conclusion section identifies the lessoosgolicy and practice.



Part One: The UK model of public sector pay and pro  curement

1. Pay reforms during the crisis: Problems with the government’s approach

An important feature of the government’s austemiyasures was the unilateral imposition of
a two-year pay freeze for public sector workersr{stg early 2011 for most workers),

followed by a 1% cap on pay rises for a further tyemars during 2013-2015. Central

government argues the policy is necessary to rheewider goal of eliminating the structural

deficit and ‘to share the burden’ with private seaworkers who experienced pay cuts, job
losses and pension restrictions during the 2008 266ession. However, it has faced wide-
ranging criticisms:

» the chief secretary of the Trade Union Confedenatvarns of ‘a permanent deep cut’
in living standards of public sector workers anaa®rdinating strikes and work-to-
rule actions among an increasingly unified groupuilic sector unions;

* high inflation of 4.6% in 2010 and 5.2% in 2011 leas real wages significantly and
the associated damage to the image and reputdtithe @ublic sector is blamed by
the CIPD (the UK’s national association for HR msdionals) for its poor
performance in recruitment and retention in a 28Urxey;

» private sector pay deals, especially in the finageetor, have bounced back since
2010 leading to claims, even by the Governor of Ba@k of England, that public
sector workers are unfairly shouldering the cost oécession caused by bankers - he
told the Treasury Select Committee in 2011 thabe price of this financial crisis is
being borne by people who absolutely did not caluseNow is the period when the
cost is being paid, I'm surprised that the degffggublic anger has not been greater
than it has?

While the four-year programme to reduce real wageble public sector has been designed
and implemented by the Conservative-led coalitiomegnment, elected in May 2010, pay
policy had already come under scrutiny under thené&s New Labour government in the

knowledge that bank bailouts would require theingjrin of public spending. In late 2009,

the Labour government warned of problems of a toeltof excess’ among some higher paid
groups such as senior civil servants, judges actbda Ignoring the recommendations of the
independent body responsible for setting their fthg Senior Salary Pay Review Body), it

imposed a pay freeze in 2010-11 to be followedvny years of a 1% cap on basic pay rises.
The pay deal over three years was estimated aintleeto generate a £3.4 billion savihg.

This policy of a nominal pay freeze was picked yph®e incoming coalition government and
applied across all areas of the public sectondar years from 2011-12. For local government
workers the policy was especially difficult sindeey had already had their pay frozen the

twww.guardian.co.uk/business/2011/mar/01/mervyn-btames-banks-cuts (accessedP&012).
2 Available from Hansard’s written  ministerial  statents for 24  March 2010,
www.publications.parliament.uk/pa/cm/cmtodaptwms/archive/100324.htm#hddr_15.
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previous year, resulting in three successive yearsay freeze. The one exception to the
freeze was the recommendation that a small fixetiansupplement of ‘at least £250’ be
awarded to the lowest paid, defined as having dnfialiaime earnings less than £21,000,
and paid pro rata to part-time workers. Notablywéweer, the low pay supplement excluded
local government workers following a controveraad rather clumsy ruling by government
(made after the pay announcements) that they wetedmectly employed by central
government.

This example is illustrative of the challenges government faces in imposing a uniform
policy of pay restraint (with a token measure @jitimacy) on a framework of wage-setting
that is fragmented across multiple arenas. The ahiwage-setting bodies means that the
government’s policy of imposed wage restraint hagpriactice been experienced in slightly
different forms across the different parts of theblge sector. While all groups have been
subject to a two-year pay freeze (three years ¢allgovernment), the two key features of
differentiation are:

» Different starting points of pay freeze;
» Different agreements on payment of a low-wage smppht

Table 1.1 contains the summary details for eachevsgting group. We examine this
framework in detail in Section 2.

1.1. Three problems with the government’s approach

Several features of the government’s approach tsmawblic sector pay can be questioned,
but three stand out as resting on rather flimsyigogb evidence. First, government claims

pay restraint is necessary in part because pragtor pay was more adversely affected by
the 2008-9 recession. This is not true for theiahiphase during 2008. During 2009, an

estimate of the penalty suffered by the privatetsgedepends on whether or not bonus
payments are excluded or included; the large fafirivate sector earnings growth during the
first quarter of 2009 was the result of a collapsbonus payments — the public-private gap
considering earnings without bonus payments is lemdluring 2009. Moreover, the rate of

earnings growth in the public sector was below didhe private sector for most of the three
years prior to 2008 (figure 1.1).

A second problem with the government’s approachatdsy public sector pay concerns the
lack of strong empirical support for the performesgmhancing effects (in the labour market
or otherwise) associated with a shift to a decésé@d "market-facing” model of pay
determination. In 2010, the government asked fayrrpview bodies (NHS, teachers, prisons
and senior salaries review bodies) to consider twomake their pay structures more ‘market-
facing’ at a local level, including collecting data the factors used by the private sector in
setting local pay and conditions and researchimglelel of disparity between public and
private sector pay. It set out its position asoiol:

‘The Government argues that differentials betwednlipand private sector wages
vary considerably between local labour markets #imd has the potential to hurt
private sector businesses that need to competehigtter public sector wages, lead



Table 1.1. Main public sector pay agreements (niioa@ 10,000 employees covered) during 2010, 2012842 (ranked by workforce size

covered)

Name of agreement

No. of employees

Unions

Special supplement for
lowest paid?

M ulti-year
pay deal

(current

stage)

L ocal gover nment 1,400,000 Unison, Unite, GMB April 2010 Freeze -- --
NJC (England & April 2011 | Freeze No -
Wales) -
April 2012 Freeze No --
NHS Pay Review 1,220,616 (FTE) GMB, NIPSA, April 2010 2.25% £420 flat rate for lowest | 3 years (3)
Body RCM, RCN, pay bands
UCATT, Unison, - -
: son April 2011 Freeze £250 for earnings of 2 years (1)
Unite, USDAW
April 2012 Freeze £21,000 or below 2 years (2)
School teachers 482,000 ATL, NAHT, Sept 2010 2.3% -- 3 years (3)
(England and Wales) ’I;‘ﬁ_?ug’:/_; I\LIJL(J:-,F’-\C Sept 2011 Freeze £250 for earnings of -
Universities 387,430 UCU, EIS, GMB, | August 2010 | 0.4% - -
Unison, Unite August 2011 | £150 (0.5% for starting lecturer | No --
grade)
L ocal gover nment 220,000 Unison, Unite, GMB April 2010 0.65% -- 3 years (1)
(Scotland) April 2011 Freeze No 3 years (2)
April 2012 Freeze No 3 years (3)
NHS doctors & 202,817 April 2010 1% registrars & junior doctors, freeze- --
dentists consultants, GPs
April 2011 Freeze No 2 years (1)
April 2012 Freeze No 2 years (2)
Armed Forces 175,000 None April 2010 2% -- --
April 2011 Freeze £250 for earnings £21,00Q --
April 2012 Freeze or below -




~

Greater London 160,000 GMB, Unison, Unite April 2010 Freeze -- --
provincial council Apri 2011 | Freeze No -
April 2012 Freeze No --
Police Negotiating 151,500 (England Sept 2010 2.55% - 3 years (3)
Board Wales, Scotland
’ ’ Sept 2011
Northern Ireland) ep
Police Staff Council 71,000 Unison, Unite, GMB Sept 2010 2.6% -- 3-year deal (1
(England & Wales) Sept 2011
Department for 104,000 PCS, Prospect, FDAJuly 2010 Freeze 2.2%-3% 2 years (1)
Work & Pensions July 2011 Freeze (E400-£540 for <£21000) | 2 years (2)
HM Revenue and 75,500 PCS, ARC June 2010 1% basic award; 2.4% increase fof -- 3-year deal (3)
Customs staff in post
June 2011 Freeze £250 for earnings up to| --
£21,000
June 2012 Freeze --
Police Staff Council 71,000 Unison, Unite and | September 2.58% 2.58% 3-year deal (3
(England&Wales) the GMB 2010
School teachers 51,650 EIS, SSTA, PAT, April 2010 2.4% -- 3 years (3)
(Scotland) NASUWT April 2011 Freeze No 2-year deal (!
Fire Brigades 53,000 FBU, NAFO July 2010 Freeze --
July 2011 Freeze No
Further Education 50,000 UCU, ATL, Unison,| August 2011 | Flat rate rises of £125-£309 £30%faff on bottom | --
Colleges (England) ACM, GMB, Unite pay rate (2.2%), £200 for
earnings below £21,000
and £125 for earnings
above £21,000
Ministry of Defence 43,500 PCS, Prospect, FDAAugust 2010 | 3.7% - 3-year deal (3
(staff) August 2011 | Freeze £250 for earnings up to| 2 years (1)
£21,000
Local authority craft | 40,000 AEEU, GMB, Unite,| April 2010 Freeze No
and associated UCATT April 2011 | Freeze No
employees INC
Prison Service 34,354 Prison Officers’ April 2010 1% on max of pay scales --
(Officer/support Association, Prison | apil 2011 Freeze £250 for earnings up to
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grades, England & Governors’ April 2012 Freeze £21,000
Wales) Association, PSTUS
Ministry of Justice 26,849 FTE FDA, PCS, ProspectAugust 2010 | 1.9% basic award; 3.4% increase for 4 years (4)
staff in post (4th year of 4-year deal
August 2011 | Freeze £250 up to £21,000 and --

pay progression for low

pay bands
Home Office 23,000 FDA, ISA, PCS, July 2010 Basic pay freeze £250 for staff earning

Prospect £21,000 and below

M etropolitan police 19,391 Prospect, Unite, PGSAugust 2010 | 2.6% -- 3-year deal (3
staff and FDA August 2011 | Freeze £250 for earnings up to| --

£21,000
Further Education 13,800 UCU, ATL, Unite, | August 2010 | 2.3% -- --
Colleges (Wales) GMB, Unison, ACM | gept 2011 Freeze £250 for earnings up to| --

£21,000

Source: IDS Pay Reports and ‘The LRD Pay Survegt@¢ber 2011); own compilation; see appendix 1 tbebsmaller agreements.
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Figure 1.1. Rates of pay growth in the public andate sectors, 2005-2012

10

Public
Private

8 1
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Note: Average weekly earnings
Source: ONS (own compilation).

to unfair variations in public sector service qugland reduce the number of jobs that
the public sector can support for any given leviebpenditure®

The approach can be interpreted as a repeat ofi388s and 1990s when the former
Conservative government lay the foundations foallagzage-setting. It did so then not only
by pushing for the abandonment of national agreésndout also, and perhaps more
importantly, by establishing the foundations fareav devolved decision-making governance
structure (Cutler and Waine 1994). This includesglriight of centrally controlled hospitals to

apply for self-governing ‘Trust’ status (since 1994chools to apply for ‘grant-maintained

status’ and the splitting up of civil service depants in 1988 and rebranding into almost
100 ‘Executive Agencies’. All new organisationalustures were granted the autonomy to
implement local pay structures and conduct local Ipargaining. Nevertheless, despite the
radical scope of these reforms national pay arnawegés proved surprisingly resilient in local

government, health and education. Only the ciuiVise structures were collapsed: already
by 1995, 36 agencies conducted local pay negatisiémd half had introduced new local pay
and grading structures (Elliott 1995).

An important question for today’s government isréfme how and why did national pay
arrangements withstand the government pressuréitots local pay determination. Past

3 As stated in the government’s ‘Call for evidencehmw to make pay more market-facing in local arfeas
certain groups of public sector workers’ (Office of Manpower Economics,
www.ome.uk.com/Article/Detail.aspx?ArticleUid=1fb88f-71c7-4619-bfof-79353b89925e).

* The largest bargaining unit is the Department afrkVand Pensions (DWP) covering 104,000 staff it120
and overall around three in four civil servants kvor the four largest departments (DWP, HM Reveand
Customs, Ministry of Defence and the Home officeg table 1.6).
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analyses suggest good reasons for a rethinkingroémt political pressures to disintegrate or
erode national arrangements. They can be summaasstadlows:

« Stability of national arrangements — risk of ‘arfgfoof local pay bargaining (Buchan
1992) versus ‘comfort factor’ of national levelpapach;

» Character of professional groups fits a nationg@ragch — including the importance
of national labour markets for professional growgrel national systems of skill
formation (Bach and Winchester 1994);

» Difficult to operationalise local pay — includinggh resource costs and limited
expertise (Corby 1992, IRS 1993, Thornley et a0®0

* Countervailing power of unions is strong — undemputh by high trade union density
and a strong political profile (Bach and Winchest@94, 2003);

* Mid-1990s austerity policies — including evidenbattthe freeze of the public sector
paybill restrained innovations towards local payig@haw 2000).

Nevertheless, it is important to recognise develem® in local wage-setting in local
government, education and health in three formscallpay supplements to national rates;
outsourcing of low-skilled groups to private firtigt paid local pay rates; and local pay for
a new grade of nurse assistant introduced in 1@8@nshaw 1997). One might describe the
trend as a form of ‘institutional layering’ (Strd&eeand Thelen 2005) whereby new features
were introduced with the objective over time of glapting the old system, in this case the
national pay arrangements.

During the period from the late 1990s to 2010, haavethe layering of new forms was to a
partial extent reversed under the New Labour gawent. The new national framework for
the health service restricted possibilities foralogay supplements. A ‘two-tier code’ agreed
between unions, government and employers providese for the collective negotiation of
extended national terms and conditions to outsalwagkers in local government and health
sectors. And the new grade of nurse assistant neaggorated into the national framework
for all NHS workers (Grimshaw 2009).

However, pockets of local pay determination reméiaad even expanded. Privatisation of
prisons meant increasing shares of operationdl atafocal pay outside of the public sector
pay review body (Sachdev 2004). Privatisation o€dar the elderly (residential care homes
and domiciliary care) led to a massive shift oludl sector workforce to the private sector -
out of the national framework for pay bargaininglacal government and into an almost
completely non-unionised environment of local paeitisg (Rubery et al. 2011). And while

the two-tier code was followed up in the healtht@eby a positive ‘Joint Statement’ (agreed
by the unions, employers and contractors) thabéskees precisely how the national ‘Agenda
for Change’ pay agreement ought to be extendedgucbh commitment was made for local
government where workers employed by private sematractors do not enjoy the benefits
of a quasi-extended national agreement (see below).

A further lesson from past analyses is that paycamdlitions have worsened as a direct result
of local wage-setting. Prison officers in privatgaisons have lower basic pay, longer hours,
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less favourable overtime and annual leave andgessrous pensions than their public sector
counterparts (Sachdev 2004A survey of the elderly care sector finds the agerminimum
pay rate for care workers in local authority doiracy care providers is one third higher than
in the private sector (Rubery et al. 2011: 143; Seetion 3). Also, studies of outsourcing of
low-skill workers show that the new model of conifp@h erodes pay and conditions in both
public and private sectors (Escott and Whitfiel®3,9Szymanski 1996). A key finding from
these studies is that variation in local pay tylbycdoes not reflect differences in local labour
market conditions, such as unemployment rates.

A third related problem of the government’s applos&x public sector pay is shaped by its
ideological ambition to level down what are peregivas ‘privileged’ conditions of
employment. Government and the popular media haagenof the apparent wage premium
earned by workers in the public sector. In 2011diare gross hourly earnings in the public
sector exceeded those in the private sector by @B&te full-time), 43% (female full-time)
and 43% (female part-time) (ASHE, excluding ovediand bonuses). However, comparison
of unadjusted wage levels between public and pigaictor workers is not appropriate for
five reasons:

i) It does not account for differences in compositainworkers by level of skill and
qualification, as well as age. Decomposition of Wege gap that controls for years of
schooling, age and qualifications suggests apprataly half the premium is
associated with the higher share of professionglalified and higher skilled
employees in the public sector (eg. Bozio and Bi2@l1);

i) Median private sector pay is significantly dimireshby the employer practice of
setting pay for low-level employees at or closehe statutory minimum wage. We
interpret this practice as the misuse of the mimmwuage as the going rate of pay
instead of setting pay in line with the varying Iskgualification and performance
characteristics of the job or individual. In 20524 of jobs in the private sector were
minimum wage jobs compared to less than 1% in th#igp sector (LPC 2011: figure
2.1). Throughout 2005-2011 the bottom decile wafdemale part-timers in the
private sector has been equivalent to the statutonymum while in the public sector
female part-timers enjoyed a premium over the mummwage of 10-15% (ASHE
data);

iii) Differences in pay between the sectors and the oeitipn of workers by skill and
qualification are especially strong for women. @ivkbe number of studies that identify
an unexplained gender pay gap in the UK labour gtatkcan be legitimately argued
that attempts to level down public sector pay wilport discriminatory pay practices
into the public sector and reduce opportunitieswiomen to earn a similar return to
their investment in education and experience as men

Iv) Static comparisons of pay gaps wrongly presumelaiityi of earnings profiles with
age. Wages among full-timers are more compressetthanpublic sector than the
private sector for men and women, suggestive of $#sep age-earnings profiles. A
decomposition analysis that examines pay gaps @verindividual's life-cycle

® Also, pay scales are more truncated in privatéosamisons; Sachdev (2004) reports that the mininia
maximum range was one quarter the range founckiptiblic sector for equivalent prison officer jofisfiions.
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estimates the adjusted public sector pay premiu@3#o is further reduced to 0% for
individuals with a low risk of unemployment (Postéhay and Turon 2007); and

v) Pay is only one part of the reward package. Worketke public and private sectors
have varying access to bonuses, overtime pay, dripgnefits (eg car and travel
expenses), annual leave, company share schemegemsibns. However, reliable
estimates of pay gaps controlling for bonuses édffecudt since the best source of
earnings data collected by the ONS does not incluielal private sector bonuses paid
between December and March, which are estimateshake up around 7% of all
private sector earnings (IDS 2012:°5).

Table 1.2. Summary of public sector pay reforms thedr effects during the crisis, 2010—-
2012

Pay issue Pay reform Effects on wage levels anewagctures
Annual pay Unilateral government 3% cut in public sector real earnings 2010-11;ljike be
settlement imposition of a 2-year freeze  higher in 2011-12; falling real pay will continuatil at
(most from April 2011), least 2014-15; cut in ‘raw unadjusted gap’ betweelnlic
followed by 2-year imposed 1% and private sector
limit
High-wage earners High profile independent None to date

review commissioned to
examine ‘culture of excess’ in
public sector, but no mention in
2012 budget

Low-wage earners Government provision of £250Limited impact in reducing real pay cut among lozsd.
fixed supplement for earnings < Not applied in local government
£21k

Local pay Government aims to dismantle Likely to increase public sector wage inequalitiden
national agreements and hopes inter-regional pay inequality and worsen pay fa lilnwest
to implement local/regional skilled who are least protected
pay; responses from pay review
bodies for health, education,
prisons in July 2012.

Automatic seniority- Government pressure on pay Mixed response — eg. no increments for civil setvam the
related pay bodies to freeze pay incrementsDept Work & Pensions but honoured for prison servic
increments workers.

To date the austerity reforms have been met wibrges of national and regional protests,
strikes and work-to-rule actions. In 2011, four anajniong staged one-day strikes in June
over pay reforms and the proposed changes to pséditor pension schemes, supported by
between 100,000 and 200,000 civil servants andiplisry around 50-85% of state schools.
In 2012, the two largest teachers’ unions beginiratefinite work-to-rule protest from
September and the GMB and Unison are preparingtégred walkouts in early 2013 if pay
negotiations break down.

® See the ONS report on this issue at http://wwwgmsuk/ons/dcp171776_261716.pdf.
" The unions involved were the National Union of deers (NUT), the Association of Teachers and Lectur
(ATL), the University and College Union (UCU) artetPublic and Commercial Services Union (PCS).
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2. Imposing pay restraint on a fragmented model of public sector
pay

The UK’s complex and fragmented model of publictsegay determination inevitably

means the government’s policy of pay freeze (witlv Wwage supplement) is refracted in

multiple ways across the different public sector rkf@rce groups. The main local

government pay agreement already applied a pagdree 2010, as did some parts of the

civil service. Other pay groups tended to be ingbeond or third year of a multi-year pay

deal in 2010. By 2011, however, most groups didlemgnt a pay freeze and most have
negotiated or recommended a small fixed supplefioerihe lowest paid.

It is perhaps surprising that in the context of tipie¢ forms of pay arrangements for different
public sector groups that a relative degree ofyuinitpay settlements has been achieved to
date. Nevertheless, there are substantive diffeeenm forms of negotiation and
implementation of the austerity pay reforms. Thkofeing section characterises the main
features of the UK’s model of public sector payhe brganisation of unions and employers
and the fragmented structure of wage-setting aenawegts - and explores the shifts away
from ‘free’ collective bargaining to ‘quasi’ colléee bargaining in the form of Pay Review
Bodies. A key issue for debate is the future impawctthe status and reputation of the
independence of Pay Review Bodies, which recomnssphrate pay awards for school
teachers, healthcare workers and prison staff amtmgys, given that each have had to bow
to government demands to freeze pay. For their tregttrade unions have argued the bodies
ought to have at least questioned the governmepmfsoach; Unison said the NHS Pay
Review Body was ‘hidebound’ by government ‘diktatie National Union of Teachers said
the School Teachers Pay Review Body had ‘colludetti ministers and the Prison Officers’
Association argued the pay review body had failedts duties by not compensating for
prison officers’ inability to take strike actidn.

2.1. Employers and unions in the public sector

Union presence in the public sector is much strotigen in the private sector (figure 2.1).
Trade union presence in workplaces was nearly thirees higher amongst public sector
employees (86%) compared with the private sectd#d)3in 2010; moreover, public sector
employees accounted for 62% of all trade union mempAchur 2011). Two features have
contributed to the relatively strong union positionthe public sector - the formalized and
largely centralized collective bargaining procedungth explicit provision for arbitration and

relatively well developed systems of workplace esgntation (Pendleton and Winterton
1993).

Public sector unions differ widely with respecttb@ir size, function and types of workers
they represent. Some operate as general trade synidth members in both public and
private sectors (eg. Transport and General Workénsbn), while others operate wholly or
predominantly within the public sector (eg. Unistime largest public services union, and
unions for professional groups such as the Natioman of Teachers) (see Cunningham and

8 In the three months to September 2011, the mattigate sector settlement was 2.6% and the publitos
0.0%.
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James). Also, membership domains of unions typicallerlap thereby providing public

sector workers with a choice of union or profesalassociation. For example, primary and
secondary school teachers can join the NationabtJoif Teachers (NUT) or the National
Association of Schoolmasters Union of Women TeaxH®FASUWT) among others and

unqualified nurses can join Unison or the Royall€y# of Nursing.

Figure 2.1 Trade union density and collective bangay coverage in the public and private
sectors, 1995-2010
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Source: Labour Force Survey data presented in A@irl).

The TUC, the peak union organization for UK unigm®vides a coordinating role for public
sector policy actions, campaigns and protests.edtlyr the most representative unions are
Unison, the Royal College of Nursing and the Nalobnion of Teachers (table 2.1).
Despite the adverse effects of privatization ankcentracting, union membership in the
public sector increased during the late 1990s &8 from 3,728,000 members in 1995 to
4,068,000 in 2010 (Labour Force Survey, ONS). Haweiut did not keep pace with the
expanding public sector and union density in facpged from 61% to 56% over the period
1995-2010 (op. cit.).

Efforts to reverse a decline in overall public sectinion density include the TUC'’s
Organising Academy programme aimed at promoting d¢bkure of union organizing.
However, Carter et al. (2003) argue the focus aarurenewal during the 2000s moved from
an organizing model towards social partnership \th#éh aim of promoting more consensual
employment relations and accommodation with the Newour agendd.This strategy is

® According to several studies (Bacon and Samu@92Bach et al, 2005, Tailby et al, 2004) increageflic
spending by the New Labour government was linketh&éoactive promotion of employer-union partnership
agreements in order to secure union cooperatioh thié reorganization of public services deliveryos¥i
partnership agreements signed in the 2000s werécpsidctor agreements and by 2007 the public sector
accounted for more partnership agreements thapriiate sector by a ratio of around three to twadq@ and
Samuel, 2009).
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said to have resulted in increased dialogue anduttation during the period of New Labour
government. Since 2010, the Conservative-led ¢oaljovernment’s unilateral approach to
reform has weakened social dialogue and set ofvwaadversarial phase in British industrial
relations.

Table 2.1 Major trade unions with some or most meEmln the public sectofmore than
100,000 members)

Tradeunion Professional group M ember ship
Unite the Union General union with no formal denagien of 1.572.995
membership domain.

Unison Public sector union, (largest healthcar¢osdrade 1.374.500

union)
GMB - British General Union General union with riorhal demarcation of 601.730
membership domain
Royal College of Nursing (RCN) Nurses and healtbeesistants 409.801
Union of Shop Distributive and Retail sector, transport, distribution, food 386.572
Allied Workers (USDAW) manufacturing,
National Union of Teachers (NUT) Teachers 376.797
National Association of Teachers 326.659

Schoolmasters Union of Women
Teachers (NASUWT)
Public and Commercial Services = Most in government departments and other public 301.562

Union (PCS) bodies

Communication Workers Unions  Telephone, cable, DSL and postal delivery 217.807
(CwuU) companies

Association of Teachers and Teaching and lecturing staff 216.739
Lecturers (ATL)

British Medical Association (BMA) Doctors 141.448

Union of Construction Allied Trades Workers in construction and allied trades 127.433
and Technicians (UCATT)

University and College Union (UCU) Lecturers anddgers in higher education 122.062

Source: Certification Office for Trade Unions anehfiioyers Association, 2010-2011.

Public sector employers are represented by a sngatheip of associations defined by sector
and public service profession, including, for exéanp.ocal Government Employers and
NHS Employers (table 2.2). The Local Government Bygrs, for example, facilitates
consultations between employers and trade uniorissoies such as pay, pension, workforce
issues and social partnership. It also negotiapegific contracts with trade unions and
provides evidence to pay review bodies. Its remitecs local government staff, teachers,
school support staff, firefighters, coroners, poland police support staff, forensic medical
examiners. For example it provides the Employeidé $f the Police Negotiating Board
(PNB) and of the Police Staff Council (PSC). Itcalprovides the secretariat for the
employers' side of the School Support Staff Ne¢jotigBody — the National Employers of
School Support Staff (NESSS) and for the employsides of the National Joint Council for
Local Authority Fire and Rescue Services, the Medidllanagers' Negotiating Body, and the
NJC for Brigade Managers of Local Authority FireddRescue Services.

Table 2.2. Major employers’ associations in thelpukector

Employer association Area of representation

Association of Colleges UK college sector
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Convention of Scottish Local Authorities Scottisikedl authority employers
Local Government Employers UK local government®ect
NHS Employers UK national health sector
University and College Employers’ Association  UKihér education sector

National Employers' Organization for School UK schools employers
Teachers

National Employers for School Support Staff UK 8ahsupport staff employers

National Organization of Employers of Local UK fire service
Authority Fire and Rescue Services

Figure 2.2. Numbers of days lost to strikes inghblic and private sectors, 2005-2011
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While the organization of unions and employers wosuggest that social dialogue is
stronger in the public sector than in the privaetar, with its more powerful union presence
it is also the case that strikes and other workges are far more common among public
sector workers. Like the private sector, workershie UK public sector have never enjoyed
an explicit legal right to strike but, with the eftion of the police and armed forces, are
covered by immunities from common law liabilitisPrior to the current austerity measures,
major strikes during the 2000s include: the firgtional strike by UK civil servants for more
than a decade (in November 2004) against governpians to cut a large number of civil
service posts; a public sector workers’ strike @irenthan one million workers (March 2006)
over planned changes to the local government perssioeme; a protest by postal workers at
Royal Mail (2007) against pay and company modetiisglans; a teachers’ strike involving
around 200,000 workers (2008) following the goveenifs refusal to improve a 2.45 per cent

1 The right to strike results from immunities fromnemon law liabilities in pursuit of a legally defid trade
dispute; such immunities are guaranteed to allipigactor workers with the exceptions of the pobkeel the
armed forces.
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pay offer; and a strike by local government work@®08) against the employers’ refusal to
award a 2.45% pay increase (figure 2.2).

2.2. The fragmented model of public sector pay

In common with the UK private sector, a voluntatiadition of industrial relations underpins
the design and application of separate pay scaldssaparate systems of wage-fixing for
different public sector occupational groups, sueleachers, police, nurses and civil servants.
Moreover, these different institutions of wageisetthave been characterised over the years
by an unbalanced development of change and tramafmm, which in part reflect the efforts
of government to meet conflicting demands of cdhitrg the public sector paybill (in line
with economic performance), pursuing pay compaitgiboth among public sector groups
and with private sector comparators) and estalbigshbioser links between pay and flexibility
(variously defined as productivity, performance. etThese same challenges are very much
present in today’s context of austerity but in tlagplication follow a legacy of problems in
the UK’s particular policy approach towards pulsiector pay.

Very different to the private sector

Unlike most other European countries, there ank stdferences in systems of wage-setting
in the public and private sectors in the UK. Twarses of data provide an indication of the
difference between sectors. WERS data for 2004 esigfat the proportion of workplaces

that used collective bargaining with unions inisgtpay for at least some of their employees
was 83% in the public sector and 14% in the privegetor. In terms of the share of

employees covered by collective bargaining thenesis are 82% and 26%, respectively
(Kersley et al. 2006: table 7.1). More recent LabBarce Survey data for 2010 record a
smaller gap — the share of employees whose paafiested by a collective agreement was
65% in the public sector and 17% in the privata@e(Achur 2011: table 4.1). LFS data

suggest the gap has been around 50 percentags poioé at least the mid-1990s and both
sectors have witnessed a downward trend in covdfayee 2.1 above).

Table 2.3. Pay determination in the public and até/sectors compared, 1998 and 2004

1998 2004

% of workplaces that use: Public Private All Public  Private All
Only collective bargaining

- multi-employer 28 2 8 36 1 7

- single employer 19 4 7 12 4 5
Only set by management

- higher level management 9 24 21 7 23 20

- workplace management 1 32 25 1 43 35

- individual negotiations 0 6 5 0 5 4
Mixture of methods 39 28 31 41 23 26
Any collective bargaining 79 17 30 77 11 22
Any set by management 21 81 69 28 79 70
Any individual negotiations 1 16 13 2 15 13
Any other method 39 8 14 32 2 7

- Pay Review Body - -- -- 32 0 6

Note: 1. Specific data on wage-setting by Pay ReBedies were not collected in the 1998 survey.
Source: WERS data presented in Kersley et al. (260 7.4).
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In the few private sector workplaces where collecbargaining is used to set pay it is almost
always at the single company level. In the pubdictar, by contrast, collective bargaining is
most likely to occur at the national level in th@rh of sector agreements, covering all
schools for example, or all local authorities. dteral wage-setting by management is the
exception in the public sector (8% of workplacegdushis as the single method of pay
determination) whereas in the private sector thesnorm (table 2.3). Nevertheless in its role
as employer, the government does exercise unitautbority in certain periods. Incomes and
wage control policies in the 1970s gave expresswrihe government’s (and public’s)
concern with size of wage settlements and imphbeetifor inflation, limiting the operation of
‘free’ collective bargaining; the visibility and rige size of many of the public sector
collective bargaining units made them particulaviyinerable to attempted control via
incomes policies (Beaumont 1992: 98-102).

Integrated or fragmented wage-setting?

Compared with other European countries, the UK rhadiepublic sector pay is highly
fragmented. Yet compared to the UK private sedterpublic sector represents an area where
wage-setting is relatively coordinated. Today’s eloaf public sector pay is an eclectic mix
of wage-setting systems that includes collectivgdaing, wage indexation and independent
pay review bodies, although the trend since theD43tas been towards a greater proportion
of the public sector workforce covered by pay revieodies (table 2.4). Free collective
bargaining used to be the primary mechanism of veageéng but today the main
arrangement is the independent pay review bodyrm fof ‘quasi’ collective bargaining
(described below). The largest unit of free collextbargaining is local government with
coverage of approximately 1.4 million workers. Lbeathority manual and non manual
workers have been covered by an umbrella framevkmidwn as the General Whitley
Council in at least a partial form since 1918 (Bgiand Trinder 1989, Beaumont 1992).

National pay arrangements for police and the fawrvise rely on separate pay formulae, or
wage indexation, introduced in 1978 for both grofgewing an inquiry (in the case of the
police) and a prolonged strike (in the case offiteeservice) (Brown and Rowthorn 1990).
For both groups, a contentious issue has beenethehimark for the pay formula. For police,
earnings were initially tied to the average earsimgdex, then in 1995 to the median
settlement of private sector non-manual workersS(II®95) and in 2007 to a public sector
wage index (see Box 2.1). For the fire service, wayg linked for many years to the upper
guartile of male manual workers’ earnings but ia garly 2000s trade unions argued for a
change due to falling real wages of manual workarsndustry and the increased job
responsibilities of fire service workelsStrikes in 2002 were accompanied by a review of

" Workers from the National Health Service were alevered by the General Whitley Council from 1948, b
as we discuss below, have since moved to a sydtpayaeview.

2 The General Secretary of the Fire Brigades Uniah@time argued/n recent years however occupational
change in the workplace and the labour market hesekerated dramatically and also firefighters arick f
control operator’'s responsibilities have broadeneahsiderably. In the fire service more emphasisidsy
placed on fire prevention and community liaisone Tiemands of the job have become increasingly iahn
and complex both in front line fire fighting and fine control rooms. In short the old formula based
comparisons with industrial manual workers no lonjes the bill. Also the issue of the current lewé pay
needs addressinigcited in the union magazir@reFighter March 2002).
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Table 1.5. Characteristics of multiple forms of pkegermination in the public services sector

Workforce group

System to determine pay

Special Inquiries

Details

Central government:
Armed forces

PRB (1971-)

Senior civil servants, judges PRB (1955-)

& senior military

Civil servants CB 1955 Priestley Megaw ruled pay comparisons should have less infieién favour of the
Commission; 1982 Megaw principles of paying sufficient to recruit, retaind motivate; growing use of
performance-based schemes since mid-1980s; delegadrpay bargaining to
Executive Agencies leading to variation in pay ctuees (grades, pay
progression, etc.)
Healthcare:
Doctors & dentists PRB (1963-) --

Nurses, midwives

Other health professionals
NHS ancillary workers

CB (1948-1982); PRB (1983-)

CB (1948-2003); PRB 4200

19&4sbury; 1980
Clegg; 2004 ‘Agenda for
Change’

CB (1948-2006); PRB (2007-)

Initially the PRB only covered nurses & allied hégbrofessionals. In 2004
extended to cover all healthcare professionalsiceli support workers &
technicians. In 2007 extended to include all otireups covered by ‘Agenda for
Change’ (ancillary & admin staff previously coveiteg collective bargaining)

Education:
School teachers

School support staff

CB (1919-1987); PRB (1991-

1974gHtmn; 1980
Clegg;

PRB (2010 -2011); CB (2012-

The 1987 Teachers’ Pay and Conditions Act abolished®8-years old Burnham
collective bargaining structure; eventually repthby PRB

ewNSchool Support staff Negotiation Body set uguty 2009, made a statutory
body in January 2010 but abolished with effect fieabruary 2012 and returned
to local government pay arrangements

Local government:

Police officers

Police staff

Fire service

Local government
Prison service

Indexation (1978-1993; 1994- 1978 Edmund-Davies;

2006); Arbitration tribunal
(2007); CB (2008-)

CB

Indexation (1978-2002, 2005-)
White Paper;

CB (1918-)
PRB (2001-)

1978 Edmund-Davies review established a pay forimkad to average pay rise

1993 Sheehy; 2007 Booth; of all workers. 1994 adapted to private sector getlements. 2007 index halted -

2012 Winsor
2012 Winsor

200nBaview; 2003

1980 Clegg

arbitration decision (2007) and negotiated 3-yesad 2008-10); Winsor
recommends replacing with a PRB by late 2014

Integrated with localgrnment National Joint Council until 1996 andasege
since. No recommendations to change CB arrangeim@12 Winsor report
1978 pay formula linked pay to upper quartile affstrial workers’; 2002
strikes; 2003-4 pay uplift; 2005 new pay formutzkkd to Associate Professional
and Technical employees (SOC code 3)

Operation staff onbferical staff working in prisons excluded.

Note: Details of wage-setting systems for workenpleyed in public sector corporations excluded; PRBay Review Body, CB = Collective bargaining.
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pay and working conditions (Bain 2002) and a gonent White Paper, resulting in stag

ed

pay uplifts and a new formula in 2005 linked to tbecupational group of associate

professionals (SOC code 3).

Box 2.1. The ongoing dispute over police pay amtlitimns

The introduction of an objective indexation forméda determining police pay was argued for on the

grounds that this provided the best means of emgdair pay for a group of workers deprived of t

he

right to strike (1978 Edmund-Davies Committee afuimy). The formula proved to a great extent

acceptable to all parties until government concefraffordability were raised in 2006. For the ffi
time since its introduction in 1979, the governmeptcted the 3% pay rise resulting from appliaat

's
io

of the indexation formula. It went to arbitrationdsthe award was upheld. However, the index system

was halted.
The then Labour government commissioned a speeww of police pay to inform the 2007 p
round, including in its remit the option of a neaypreview body for police. The 2007 Booth revi
recommended a new approach to applying the payxjndéich was opposed by the Poli
Federation, representing police officers. The Bwethew stated:
‘The negotiations in 2007 should not be limitedligcussion of indexation in the sense of
producing a uniform percentage increase for allkanThere should be a more flexible
approach. The index should be regarded as produgifgpt” of money that can be applied
differentially according to the needs of the sesyiacluding modernisation.’

It recommended a pay rise of 2.35%, accepted bpadhiee employer body but rejected by the Po

Ay
W
ce

ice

Federation, which tabled a rise of 3%. The arbdmatecision of 2.5% was accepted by government

but not backdated (although it was in Scotlandjeby reducing its value and causing controve
among the staff side who argued ‘Police officereudth either have full industrial rights ¢
independent binding arbitration; currently we haetther'. The Booth review also recommende
new Pay Review Body for Police Officers (constabksrgeants, inspectors and chief inspectt
while retaining the existing Police Staff Counaik fPolice Staff for now. In its response the tk
government made clear it was open to the prospeEces new unified pay machinery for poli
officers and staff.
Under the new coalition government, another rewaéwolicy pay and conditions (the Winsor repd
was published in March 2011. Its remit was wideovering deployment of officers and staff, sh
allowances and overtime, entry into the police doamd merit and other supplementary payme
The report emphasised the police pay premium oveeropublic sector emergency services
recommended:

» reform of payments of unsocial hours premiums (giorly 57% of officers regularly worke

unsocial hours);

» suspension of bonuses for all chief officers arnmksatendents;

» afreeze of incremental pay progression; and

» the scrapping of the £1,212 competence-relatedhibid payment.

Asked to consider the Winsor recommendations (P,atte Pay Negotiating Board failed to agree
recommendations, leading to a decision in early225 the Police Arbitration Tribunal. The stg
side opposed the recommended two-year freeze oenental progression, arguing it was the m
source of saving in the Winsor report (pay freexarded by the tribunal except for the bottom th
pay grades). The staff side also opposed replabhmgorm of a consolidated unsocial hours payn
for all constables, sergeants, inspectors and chsgfectors with a 10% premium for the act
number of unsocial hours worked (awarded). Othetrowersial points concerned the amendmer
the Police Regulations such that chief officersusthd®e required only to consult, as opposed toeg
with the local joint branch board over the issuevafiable shift arrangements (awarded); the rem
of the time and a third rate of overtime payableotficers for ‘casual’ overtime (rejected by t
tribunal); and the 2-year suspension of bonus paysnr chief officers and superintendent ra
(awarded). Overall, the tribunal approved 10 of #Berecommendations, issued no award on t
recommendations and modified five of them.
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Part two of the report, published in March 2012 andning to nearly 800 pages, present
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comprehensive review of internal and occupatioabbur market structures of policing (includipng
equity of pay progression for officers and staléxibility of typical service length, entry routes
officers into the police service) and the instiatl mechanisms for pay determination. In particula
it recommends abolishing the Police NegotiatingrBaand replacing it with a pay review body py
2014 and retaining the Police Staff Council. Itoalecommends that the new pay review body
undertakes a periodic (5-year) review of the dgualent of the police workforce in order to adv|se
government as to the feasibility of harmonisingmerand conditions of police officers and police
staff.

The report recommends:

e an increase in the pension age for all officersif&s0 years (after the completion of 30 years
of work) to 60 years;

e an annual fitness test for all officers and pay dat those who fail to pass it;
e an increased minimum educational standard for mevwuits (up to three A-levels);

« direct entry for recruits to inspector rank andabwith about 80 places a year targeted at
graduates from the best universities;

» fast-track promotion to inspector within three yeimstead of the current 17;

e a possible scheme of direct entry for the ranksuplerintendent and above to attract skilled
specialists from the military, security servicegjustry and business;

e introduction of performance-related pay with scdieked to skills and performance rather
than length of service;

e anew shorter pay scale for constables in orderdee to the maximum more quickly;

* a lower starting salary (from the current £23,50@ither £19,000 or £21,000 depending|on
experience);

» higher pay rates for more demanding officer antf gihs; and

« the introduction of compulsory severance acrosgaks (replacing current practice whereby
only long-service officers can be forced to retiog cost grounds) with financial
compensation offered on the same terms as the &wilice Compensation Scheme 2010

In total, Winsor estimates a cumulative saving bBbn by 2017/2018. Two thirds of the cumulatjve
savings would be reinvested in a reformed systenpayf and conditions to ‘ensure that such a
significant sum of public money is concentrated apdnt on rewarding and incentivising the most
effective and efficient police officers and staf#Vinsor, 2012:19). Described by media as ‘the most
radical shakeup of policing for more than 30 yedts package of recommendations has encountered
strong opposition from the police side. Paul McKere\Chairman of Police Federation of England
and Wales, declared:

‘Police officers have had enough of the constaatiesbf uncertainty and the deliberate,
sustained attack on them by this government. Tley to get on with the job they joined tg
do, serving their communities, and they expecstipport of government. Instead they fing
themselves contending with cuts to pay and comditidd service, increased stress and
pressures, falling numbers of police officers, loarale and the privatisation of essential
police functions. Despite a growing list of demaadd the reality of the cuts, they are doing
their very best, but they know the governmentangtgeopardising public safety and the
quality of service they are able to provide. Thevise cannot take anymore; enough is
enough’

Sources: Keter (2011) ‘Police pay: Booth review @2011 pay dealHouse of Commons Library, SN/BT/413he
Guardian “Police could face annual fitness tests and compry redundancies” 15 March 2012
http://www.guardian.co.uk/uk/2012/mar/15/police-aakfitness-tests-compulsory-redundangcies
http://www.polfed.org/613D5ED0488D416CBC7F876FF28BC4i3fh Winsor, T.P. (2012a) Independent Review|of
Police Officer and Staff Remuneration and Conditiéisal Report — Volume 1 (pp. 9-319); Winsor, T.R012b)
Independent Review of Police Officer and Staff Renmati@n and Conditions Final Report — Volume 2 (pp-329).
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Pay review bodies differ substantively in form fracollective bargaining: members are
appointed by government, they make recommendatinribe size of the pay settlements (on
the basis of evidence presented by governmentutiens and the local employer) and
government reserves the right of veto. The first pi¢ review bodies were established for
senior civil servants, judges and senior militdoy, doctors and dentists and for the armed
forces. In each case, the pay review body was detgrio provide a fairer system of wage-
setting since these groups were unable or unwiliingse strike action as a pay bargaining
strategy (Bailey and Trinder 1989).

In the 1980s and 1990s two further pay review ®odiere established, one for nurses,
midwives and professions allied to medicine (in2:83 in response to industrial action) and
another for school teachers (1991). The settingfuiihese two review bodies changed the
logic of the public sector pay model. Until thewieav bodies were rationalised as the proper
form of pay determination for employees who reliished recourse to industrial action.
While the nursing pay review body was describedgbyernment as a ‘reward’ for not
participating in industrial action (Seifert 199278, the Royal College of Nursing reversed
its longstanding no-strike policy in 1996. Also tieachers’ pay review body was opposed by
all sides at the time: by government because refka run of generous settlements, by public
sector employers who feared a knock-on effect hemlocal authority workers and by unions
who opposed the loss of their negotiating rightsil@/ and Trinder 1989).

Further expansion of the pay review model occummethe 2000s. First, the nursing review
body was extended in 2004 to include all healthqanafessionals and clinical support
workers and technicians and again in 2007 to irecladcillary and administrative workers
covered by the new national framework ‘Agenda fdrafge’ (box 2.2). This widened

coverage in practice replaced ten separate agréenfen different occupations with the

National Health Service) with a harmonised setesints and conditions organised around
three inter-related pay structures (for doctors aedtists, for nurses and other health
professionals and for other NHS staff except semanagers) (Grimshaw et al. 2007).
Second, a new pay body was set up in early 2018dioool support staff with the remit to

establish a national framework for pay and condgioHowever, this body was abolished
(with effect from February 2012) by the incomingatitton government with the argument
that it ‘does not fit well with the government'sigmities for greater deregulation of the pay
and conditions arrangements for the school worlfart

These multiple groups of wage-setting are not natiegl through a formal system of rules
that coordinates the processes of bargaining agdem@mmendations in different parts of
the public sector. However, it might be argued thate is a degree of informal coordination
through both the unions (since Unison, Unite arel @MB represent members in different
bargaining units and have the opportunity to applgommon strategy) and government
(since the Treasury inputs a consistent view, asng@kfied by the present austerity policy).

13 Stated in a letter from the Secretary of StateHducation to the former Chair of the School SupStaff
Negotiating Body, dated 28 October 2010 (Office Manpower Economicsywww.ome.uk.com/example/
School_Support_Staff Negotiating_Body.aspx).
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Box 2.2. A new national pay agreement for nursegnated with other NHS workforce groups

The majority of working nurses in the UK are em@dyin the NHS. Their pay was negotiated in a
separate bargaining unit for nurses and midwivedeuthe umbrella of the General Whitley Council,
until 1983 and thereafter it was set by a pay revedy. Nurses are represented by multiple bodlies,
although most are members of the Royal Collegewftds, the largest professional body for nursing
in the UK. Its 400,000 plus members include nurseslwives, health care support workers and

students from across a range of nursing disciglimegualified nurses can also join the RCN.

Following more than a decade of failed efforts bg Conservative governments of the 1980s
1990s to abandon national pay arrangements, theutajmvernment sought to ‘modernise’ NHS [
with the 1999 pay reform, ‘Agenda for Change — Modgng the NHS Pay System’. The new syst

and

ay
em

aimed to introduce more local flexibility, link payith performance and link career progression to

individuals’ responsibilities and performance (D&BP9a, 1999b). After rounds of negotiations W

ith

17 unions and professional associations — descidgene of the most complex and lengthy pay
negotiations in the world’ (Bevan et al., 2004=8)e 2004 introduction of Agenda for Change put in

place:

* aharmonized system of national pay and conditions;

e a national job evaluation scheme based on agréedgscriptions; and

e job evaluation and a new competency-based caraerefvork (the ‘Knowledge and Skil

Framework’).

Agenda for Change covers all non-clinical stafftie NHS, around 35% of which are qualifi
nurses. By 2006, 99% of NHS staff were coveredh®yriew pay arrangements (Buchan & Ev
2007). Perkins and White (2010) argue that sigaificpay increases (an average 10% for front
professionals in the 3 years to 2007) were awatd®&HS employees. Some research raised conc
about an absent productivity increase and limitadsformation in practices (eg. King's Fund 20
NAO 2009). Other studies emphasized its successstblishing a modernized framework
coordinated pay-setting and pay reform with a $iggmt uplift for the lowest paid (Grimshaw 2004
the NAO (2009) report also identified the benéfifsresented managers in their estimations of Ial
costs and management of budgets.
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3. Procurement of public services and the interconn ections with
the labour market and pay inequalities

3.1. Procurement of UK public services

Government procurement of public services can metd 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 consumptionthe UK, there are a range of forms of
procurement due to differences in models of puinliance, the locus of decision-making, the
form of provision and the type of public use or s@mption.

Three drivers underpin the policy discourse, asl wel academic study, of procurement
policy and practice in the UK (table 3.1). Theftfissthe capacity of private sector firms (and
voluntary/non-profits) to bring innovation and nemwpre modern forms of expertise to the
delivery of public services in ways that are sag part of ‘New Right’ discourse that
flourished first in the late 1980s and again today)be more difficult within large,
bureaucratic public sector organisations (Cutled aWaine 1994, Thompson 2007).
Innovation is expected to be encouraged by theaf@igector's capacity to raise financial
investment' (especially relevant during a period of austeriitd greater specialisation in
particular areas of services and production agtamitd its ability to bring new practices from
operations in other sectors and countries (Entavestld Martin 2005, Lowndes and Skelcher
1998, IPPR 2001). One strand of literature hasstigated evidence of ‘lean practices’ in the
supply chain across a variety of public sectorirsggt(eg. Hines and Lethbridge 2008, Hines
et al. 2008, Radnor and Walley 2008). Neverthelessjrious feature of some private sector
firms that bid for public services contracts isithiack of experience in the service in
guestion. Instead, as several studies show, thayg bxpertise in contract design, as well as
in some cases supply chain management — althou@hoash (2003: 16) argues, this skill is
only necessary because of the policy to procurdigservices.

A second driver, and one that is far more stromghphasised in policy documents, is value
for money. There are two features to this. On the lsand, value for money for the taxpayer
is expected from the usual simplistic assumptitias the operationalisation of a competitive
market for public services will drive down unit ¢®@snd deliver efficiency savings (Torres
and Pina 2002). Issues that arise in studies aggign the need for market competition
include the limitations of ‘soft budget’ constrann the public sector compared to the cost
focus inspired by market discipline, the tendency bver-staffing in public sector
organisations, the weak focus of some public semtganisations on meeting user needs and
the cost efficiencies of many private firms able@ltaw on larger scale economies (see review
by Wood 2007). Value for money is an especiallyprar feature of current procurement
policy in the new political economy of austerityefidit reduction and retrenchment of the
public sector but suffers from many of the samatéitions identified in Cutler and Waine’s
(1994: 90-95) critique of 1980s procurement pokeynamely, lack of regard for market
transaction costs (eg. billing and collection),hbility to separate out cost reductions from

14 Although, see Hall (2008) for a critical analysisthis expectation in his study of water privatiea.
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changed specification of services provided (egueced scope or quality), problem of not
measuring or capturing adverse spillover effectsothrer areas of in-house public sector
services (eg. poor quality private sector cleaming hospital leading to more work for nurse
assistants) and subjectivity of standards of qualiservices provision.

Table 3.1. The drivers, benefits and limitationgatisourcing public services

Drivers Assumed benefits Limitations

I nnovation/ - access to private sector capital Innovation in contract design only
moder nisation necessary because of procurement of
services; contractor expertise often reliant
on staff transfer from public sector;
- modernisation of supply chain provision of new technologies expensive;
operations private sector management practices no
always relevant or appropriate.

expertise of specialist firms with
international operations

- access to leading technologies

- modern business and management
practices

- innovation in services delivery

Valuefor money - cost efficiencies of market discipline Cost control focuses on labour costs with
superior to public sector ‘soft budgetadverse consequences for service quality;
constraints’ evidence that government is not a ‘smar{’

purchaser of procured services allowing

contractors to respecify contracts and win
add-on service contracts; procurement

- flexible contract tariff payments process generates additional administrative

costs; difficulties of evaluating value for

money associated with quality rather than

- regular market benchmarking of
services costs

- exploit the pay gap with the private
sector

unit costs
Partnership - ‘collaborative advantage’ brings win-Tendency for contractual rather than
win, mutual benefits to public and relational management; imbalanced
private sector relationships facilitate opportunistic

behaviour/ abuse of trust; ‘lock-in’ of
partnerships can restrict supply-side
competition (and may conflict with EU
- synergies enable continuous competition law)

innovations, improved quality and

cost reductions

- provides a basis for effective
monitoring of service delivery

On the other hand, government policy has responsgled a rather drawn out period of time
to criticisms (not least by the government’'s Pul@mctor Accounts Committee) that it has
not acted as a ‘smart’ purchaser of contractedicsvby reforming procurement policy.
Empirical studies find that UK government bodies both losing expertise in the procured
activity relative to the private sector suppliee¢buse the activity is transferred to the private
sector and so expertise diminishes over time anadangis lost as managers who negotiated
the contract leave) and are at a lower level ofeedge in the design and negotiation of
procurement contracts — especially with respetii¢ounderstanding and management of risk
sharing (Grimshaw et al. 2002; see, also, HM Tnea2003). Loader (2010) provides a
review of the development of UK public sector pnasuent. A 1984 review of government
purchasing introduced the notion of ‘value for mgngCabinet Office 1984) and this
principle was reaffirmed in all subsequent poli@forms and reviews (table 3.2). Cost
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efficiencies were a key objective of the 2004 Genrsteport that outlined proposals to deliver
£20 billion of public spending cuts by 2007-8 andtably, lead to the establishment of the
Office of Government Commerce which in 2011-12 nggaa£18 billion of expenditures
under nine categories of goods and services. Otheews followed, centring on further
potential for achieving value for money, more inatve services delivery through
procurement and better leadership on the publimsearchasing side.

Most recently, a review of procurement commissiobgdhe coalition government (Green
2011) argues for greater efforts to centralise gowent procurement policy, drawing
attention to the extraordinarily fragmented langscaf procurement and lack of harmonised
governance principles (repeating a similar argummeatle in the 1995 government White
Paper, see table 3.2). There are approximatelyréfégsional purchaser organisations and
individual public bodies managing procurement. Gavernment Procurement Service is the
largest Professional Buying Organisation in thelipukector and the only one with a legal
remit to trade across the entire UK public settofhe coalition government response
includes a policy of ‘Lean Review’ aimed at uncomngrwasteful practices and unnecessary
complexity in government procurement. It seeksetimnm the approach to procurement, to
upskill public sector procurement managers andhires best practice across government
departments. The coalition government has alscedtan aspiration to award 25% of
government contracts to small and medium-sizedsfirto publish online all government
tenders (see HM Government 2011) and to renegatatéracts where necessary to make
cost savings®

Table 3.2. Development of UK government procurerpeinty

Year  Report/initiative Themes

1984 ‘Government purchasing: a Multi-department review - Primary goal to provide taxpayer with value for
of government contract and procurement procedures’ money from expenditure on procurement
(Cabinet Office)

1995 White Paper ‘Setting New Standards: a Strategy for -  Primary goal is value for money

Government Procurement’ (HM Treasury) Partnership encouraged (‘mutually

satisfactorily relationships are in the best
interests of both sides’

- Inter-departmental cooperation on procurement

1998 ‘Efficiency in Civil Government Procurement’ (HM - All procurement based on value for money
Treasury/Cabinet Office) . .
- Strategic purchasing

- Co-operation

- Collaboration

1999 ‘Modernising Civil Government Procurement’ - Value for money

(Gershon, 1999) - Proposed the creation of the Office of

Government Commerce

1999 Government Procurement Website and Government

5 |n 2010-11, this agency managed almost £8 billafnpublic expenditures and worked with 14,500
organisations in central government, health, lgoalernment, devolved administrations, educationtaecot-
for-profit sector (reference?).

18 During July 2010-June 2011 the government clabnisave renegotiated contracts with over 50 supphed
made cost savings of approximately £800 million
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Procurement Service established

2000 Office of Government Commerce established

2004 ‘Releasing resources to the front line’ (Gershon - Value for money
Review, HM Treasury) .
Cost savings
Enhancing procurement
Capability

Strategy and leadership

2007 Transforming Government Procurement HM - Value for money

Innovative, outcome-based procurement . -
P Sustainability

2008 Procurement capability reviews (OGC) - Procurement capability in:
Leadership
Skills development and deployment

Systems and processes to deliver value for
money

procurement-driven public service
improvements

Source: adapted from Loader (2010: table 1).

The third driver is the assumed benefits of a baltative, partnership approach to public
services delivery that is said to maximise the ethastrengths of public and private sector
approaches, to encourage sharing of informationtla@disks of long-term investment and to
ensure continuous improvements in cost and qu@ibyaird 2006, Erridge and Greer 2002).
In the management literature this form of joint Wing is said to establish ‘collaborative
advantage’ (Kanter 1994, Huxham 1995). A closelfaborative approach may also herald a
shift from use of contractor as a support funcfienthe delivery of an ostensibly peripheral
activity to their input in shaping the strategimétions of the public sector organisation,
similar to trends in the private sector (Miozzo &dmshaw 2011, Morrissey and Pittaway
2004). A partnership approach was emphasised inl885 White Paper, ‘Setting new
standards’ where it states ‘Although [public sectepartments] will press suppliers to reduce
cost and improve quality, they will recognise thaitually satisfactory relationships are in
the interests of both sides and will avoid an uessarily adversarial approach’ (HM
Treasury 1995: 13, cited in Loader 2010). Subsetpeicy reforms have sought in a similar
manner to improve on an overly cost-focused prauoerg policy, although principles of
market competition and a focus on costs are sy yuch in place.

3.2. The interconnections between procurementandt  he labour market

Because the bulk of procurement expenditures oricesr goes towards the costs of labour
and because procurement typically involves a shifstatus among affected workers from
public sector employer to private (or voluntaryktee employer, it is imperative to analyse
the multiple set of influences between procurenpaiicy and practice and labour market
rules and conditions. Figure 3.1 presents a graphitterpretation of these two-way

interconnections.

Labour market rules
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Various interlocking labour market institutions ludnce the form and practice of
government procurement of public services. The msagtificant are the following. First, a
national statutory minimum wage establishes a ftoowage competition. This is important
for procurement of low-wage services given thablabcosts often represent a key source of
competitive advantage among bidding contractorg fitoblem, however, in the absence of
effective pay policy within the organisation, isthmanagers set pay at the minimum wage
level and rely on ‘hard’ forms of human resourcenagement (threat of dismissal, weak pay
incentives, surveillance technologies) to perforoeamanage workers rather than job quality
measures such as pay progression, training ankhglers. In the care sector, for example, a
recent survey found that three quarters of cordragbaid modal wages below £7 per hour
and half paid below £6.51 (compared to the thenimum wage of £5.73) (Rubery et al.
2012).

A second influential labour market rule concernsPEUregulations, which provide for the
terms and conditions of employment set by one eyepldo be carried over to another
employer following merger or some form of contragtiout. These rules affect not only the
impact of contracting on employment conditions higo the incentive for public sector
organisations to engage in contracting. During1880s they were ineffective due to legal
confusion about their application. Legal amendment993 (following several legal cases
and a challenge in the European Court of JuSjiameant they were more effective and
provided for continuity of employment post-transf@rotection of pay, working hours,
sickness benefit and holiday entitlement. Howeywgoblems remained including lack of
protection about work rules (level of effort andicdhess of performance monitoring) and
absence of attention to the informal norms goveyrime organisation of working time
(Cooke et al. 2003). Further amendments were nra@806 to clarify and extend the scope
of TUPE’s application to service provision changsspresent, TUPE regulations are subject
to a review in light of government conceriisat some businesses believe they are ‘gold-plated’
and overly bureaucratic’ (BIS 2011: 3). The risk dgovernment is that in proceeding in its desire
to dilute labour market regulations it ignores evide from industry that TUPE in fact has
facilitated procurement by enabling employees andfer smoothly with their valuable skill and
experience to contractors, as well as diffusing@onistic feelings among transferring employees
towards outsourcing and privatisation (Grimshaw iizzo 2006; Julius 2008: 39).

A third rule is an outgrowth of TUPE in the form afrecently abolished government policy
known as the ‘two-tier code’. Following a union gaeign against the practice of private
sector contractors to set terms and conditionsooktransferred workers at a significantly
lower level than those of workers transferred oweéh TUPE protection, the government
introduced a ‘two-tier code’ initially for local gernment procurement (2003) and then the
National Health Service (2005). The code estabtighe principle that contractors ought to
offer all workers engaged in public services emplext ‘on fair and reasonable terms and

" The Transfer of Undertakings (Protection of Empheyt) regulations were originally introduced in 198
comply with the 1977 EC Acquired Rights DirectivEhey were designed to protect employees where a
business or part of a business or area of servimggion in which they are involved changes owngrsiihey
also benefit employers by clarifying the termsrafhsfer and smoothing the process of transition.

18 Until the 1993 amendment TUPE rules were only il cases of employee transfers between private
sector firms.
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conditions, which are, overall, no less favourahkn those of transferred employees’. Once
agreed by employers, unions and contractors asraxaJoint Statement’ to the national pay
agreement this code was put into practice in mddSMNutsourcing contracts, in effect
extending the conditions of the national pay ages®no private contractor firms.

Nevertheless compliance was not universal. Thexenarofficial data on extent of coverage
of the pay agreement among outsourced public ssvproviders. In the NHS, Unison

informally estimates around 20% of contractors @oa-compliant (Grimshaw et al. 2010:

30). In late 2010 the coalition government abolistiee two-tier code arguing that it was bad
for business and workers. The practice among mamyractors is nevertheless likely to

continue for some time, at least in the NHS, sitie protections are agreed in the Joint
Statement to the national pay agreement.

Figure 3.1. Procurement policy and the labour marke

Labour market rules

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

Procurement
policy &
practice

Organisatio .

(eg. public-private partne private gaps
collaborative/transactional (eg. pay gap, voice gap, equality gap,
relationships, joint venture) security gap, professionalism gap)

Organisational forms

Procurement of services is not a simple make/bgisaba. It typically requires consideration
of the type of organisational form most appropri@ethe management and delivery of the
particular service activity. There are two key ssuFirst, what is the ownership structure of
the provider organisation. It can range from 100%ggbe for profit to 100% public not for
profit, with a raft of public/private/for profit/ridor profit mixes of ownership in between.

Public-private ownership structures can be founasxc all areas of UK public services.
Examples include Independent Sector Treatment €eriitr healthcare run by private and
non-profit organisations (Pollock and Kirkwood 20Gthd mega-outsourcing contracts for
the provision of IT services (Lacity and WillcocR801). The most high profile partnerships
involve those procured within the rules of the Bi#v Finance Initiative, which generally
involve a private sector firm (or consortium ofnfis) financing and building new facilities
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and managing a range of services. There are clyrédat PFI projects in the process of
procurement, ranging in value from £3 to £581 onili

The second issue is the type of inter-organisatioglationship between the public sector
purchasing organisation and the provider. Empirgtatlies of collaborative partnerships in
the UK identify many limitations and various authquestion the wisdom of partnership as a
model for public services procurement (Erridge @rder 2002, Kirkpatrick 1999, Lonsdale
et al. 2010). In social care, research casts doabivhether longer-term and higher trust
relationships have developed; contracts continudeoshort-term and cost focused with
limited involvement of contractors in shaping dehy (see Rubery et al. 2012 for a review).
In the procurement of IT services, public sect@anisations are at risk of becoming ‘locked
in’ to a long-term contracting arrangement withravider and lack the expertise to negotiate
effectively the re-specifications of contracts thatise in a context of fast-changing
information and communication technologies (Grinvgled al. 2002). And critiques of PFI
partnership models draw on evidence that they danacessarily deliver value for money,
that risk is inappropriately distributed and thatme contracts appear to be designed and
awarded in part in response to lobbying of powepfirate sector firms (Crouch 2003, Froud
and Shaoul 2001).

Public-private gaps

Gaps in pay and employment conditions between thaiq and private sectors as an
important driver of procurement decisions, espfcial a context of austerity-led cost-

cutting. Moreover, the relationship is dynamic. reasing procurement of public services
from outside the public sector changes the natdrgublic-private segmentation with

incremental effects that may involve both a lewglldown and narrowing of pay gaps, as
well as a spiralling and widening of gaps. For oeasof brevity, we focus here on gaps in
pay with an emphasis on differences by sex anawyhigh pay.

Figure 3.3 shows trends in nominal and real mediiamrly earnings in the public sector
compared to the private sector for different workéo groups. The trend in real earnings
tended to be flat during 2005 to 2009, although worm public sector part-time jobs fared
relatively well. Indeed, it is remarkable that b@12 the median level of hourly pay for
female part-time workers in the public sector caughwith that of female full-timers in the
private sector (£9.98 and £9.99, respectively). im@ur2009-10, the year following the
recession, the UK economy was deflationary (rgiade inflation was around -5%) and as
such all workforce groups experienced an increaseeal earnings, even male full-time
workers in the private sector who were the onlyugrto experience a cut in nominal earnings
that year. But with a return to high inflation i®IZ0-11 (RPI at 5%), all workers have
witnessed a significant fall in real pay, rangingni a cut of 2% for female full-timers in the
private sector to almost 5% for male full-timerstive public sector. The public sector pay
freeze is apparent from the 0% nominal rise forenfall-timers and 1% rise for female full-
timers during 2010-11.

In 2011, gross hourly pay for the three groups alenfull-timers, female full-timers and
female part-timers was higher in the public sethan in the private sector by a considerable
margin at all points of the pay distribution excty very top for full-time employees. At the

33



median level, women in full-time and part-time jdiisth earned approximately 42% more in
the public than in the private sector and men iktione work earned 27% more (figure 3.4).
Moving up the pay distribution the public sectoy gmemium remains relatively similar for
female full-timers up to the 8Dpercentile point (37-43%) and then diminishes [lyato
12%. For male full-timers the pattern is similaut bt a lower level of pay premium (24-32%
up to the 68 percentile and falling to 1% at the"™percentile). Pay for female part-timers is
different. The public sector premium in fact in@es moving up the pay distribution, from
13% at the bottom decile to 77% at th'g§@rcentile point, falling to 62% at the top decile
The reason for the very small premium among lowl i@nale part-timers is very likely to be
associated with competition with the private seetoan result of procurement.

Figure 3.3. Change in median gross hourly pay mphlblic and private sectors, 2005-2011

7%

H Public MFT PublicFFT O PublicFPT Nominal earnings

M Private MFT M Private FFT Ol Private FPT

6%

5%

4%

3%

% -

1% -

2009-10 2010-11

0% -

-1%

Real earnings -
9%

7%

5%

3%

-3%

-5%

34



Public MFT Public FFT Public FPT Private MFT Private FFT Private FPT

2005 £13.20 £11.89 £7.99 £10.62 £8.50 £5.93
2006  £13.48 £12.18 £8.28 £11.04 £8.79 £6.20
2007  £14.04 £12.56 £8.56 £11.31 £9.08 £6.43
2008 £14.64 £13.00 £8.83 £11.84 £9.48 £6.57
2009  £15.25 £13.50 £9.39 £12.18 £9.64 £6.78
2010 £15.65 £14.08 £9.77 £12.15 £9.75 £6.96
2011  £15.67 £14.24 £9.98 £12.24 £9.99 £7.00

Source: ASHE (ONS pay data). Gross hourly earniogall employees excluding overtime.

If we plot the same data as a percentage of meguhgnfor all employees in the economy
(£11.20 in 2011), we find a striking disparity beem sectors (figure 3.5). Median pay for
full-time workers of both sexes in 2011 is sigraftly higher than the overall median in the
public sector (27% for women and 40% for men) bose to the median in the private sector
(11% penalty for women and 11% premium for meny. fémale part-timers, median pay is
lower than the overall median in both sectors hatdap is substantially wider in the private
sector — penalties of 11% and 38%, respectively).

Over the last decade, this basic pattern has proeshent with one exceptional change —
namely a substantial improvement in the positiorieofiale part-timers in the public sector
relative to the all employee median level (figur®)3 Median pay for female part-timers
working in the public sector was 24% less thandliveconomy median in 2002 yet just 11%
less in 2011. Change at the top of female parts8imgay distribution has been even more
significant; the premium at the @(percentile position increased from 65% to 102%sTh
change in high pay was not witnessed among publitos female full-timers who saw no
change at the J0percentile and is very likely to be the resultvafmen exercising their right
to request flexible working hours among the higbhecupational grades. Male full-timers
also experienced a rise in the premium at tH2 [ercentile from 148% to 162% relative to
the all employee median. These patterns are néitaggd in the private sector, suggesting
that they reflect particular composition, pay ppland job design effects in the public sector
that have not occurred in the private sector. kangle, median pay for female part-timers
in the private sector remained at a similar lee@tive to all employees’ pay and top pay for
male full-timers in fact decreased in relative terin the private sector. This curious
segmentation of trends in inter-decile wage inaguallso raises questions about the
relevance of traditional economic theories of tkél-bias of technical change, given the
rather stronger evidence of rising inequality ia gublic sector over the last decade.

Figure 3.4. Pay distributions in the public/privagdectors (FFT, FPT and MFT), 2011
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Note: gross hourly pay excluding overtime for afioyees.
Source: specially requested ASHE earnings datad@fibr National Statistics), own compilation.

Figure 3.5. Trend in pay distributions relativeath employee median pay, 2002-2011
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Note: gross hourly pay excluding overtime for afioyees.
Source: specially requested ASHE earnings datad@fibr National Statistics), own compilation.

While lower levels of pay at the bottom of the wagjaucture in the private sector may
provide an incentive for outsourcing of public seeg, cost-led procurement may also be a
contributing factor to holding down pay levels. €zl procurement of relatively low-skill
activities may be one cause of the far higher ewod of low pay in the private sector.
Estimates from the ASHE pay data suggest the incelef low pay among all employees in
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the public sector is approximately 12% and in thegbe sector it is 32%. Among full-timers,
less than 10% are in low-wage work in the publict@e (males and females) but in the
private sector it applies to 31% of women and 18%men. The largest gap is among female
part-timers, with 27% low paid in the public secamd 64% in the private sector (figure 3.6).

Figure 3.6. Low pay incidence in the public andvpte sectors, 2011

|
MFT ‘

PP W

FFT ‘ ‘

Private sector

All _ ‘ M Publi¢ sector

0% 10% 20% 30% 40% 50% 60% 70%

Note: gross hourly pay excluding overtime for alioyees. Low-wage threshold is two thirds of madia
hourly pay for all employees (£7.95 in 2011). Iride is estimated using the available decile egsnilata and
assuming a linear inter-decile pay distribution.

Source: specially requested ASHE earnings datad@fibr National Statistics), own compilation.

Further interrogation at the occupational level female employees sheds light on these
public-private gaps. Figure 3.7 presents pay thgtion data for the three occupations (1-
digit level) — administrative and secretarial ocaiigns, personal service occupations and
elementary occupations, all groups facing activecprement decisions. In all three
occupations, relative pay among the lowest paidaferworkers follows a similar ranking —
public sector full-time, public sector part-timedatnen the two private sector groups. Among
higher paid workers within each occupation the nagkchanges significantly for the
administrative and secretarial occupation whereaferfull-timers in the private sector earn
higher pay than female part-timers in the publictse approximately above the 35
percentile.

Figure 3.7. Pay distributions for female workerglie lowest paid occupations (1-digit
SOCQC), relative to low-wage threshold, 2011
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The low-pay incidence gap among female workerh@sé¢ occupational groups is striking
and highlights the key role of public-private wagjferences as well as full-time/part-time
differences to varying degrees. Among personalisemccupation workers the key division
is public-private much like the overall sector difnces. Women’s pay in the private sector
is very similar all the way up the pay distributioagardless of full-time or part-time
employment status with close to two thirds of bgitbups in low-wage personal service jobs.
But among women workers in elementary occupatitespay pattern is different: female
part-timers in the public sector follow the patterhfull-timers in the private sector and
female part-timers in the private sector appearbéar a substantial pay penalty with
approximately 88% in low-wage jobs.

Table 3.3 compares pay for detailed occupationabgs for whom the introduction of
competition through procurement policy acts asnapairtant influence - care assistants/home
carers, and cleaners/domestics. Despite the fattbbth occupations might be classed as
relatively low skill — neither job requires a patiar level of educational qualification —
women earn a significant wage premium in the pubkkctor at all points of the pay
distribution. At the median point care workers edf% more in the public sector than the
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private sector and cleaners earn 16% more. Theipnens lower among the lowest paid
(bottom decile) at 28% and 3%, respectively.

Table 3.3. Public-private sector pay comparisonrscire workers and cleaners, 2011

Public sector % of private sector
D10 D25 D50 D90 D10 D25 D50 D90

Care assistants and home carers, SOC 6115
Allemployees £7.64 £8.72 £10.26 = £14.36 128.4%  138.9%  145.3% @ 144.9%
Female full-time  £7.83 £8.99 £10.79  £14.57 131.4%  143.0% 154.1%  148.5%
Female part-time  £7.42 £8.53 £9.90 £13.72 125.1%  136.5% 140.4%  139.3%

Cleaners, domestics, SOC 9233

All employees  £6.10 £6.45 £7.26 £9.72 102.9% 108.4% 115.6% 114.1%
Female full-time  £6.21 £7.16 £8.01 -- 104.7%  119.3%  123.2% --
Female part-time  £6.08 £6.38 £7.03 £9.03 102.5% 107.6% 113.8% 111.2%

Note: gross hourly pay excluding overtime for afioyees.
Source: specially requested ASHE earnings datad@fibr National Statistics), own compilation.

Research into the procurement practices that infeethese two occupational groups
provides a clue as to the reasons for the differémgublic sector pay premium. When local
authorities commission care services, public ameafe sector providers are typically not in
competition with each other since local authorityhouse provision is often focused on
higher skill ‘enablement care’ and most other caevices are contracted out to private and
voluntary sector organisations (Rubery et al. 20Higher public sector pay is the result of,
on the one hand, more limited competition for tpecsalist care services and, on the other,
trade union influence in shoring up decent payuglocollective bargaining agreements. By
contrast, studies of outsourcing of public sectearing point to a clear depressing effect on
pay from the procurement process arising from titenisive competition between the in-
house provider and external contractors. The datable 3.3 support the wage-dampening
competitive effects, especially at the bottom whikere is virtually no wage premium for
public sector cleaners, the result also of wealomrstrategies to boost low pay in public
sector pay agreements.

A range of studies have sought to interrogaterti@ications of government procurement for
pay and employment conditions of the public sewie®rkforce. Table 3.4 presents a
summary of findings.

Table 3.4. Summary of evidence of the effectsomiupement on employment conditions

Employment  Effects of procurement of public services Study
condition
Pay  Deterioration in manual workers’ pay following Ascher (1987); Bach (1989); Colling
transfer to private firm (1993); Escott and Whitfield (1995);
Unison (2000) Walsh and O’Flynn
(2000)

« Teams of workers in private firm experience a Rubery and Earnshaw (2005)
range of different rates of pay and payment
systems including protected pay (where TUPE
applies) and new firm rates

39



Work effort

Job ladders

Skill
development

Empowerment

Worker
commitment

Job security

Improvements in pay among transferred white- Kessler et al. (1999)
collar workers

Work intensification following transfer to private Kessler et al. (1999); Cooke et al.
sector firm (2004)

Transferred low wage workers face weakened Grimshaw and Carroll (2006)
bridges to more extended internal labour market
in public sector organisation

Improvement in perceived career prospects ~ Kessler et al. (1999)

Specialist private sector firms narrow range of Grugulis et al. (2003)
skills required in jobs and strengthen monitoring
of work effort

Multiple layers of control and authority, caused Rubery and Earnshaw (2005)
by involvement of multiple contracting partners,
reduce potential for worker empowerment

Emphasis on private sector profit-related valuesHebson et al. (2003)
conflicts with traditional public sector ethos for
some workers

Direct negative impact caused by redundancies Escott and Whitfield (1995); Walsh
associated with outsourcing and Davis (1993)

Negative qualitative impact on perceived job ~ Morgan et al. (2000), Rubery and
security caused by change in employer and ~ Earnshaw (2005)
recurrent contracting

Source: Grimshaw and Roper (2007: table 11.1).
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Part Two: Local government case study — multiple re  sponses to
downsizing, pay cuts and outsourcing

In part two of this report we present evidence fraroase survey of six local authorities to
consider three key questions concerning the imphatien of local responses to spending
cuts and outcomes for pay and employment conditions

» what were the practices used to downsize workers?;

* did local authorities implement the nationally inspd pay freeze and what other
changes were made to pay?; and

* how has austerity impacted on local authoritiegprapch towards outsourcing of
local services?

The analysis builds on the previous review of pulsiector pay reforms during the crisis.
Section 4 sets out the context of budget cuts @allgovernment. Section 5 traces the
changing dynamics of collective bargaining in logalernment and section 6 describes the
research method. Section 7 assesses the empwidanee against the three main research
guestions.

4. Budget cuts in local government

The year 2011-12 was the first of four years ohpkd cuts in local government revenues,
estimated to amount to a 26% reduction of the 2D Gvel by 2014-15 (Audit Commission
2011; 28% excluding fire and police); in real teyroee forecast estimates it adds up to a
40% cut excluding police and fire services — ‘umedented in modern times’ (Hastings et al.
2012: 13). In the first year alone, the real lewél funding to councils from central
government fell by 11.8% (£3.5 billion or €4.4 ti) and this combined with a drop in local
income of a further £1.2 billioft. This is significantly higher than cuts in otherepublic
services (Grimshaw 2012) and suggests the coaligomernment is targeting local
government for spending and workforce cuts. Thithes case despite warnings that on the
one hand the ongoing economic depression has semtedemand for locally provided
services due to rises in child poverty, youth uneympent, homelessness and repossessions
(Audit Commission 2010) and, on the other hand, agaphic changes are increasing the
population at both ends of the scale, among thg eldrand the very young - two groups that
also rely very much on local government services.

The impact of central government imposed austesigspecially severe because the UK is a
relatively centralised country (compared with tlomstitutional federations of Germany and
the United States for example) with limited tax apending powers at local or regional

9 The October 2010 comprehensive spending reviewosetuts in the central government grants to local
authorities (excluding schools) from £28.5 billiom 2010/11 to £26.1 billion in 2011/12, £24.4 kafi in
2012/13 and £22.9 billion by 2014/15 (Hastingsle2@12).
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levels. It has become more decentralised followilmg granting of devolved powers to
Scotland, Wales and Northern Ireland in 1997-98.Egland tax and social security policy
is almost entirely the preserve of central govemimmeaning that devolved and local
authorities have almost no control over their tdtatigets (Adam et al. 2007). Moreover,
since 1999 English local authorities have becomigiest to an unprecedented level of
external inspection and financial control from tentre (Lowndes 2002). During the New
Labour government, they benefited from large yeafr@ar increases in the level of central
government grants to local authorities but minstetained the power to limit council tax
rises and tightened controls on how councils sphat funding? Under the coalition,
spending cuts have been imposed alongside stragsymes on local authorities to look at
outsourcing a wide range of local government ses/and, with the passing of the ‘Localism
Bill', the granting of new legal powers to commuyngroups to take over services delivery,
among other reforms (since June 2012). The poltieeform have radically changed. Stoker
(2011) refers to ‘an anti-state vision of localismparticular ideological brand rather than an
expression of a consensual commitment to decesdtadn’. And Martin (2011) makes the
following argument:

‘Localism might be seen as a way for ministers @b gome distance in the voters’
minds between themselves and reductions in locaices. Whereas the Blair/Brown
governments handed local authorities additionalditugy in the expectation of
significant improvements in performance, Prime Miaer Cameron is offering local
government freedom from central controls in retfon doing the dirty work of
cutting services’ (p. 80).

4.1. Uneven distribution of spending cuts

The spending cuts are placing at risk a wide raofjdocal government services that
encompass schools, elderly care, social work, @okocial housing, libraries, parks and
sports facilities, fire service, waste and publiansportation (box 4.1). However, some
services are more at risk than others. Fundingdlcation, the largest item of expenditure,
is ring-fenced; the ‘dedicated schools grant’ pded by central government is fixed at a flat
nominal level and has to be passed direct froml lagthorities to schoofS. Cuts to other
services vary. A survey of single tier and courdyrcil local authorities’ spending plans for
2011-12 finds that adult social care is relativetgtected (median level of 2.5% cuts) while
planning and development services are being redog&8% (Audit Commission 2011: 27-
28); to date, councils have used the smaller sesvianctions (planning and development,
culture, housing) to make disproportionate contrdns to overall cost savings but this
increases the probability that future cuts will @aw target adult and child care services.

The main sources of funding for services excludialgication are the central government
‘Formula Grant’, specific grants that target soeammnomic needs of the local population, as

% For instance, central government increased thebeumf ‘ring fenced’ grants, especially in educatishich
accounts for almost 40% of local authority spendifigavers 2004).

L School reforms now mean, however, that most sshax@ funded directly by the Department of Educeiti
their new status as ‘academies’.
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well as various local revenues including councd ¢a local property tax) and income from
planning fees, car parking and commercial rentsdfACommission 2010: 14-16). Local
authorities have to adapt to substantial cuts i fbrmula grant and reductions and
withdrawal of specific grants. They also face rnestns on local revenue-raising powers
since the government imposed a two-year councifreseze during 2011-12 and 2012-13 and
instead offered local councils an additional grentover a 2.5% tax rise. The problem of
course is that the policy means a local sourceewénmue has been replaced by a central
government grant and councils are therefore moteevable in future to reductions or
withdrawal of the grant.

Box 4.1. Expenditures on services provided by W&llgovernment

Local government in the UK is responsible for tledivebry of a wide range of public services gnd

the direct employment of a diverse workforce. Tamgést expenditure item is education services,
including nursery schools, primary schools, secondahools and special schools. Social gare
services, including adult care and child care, anted for 17% of net spending in 2010-11. Other
major areas of spending include housing benefifice services and culture, environment and
planning (including museums, sports and waste cesyi Smaller areas of spending include
highways and transport, fire and rescue servieadral services and housing.

Figure 2.1. Total net current expenditure by sesyiengland 2010-11

Central services
3%

Mandatory housin
benefit \
15%

Culture, environmenty
& planning
9%

Highways &
transport
5%
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2%
Social care
17%

Source: ‘Statistical Release’ Department of Commmesiand Local Government
(www.communities.gov.uk/documents/statistics/pd22308. pdf).

The spending cuts are distributed unevenly actossountry depending on the structure of
the local authority and the local level of incomepdvation. Firstly, local authorities vary
between ‘single-tier’ or unitary authorities (mdstglish towns and cities and the whole of
Scotland, Wales and Northern Ireland), which delitree full range of local services, and
‘two-tier’ structures, which typically divide seogs provision in an area between a County
council and a larger number (between 4 and 14jnafller District councils; County councils
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typically look after schools, social services angblic transport while District councils
deliver services such as housing, sports and riegyclhe picture is complicated by a trend
of sharing services (eg. public transport, firevess) between unitary local authorities or
between a unitary authority and a county counaralfsis of spending cuts shows that the
smaller District councils experienced the largastpprtionate cuts during the first year of
austerity (16%) - primarily because they don’t reee¢he ring-fenced school funds -, Unitary
authorities and London boroughs experienced a metkwel cut (12%) and County councils
the lowest (8%) (Audit Commission 2011: table h).the smaller district councils, central
government funding only accounts for 39% of allerewes on average, while in the single-
tier structures it accounts for 69% because ofitictusion of the schools funding (Audit
Commission 2010: 31-33).

Secondly, there is substantial variation in income@rivation across local areas in the UK
and, because part of central government fundingesgned to reflect differences in local
needs, poorer areas are more dependent on ceov&ingnent funding and therefore harder
hit by cuts. One estimate suggests central govarhfa@ding accounted for 72% of local
government revenues in the most deprived areasa@upo 25% in the least deprived areas
(Audit Commission 2011: 14). Another analysis sholet change in revenue correlates very
strongly with the index of multiple deprivatithfor local areas in England — a correlation
measure of -0.89 (figure 4.2). The updated 201@xnshows that deprivation is strongly
skewed around the north-south axis of England mitine than half of the 10% most deprived
local areas concentrated in the north of EnglamaftfNEast, North West and Yorkshire) and
this rises to a full two thirds of the 5% most deed areas of England concentrated in the
north®® Local government cuts can therefore be expectedittahe north of England
disproportionately.

Figure 4.2. Change in revenue 2010-11 to 2011-1idgx of local deprivation (2007)

2 Collected by the government department of Comresiand Local Government, this index combines 38
separate indicators across seven domains of incemployment, health and disability, education,Iskénd
training, barriers to housing and other services,rim& and living  environment
(www.communities.gov.uk/documents/statistics/pdf1808.pdf).

% See update at www.communities.gov.uk/documentisfsta/pdf/1871208.pdf.
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4.2. Cuts in the local government workforce

Because the local government sector is relatiapuir-intensive, austerity has had, and will
continue to have, a major impact on the size of wioekforce. The costs of its directly
employed workforce account for almost half of atdl government expenditures (table
4.1)** Moreover, much of the remaining expenditures caverkforce costs in the private
and non-profit sectors through procurement corgrabis explains why only 27% of social

care costs cover the directly employed workforce.

Table 4.1. Direct employee costs as a percentag@talflocal government expenditure,

2010-11

Service Total expenditurein £ % spend on direct
thousand employee costs

Education 50,901 63.7
Social care 26,992 26.6
Central and other services 13,969 46.2
Police 12,940 83.2
Highways & transport services 8,515 15.6
Environmental & regulatory services 6,895 25.5
(waste, street cleaning, etc.)
Cultural services (museums, sports, 4,718 38.7
libraries, etc)
Housing services 3,467 22.7
Planning & development 3,390 37.5
Fire & rescue 2,250 77.4

24 Source: ‘Statistical Release’ Department of Comitiemand Local Government
(www.communities.gov.uk/documents/statistics/pd?2308.pdf).

45



Total local government expenditure 134,037 48.9

Source: ‘Statistical Release’ Department of Comniesiand Local Government
(www.communities.gov.uk/documents/statistics/pd22308.pdf).

In the four years prior to 2010 local governmenpayment in the UK fluctuated around 2.3
million. Then, from the first quarter of 2010 iasted to drop, from 2.25 million down to 2.20
million by the start of 2011 and then further at a@stelerating pace as local authorities
reacted to the growing budget pressures, leading tiwop of almost 200,000 employees
during the four quarters of 2011 down to 2.02 mli(first quarter 2012). The net change in
2011 is an 8.2% reduction in the local governmeatkiorce between the first quarters of
2010 and 2012.

The workforce cuts have affected women more tham fecause of women’s over-
representation in the sector. In England and Walesiled data show that two in three jobs
(67%) cut were women'’s jobs, amounting to 159,00€r ahe 2010-2012 period. Moreover,
women in full-time jobs were more likely to be affed than women in part-time jobs,
respective cuts of 12% and 8% (figure 4.3). Amorenjroverall job losses were less but in
fact the percentage cut was significant — a 15%rfahale full-time employment and 11% in
male part-time employment, some 78,000 jobs altegetMore permanent jobs were lost
than temporary/casual jobs, reflecting the greaser of permanent employment contracts in
local government, but the percentage change was sierilar during 2010-12 — 10% and
12%, respectively.

Figure 4.3. Job cuts in local government, by sed fai-time/part-time, 2006-2012 (England
and Wales)
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Temporary/

Total MFT FFT MPT FPT Permanent casual
Q12007 2,295,300 442,600 660,500 144,000 1,048,100 @ 1,936,800 358,500
Q12008 2,260,400 427,700 649,500 142,000 1,041,000 @ 1,926,400 334,000
Q12009 2,268,800 419,800 653,000 144,900 1,051,200 @ 1,931,500 337,400
Q12010 2,254,700 413,700 641,800 146,500 1,052,700 @ 1,925,100 329,700
Q12011 2,197,900 390,300 615,200 147,200 1,045,300 1,874,000 323,900
Q12012 2,017,800 351,500 564,900 130,900 970,500 1,727,800 290,000

Note: male part-time employment is excluded fromfigure due to their low level.
Source: ONS public sector employment data publishegd the Local Government Association
(www.local.gov.uk/web/guest/local-government-intgdincg. Author’'s compilation

The unevenness of job cuts by gender and full-pan@time is further illustrated in figure
4.4. Given women comprised 75% of the local goveminworkforce in 2010, they have so
far been slightly under-represented among employiesses despite experiencing the bulk
of job cuts. Most jobs lost were full-time and tthas caused a further increase in the
representation of part-time jobs in local authestiwhich by early 2012 accounted for more
than half (55%) of all jobs.

Because the public sector is often a very impoiantce of employment in local areas, these
nationwide job cuts can have substantial local tgarhe Audit Commission’s (2010: 53-
54) analysis estimates local government accoumtbdtween 4% and 30% of employment
across different localities — 16% on average, gigim 24% for women. The geographical
areas with high shares of public sector employraeatcharacterised by a weak local private
sector and therefore likely to suffer excessivetyrf austerity reforms, with especially severe
consequences for women’s employment opporturfities.

Figure 4.4. Composition of local government empleytriosses by sex and full-time/part-
time, Q1 2010 to Q1 2012 (England and Wales)

Q1 2010 workforce composition Share of job losses 2010-12

Female PT

Female PT, -35%

47%
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Source:Quarterly local government data from ONS, httpaiwlga.gov.uk/Iga/core/page.do?pageld=1955843

% The Audit Commission made the following warning2o0:
The map at Figure 16 shows the areas where womemaist dependent on local public service jobs.
Public sector job losses here may have a signifieapact on the economy of the areas. At worsy; the
might contribute to lowering consumer confidencethfer accelerating localised downward economic
spirals.(2010: 55).
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5. The changing dynamics of collective bargaining

Formal national-level collective bargaining oveypar local government workers developed
first for manual workers between the wars, follogvithe setting up of the National Joint
Industrial Council in 1919, and only gathered motaenfor non-manual workers during the
second world war years with a first agreement oifotm national pay scales in 1946 and
gradual inclusion of all local government workersidg the 1950s. A main obstacle was
limited organisation and participation among emplsy— a central employers’ organisation
was only established in 1947 (Beaumont 1992: 103332C 2003: appendix 8).

Reflecting its hesitant beginnings, the nationaligtire of collective bargaining has not
enjoyed a stable history (Beaumont 1992). The thtetion of local bonus schemes in the
1970s responded to evidence of low pay in locakgowment and recommendations from the
National Board for Prices and Incomes for incerstite improve productivity. The early
1970s also witnessed the first moves towards gomalvith an agreed rise in female manual
workers’ pay. The late 1970s was a period of majakes across the public sector and a
recommendation by the Clegg Commission that thieoelld be a linkage between the three
lowest manual grades in local government, the NhtSumiversities.

In the late 1980s the local authorities’ employedy consulted its members on the relative
merits of national and local pay bargaining. 198iessed a national dispute among local
government non-manual workers against employergpgsal to abolish all national grade

and age points and the exit of several local aitthoouncils from the national agreement.
The first was Kent County Council ostensibly inpesse to tight local labour market

pressures that required the freedom to pay highites rto recruit and retain. By the 1990s,
research by the trade union NALGO (now part of dn)sfound that around half of the terms
and conditions set for non-manual and manual werkere described as ‘national conditions
modified by local variations’ and only a quarteofamanual) and a third (manual) could be
described as ‘national conditions unmodified’ (Baant 1992: table 5.8).

The two bargaining groups of manual and non-mawmwoakers were finally brought together
in a national ‘single status’ agreement in 199%1red to as ‘The Green Book’ of terms and
conditions (see box 5.1). Its aims were to harmeonems and conditions for the local
government workforce, to set national pay spinesapply local flexibility in job grading
(using an agreed national job evaluation schenoegnsure pay structures were ‘equal pay
proofed’ and to encourage pay progression throaghttibution’ rather than simply seniority
(Perkins and White 2010: 249). The need to combaalepay was an especially significant
pressure for reform; the NJC recognised that whde of job evaluation is not a legal
requirement in the Equal Pay Act ‘a non-discrimimgtanalytical job evaluation scheme’ can
be used as a defence against an equal pay claigZ0005: 4.9.6)

However, three factors stalled progress in impleéingnharmonised conditions in local
government.

1. Unlike the subsequent NHS ‘Agenda for Change’ pgyeement (Grimshaw
2009), local government did not benefit from aduhiil central government
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funding to cover implementation costs (back-pay ttoose upgraded and pay
protection for those not). Instead the whole casl to be met from ‘efficiency
savings’ (Perkins and White 2010).

2. Employers and unions were already embroiled inidgatith hundreds of equal
pay legal claims by employees supported by ‘no marfee’ lawyers fighting for
back pay of up to six years. For Perkins and W{R&L0: 254) the ‘overriding
preoccupation with equal pay issues has compromiBedbasis for realistic
jointly negotiated agreements’; unions have sumggbdiaims for the maximum
compensation for individual members in Employmemibdnals, despite the
challenges these pose for the affordability linotshe employer, and employers
argued for legal force to collective agreementd (R@49-250).

3. 2002 witnessed a major strike by an estimated AW)OD0 local government
workers (mostly women workers) in support of a 6&y glaim, the first strike
since 1989 (LGPC 2003). The strike led to the distainent of a special Local
Government Pay Commission (LGPC) with the remievaluate pay conditions
for local government workers and identify the obkds to implementing single
status. Following the LGPC report the National §@aouncil specified a timetable
for implementing the new agreement with the finatcomes due by 2007 (box
5.1); however, by 2009 most local authorities hadl sot implemented
agreements (Perkins and White 2010).

Box 5.1. The ‘Green Book’ of harmonised terms amutltions for local government workers

The 1997 ‘single status’ agreement between th@mealtiemployers’ body for local government and

the trade union replaced the separate agreemantsiiemanual and manual workers and established
for the first time single-table bargaining in therrh of a new National Joint Council for Local
Government Services. It has been amended sevemnak.timost recently in 2007. As well as

harmonising terms and conditions, the national @gent drew up a national job evaluation scheme
that grades all jobs on a common basis (excludingfCfficers) across a single pay spine (points 4
to 31) and was designed ‘to incorporate the prieayh equal pay for work of equal value’ (p. 4.1.2

The National Joint Council (NJC) represents loastharities in the UK and their employees. |Its

principal role ‘is to reach agreement, based onshared values, on a national scheme of pay| and
conditions for local application throughout the UKY1.1). Furthermore its ‘guiding principles
include the support and encouragement of: highityuservices, well trained employees, employment
security, equal opportunities and promotion of fdsiaction, flexibility that serves employees and
employers and stable industrial relations, negjotisand consultation between social partners.

A key reform was the harmonisation of the full-timerking week to 37 hours. Previously nan-
manual employees worked 35 hours and manual woB&®urs per week.

In light of slow progress in implementing the nearmonised conditions (p.4.9.1) and followipg
recommendations from the Local Government Pay Casion report in 2003 the National Jojnt
Council agreed a timescale for implementation i@2€equiring local pay reviews to be ‘completed
and implemented by all authorities by 31 March 20@Z4A.7). The local pay reviews involve
implementation of a new pay and grading system @gosals for pay protection, premium rates,
progression and back pay, as well as an equalpp@trassessment and an equal pay audit.

While the new agreement is national it providessfmme conditions to be adapted locally. The ‘Green
Book’ separates terms and conditions in two pgotet two conditions’ are national provisions to pe

applied by all local authorities to all employeesered by the NJC; while ‘part three condition® ar
national provisions that may be modified by locabatiation. A full listing of these conditions |is
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provided below:

Part 2 conditions (national) Part 3 conditions (national with local modifications)

Equalities; official conduct; training & developnten  Pay & grading (local pay review and provisions for
health, safety & welfare; pay & grading; workinghg;  acting up); working arrangements (overtime and
leave; part-time & temporary employees (pro rata unsocial hours premiums or consolidated in a higher
conditions); sickness leave; maternity scheme; car rate of pay); sickness scheme; child care and
allowances; expenses; continuous service; notice of dependants; car allowances; payments in the e¥ent o
termination; grievance & disciplinary procedures; death or disablement arising from assault; meals &
union facilities; London & fringe area allowances accommodation charges; schools retained employees &
nursery employees

Source: The Green Book National Agreement on Pay and Conditions of Servicdy 2005, National Joint

Council for Local Government Services.

Box 5.2. The main social partners for local goveenin

e Threetrade unions represent the local government workforcein pay negotiations:

The lead union i$Jnison,formed in 1993 from the merger of three publictsetrade unions, th
National and Local Government Officers AssociatidALGO), the National Union of Publi
Employees (NUPE) and the Confederation of Healttvi&e Employees (COHSE). With 1,374,5
members, it is the second largest trade union enUK and the most representative of the pu
sector. Its largest membership is composed of Igogernment employees (over 50 per cent on
total), health sector workers (over 30 per centtlom total) and workers from higher educati
energy, water and the police. Unison representsda-mnge of occupational groups ranging fr
social workers, nurses and health care assistartketical and administrative staff. It is struetds
across 1200 branches with elected voluntary oBie@ro are responsible for local negotiations.

A second union i&Jnite, which is the largest union in the UK but représdawer local governmer
workers than Unison. Unite was formed in 2007 by therger of Amicus and the Transport &
General Workers’ Union. Altogether it represents72,995 workers across 23 industrial sectorg
local government, it represents workers employeda imiverse range of jobs, including est
management and maintenance, finance, administratiehicle maintenance, street lighting 3
community projects. With its relatively strong pease in the private sector, Unite represents
members in private sector companies that providsoouced services to local authorities. The th
union is theGMB, a general union with no formal demarcation of hership domain. It represen
601,730 workers across all sectors of the economy.

» Local authority employers are represented by one national association, the L GA:

The Local Government Association was created in71@8®en the UK local government refor
created unitary authoriti&s It is the national body that represents locahatty employers in
England and Wales, including all types of localhawity structures - county councils, metropolit
borough councils, London borough councils, non-opatitan district councils and unita
authorities. Separate employer associations exisg€otland and for Northern Ireland. The LGA
part of a wider Local Government Group that alsdudes the Local Government Improvement ¢
Development, the Local Government Employers, thealLaGovernment Regulation, the Log
Government Leadership and the Local Partnershipgoifat venture between the LGA ar
Partnerships UK). Within LGA there are Special tagt Groups representing groups of authori

like the County Councils Network, the Special IetrGroup of Municipal Authorities and UNISIG

which represents Unitary Authorities. The LGA pie$ a range of services to its members
facilitate consultations between employers and etraghions on issues such as pay, pensi
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% The unitary authorities combine the powers andtions attributed to councils of non-metropolitamties

and non-metropolitan districts. Unitary local autties in the UK have been mostly established @1B890s (46

between 1995-1998 and 9 in a second round in 200@&) body responsible of this restructuring wasttiee
Local Government Commission for England establisineder the Local Government Act of 1992.
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workforce issues and social partnership.
» Other relevant stakeholders:

The Public Sector People Managers’ Association (RPMepresents Human Resources and
Organisational Development professionals workinthiwithe public sector. Its membership consjsts
of HR specialists in England, Wales and Northeedalnd employed by a range of organizatipns
including local authorities (other than a parighyih or community council), police, fire and civil
defence authorities, as well as national and rediemployers’ organisations.

The Society of Local Authority Chief Executives (SECE) represents senior strategic managers
working in the public sector. Its membership consit local authority Chief Executives, Senior
Executives of local authorities (or other relatagjamisations), members of related Internatignal
organisations, past service members, public sgcamtuates, members operating in senior positions in
health authorities, police and fire authorities amehtral government. Beside its 1700 members,
SOLACE also consists of 26 business partners, i@ung company and one charitable foundatjon.

SOLACE promotes public sector management excellandeprovides professional development for
its members.

The Local Government Association Labour Group giveike to Labour councillors and activists
with the aim of influencing policy and political dsions through frequent individual and group
meetings between leading members and senior miigtke LGA Labour group has also a dedicated
office within the Local Government Association, fi#d by four permanent members of staff. The
LGA Labour Group has a leadership team of officelected annually from amongst all Labqur
councillors in the country, which directs the warkthe group. Other Labour councillors are then
appointed to the range of LGA boards, panels anthtigsions.

The Society of Procurement Officers in Local Goveent (SOP) advises local authorities across the
UK on the procurement of goods and services. Itesgmts 3,300 members and aims to develop and
share best practice and influence the nationatyelgenda.
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6. Research design

The research is based on a qualitative methodolomysisting of 23 semi-structured
interviews with key actors and analysis of relevdotumentation. The data collection
involved two stages of interviews. A first stageswesigned to collect national and regional
data on the current situation of pay policies agises procurement strategies in the public
sector and a second stage was designed to integrogganisation responses through six case
studies (appendix 2).

The first-stage interviews focused on the variesponses of local government to centrally
imposed austerity measures and their impact on @mmant and employment conditions.
They involved national and regional union officiiem Unison with responsibility for local
government, senior representatives from the looaéghment employers’ association (LGA),
as well as other individuals with expertise ontedaareas of public sector pay, including on
police pay and teachers’ pay. In more detail, ctdlé data relate to the following issues:

* local pay policies and differences across locahatties;

e procurement strategies in specific services (waslgerly care, school catering,
cleaning);

* impact on employment and workforce composition @ffamale, full-time/part-time);
and

* local negotiations/arrangements related to the plegeent of workers and staff
transfers to private/third sector employers.

On the basis of this first-stage data, a secongestd six case-study local authorities were
selected in two contrasting regions: three in tlogtiN West of England (North-West LA1,
North-West LA2, North-West LA3) and three in theuBo(South-East LA1, South-East LA2
and East LA1) (table 6.1). The sample is not ategdresentative but instead reflects the need
to investigate different responses in varying logalustrial relations contexts. The two
regions and six local authorities offer a very iating set of contrasts between the strength
of union representation, impact of spending cusels of income deprivation, suburban,
urban and rural areas and commitment to the ndtstnacture for pay bargaining.

This second round of interviews targeted threemeanformants in each case study: a Unison
official with knowledge of pay bargaining, a senldR manager and a senior procurement
manager. We also collected relevant documentatielated to staffing levels, pay,
procurement strategies and employment conditionsddtail, the following data were
collected in each case:

* local authority structure, including the influenoé central government budget
decisions and discretion to raise other local raesn

» workforce composition and staffing trends;

* industrial relations and pay arrangements, inclydihe structure/strategy of
employer/management, degree of union influencel$eaf decision-making;

* impact of pay freeze;
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Table 6.1.

pay setting — national/local influences in pay deieation; pay scales/pay levels/
entry wages for main occupational groups (valueexternal/ ‘market-facing’
benchmark for setting pay);

overall assessment of trends towards procuremeldcaf government services,
central government reforms and local strategy td&@rocurement of services;
local influence of labour market rules on procurat{@ UPE, 2-tier code); and
pay/procurement issues with respect to the fogetaservices.

Characteristics of six case-study l@ghorities

Council type Local Palitical Workforcesize
population balance

North-West Metropolitan 498,800 Labour 8907
LAL borough

(unitary)
North-West Metropolitan 308,800 Labour 1859
LA2 borough

(unitary)
North-West Unitary 327,300 Conservative 12281
LA3 authority
East LAl District council 125,700 Lib Dem/ 1010

Labour

South-East County council 1,427,400 Conservative 12,652
LA1
South-East Unitary 239,700 Labour 3,888
LA2 authority
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7. Case-study findings
7.1. Spending cuts and job cuts

All six local authorities have implemented a pragnae of job cuts, ranging from 6% at East
LA1 city council to 30% at North-West LA1 city cocdihin terms of the target, or actual,
percentage reduction of posts (excluding schoothtes) (table 7.1). Most interviewees
agreed that local government has been unfairlyetathfor spending cuts, largely because of
a public misperception about what council workextsially do:

‘Everybody hates council workers and they all ththkey are overpaid pen-pushers
doing nothing. When you actually analyse what npesiple do as a job, most of them
are essential front-line workers’ (Unison 5).

‘You really get attacked for efficiencies and evbmyg you do is scrutinised. You've

got to be whiter than white, which is right whes public money but you get such a
bad press don’t you about, you know, fat cats aal@overnment ... and you look at
the pay you get in local government compared topiiivate sector...” (North-West

LA3 17)

At East LAL, spending cuts were far less severa tha North-West LAL. Like other local
authorities North-West LA1 had in fact already aanced workforce cuts prior to the 2010
budget — a ‘transformation programme’ involvingsct 1,000 FTE posts and £35m labour
cost savings. However, this was dramatically reliseearly 2011 in light of the council’s
new funding settlement from government leading tevaésed target of 2,000 FTE posts and a
doubling of labour savings (document). The resglthange in workforce by headcount was
3,732, from 12,639 to 8,907 (March 2010 to March20A strong emphasis was placed on
reducing management posts — a target 41% redustiene the feeling among managers was,
‘we know we can continue those services by takugneanagement layers without detriment
to those services’ (North-West LA1 4).

A key problem for all authorities is that this @mt round of job cuts only achieves part of
the cost savings needed over forthcoming yeard\Ndkth-West LA2 where close to one in
five workers had already been laid off this geretat24 million of an anticipated total of
around £60 million savings. More radical downsiziagherefore likely:

‘We’'ve probably exhausted, bar a few hundred, asynpeople as we can afford to
leave. ... So each department is going to haveview everything it does and review
those [services] against [the question] do we sgimpg them? ... We have got to find
the money from somewhere and if it can’t be throlegs people the other options
need to come higher up the agenda’ (North-West L3R

There is significant variation in the practice tdfs downsizing. Two councils, North-West
LA1 and North-West LA2, used voluntary redundanig &oluntary early retirement and the
other four councils added compulsory redundancthi® mix. Both North-West LAL city
council and North-West LA2 have an informal custoyraractice, agreed with unions, of not
using compulsory redundancies. The practice has laeered to during the period of
downsizing according to Unison officials intervieidve
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‘They say we’'ve never had a non-compulsory reduogldscheme] but we have

always insisted it's a voluntary scheme and it besn used as a voluntary scheme so

we’ve always got around it on that basis’ (NorthatMeA2, Unison 7).

Table 7.1. Employment downsizing and compensateasunes in six local authorities

North West East and South East ‘
North-West North-West North-West East LA1 South-East South-East
LA LA2 ~ LA3 LAL ~ LA2
Workforce 30% over 24| 18% over 18| 8% over 24 | 6% over 12 14% 27%
reduction months months months months (14,719
(headcount (12,639 (5,941 June | (6,520 March| (1,079 April March
excluding school| March 2010 2010 to 2010t0 6,028 2011 to 2010 to
teachers) to 8,907 4,873 Dec. | March 2012) 1,010 12,652
March 2012) 2011) March March
2012) 2012)
Use of No, applies a No, applies a Yes Yes Yes Yes
compulsory customary | customary
redundancy? practice of practice of
non- non-
compulsory | compulsory
redundancy | redundancy
Redundancy 3 weeks’ pay Yes Double the Yes (no Yes --
compensation per year of statutory but ceiling)
equivalent to service, capped at 52
statutory capped at 30 weeks
regulation?”’ weeks
Redeployment Yes plus job Yes No, dismissal Yes Yes No, dismissa
policy? flexibility &re- & re-
engagement engagement
on new on new
contract contract
(leading to (leading to
strike actior) strike actior)
Pay protection 3yearspay| 1yearpay | 6 monthsfull| 1yearfull | 3years pay --
for redeployed protection protection pay pay protection
capped at | protection, 6| protection,
£2,000 (but | months half | 2" year half
payments up pay
to £4000 cap protection,
in 2012) 3% year
25% pay
protection

2" Employees with two years’ or more continuous senare entitled to a redundancy payment whether the
redundancy is compulsory or voluntary. Statutouredancy payments are based on a) the age at theda
termination of employment; b) the length of conting service (counted in complete years), subject to
maximum of 20 years; c) the final gross (actuadeily pay'. The government sets a statutory maxirfaurthe
calculation of 'a week's pay' that is £430 witheefffrom 1 April 2012. The statutory redundancy rpant is
calculated for each complete year of service: 1jouihe age of 21- 0.5 of a week's pay; 2) betwzzand 40
years old- 1 week's pay; 3) 41 years old and ol@iér-of a week's pay. No more than 20 years' seran be
used in the calculation, which means that the mawrinstatutory redundancy payment is currently 205 1
weeks x £430 = £12,900.
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We were unable to collect data on the share ofn@alocies that were compulsory. A survey
of UK local authorities reported 32% of redundaadie England and Wales during 2010-
2011 were compulsory. There was significant redioaaation, reflecting strength of union
organisation, among other factors, with the lowest of compulsory redundancies, a 15%
share in the North West, and the highest, 60%herSouth East (LRD 2012).

During this period of instability and uncertaintwo councils — North-West LA3 and South
East LA2 - took the controversial and questionalddg of announcing a wholesale dismissal
of their workforces in order to re-engage everyonéo a new employment contract with
changed terms and conditions. This policy measameparallel to the downsizing exercise
and it provided an effective way, from a legal pexgive, of ensuring savings could be made
by reducing some of the terms and conditions of leympent. At North West LA3 this
involved the dismissal and re-engagement of apprataely 8,500 staff (including school
support staff) onto a new contract that includedaaise enabling performance-related pay
and abolished pay premiums for weekend working agmether conditions (see below).
According to Unison officials, signing the new c@ut was in practice the only option
available to employees:

‘Well you didn’t have to sign them but if you didryou were dismissed. And if you
tried to sign them under protest or say you wegeisg under duress they were sent
back to you and told that’s not acceptable — eiyloer sign them with nothing else on
the paper or if you sign under duress we’ll treati yas if] you haven't signed it’
(Unison 10).

For many staff who remained in employment, fouthef six councils used redeployment to
reorganise employees into new posts. This generadjyired a high degree of flexibility in
job moves and was especially evident at North-Viiadt in the form of a specially tailored
redeployment scheme that predates the austeri; the measure was agreed with trade
unions and requires a substantial commitment ancongcil workers to flexible job moves
whether or not their post is retained.

Whatever the form of redeployment, all councils lggmay protection for those employees
moving to a post at a lower level of pay (no infatian available for South East LA2). A
norm of three years pay protection for redeploydf appears to have been widely applied
during the 1990s, but many councils have moved awnay this, especially in preparation
for the current downsizing. Only two of the fiveurwils for which we have data have
retained this level. North-West LA2 reduced payt@cton to 12 months and initially
imposed a new cap of £2,000 per employee. Howeaftar lobbying from unions and an
internal equality audit, managers increased thetedp!,000 ‘as a one-off’ ‘because we felt
[the salary reductions] were more drastic than \ad hnticipated’ (North-West LA2 13).
Also, North-West LA3 reduced pay protection to swonths full pay and six months half
pay. Again, the union identified female workers evérsing most - in this case care workers
were identified as losing up to 15% of their payu@cil managers compromised for the
reduced terms and conditions by paying a lump sorauat to compensate for six months
lost earnings (amounting to £2-3,000), describethbyunion official as ‘a very poor buyout’
but the only offer on the table.
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7.2. Pay freeze? Differences in local forms of legi  timation and trade-offs

Despite the fact that local government lies outdiue direct control of government, the
National Joint Council negotiated a pay freeze year earlier than other parts of the public
sector, starting in April 2010, and this contindeda second and a third year through 2011-
12 and 2012-1% In principle, this means local councils in Englaidales and Northern
Ireland apply the same pay levels as defined inrthgonal pay spine in April 2009,
extending from a minimum annual salary of £12,12&30 per hour). For the employer side,
government imposed pay discipline is a welcome raeigim to assist councils in achieving
local spending cuts. For the main union, Unisorg fay freeze is unwelcome but any
national agreement is better than multiple locaéaments that risk de-recognition of unions
(Unison 2). The following quotes are illustrativietioe respective positions:

‘For three years, we have been able to nationadlgffect, save councils money by
not adding to their paybill and ... allowed cousadib say to their own workforces, ‘I
know it’s terrible, it's those nasty people in Lamdwho won't give you a pay rise”

(LGA 9).

‘The prize for us is implied recognition, becau$aeh@ National Joint Council, if the
bargaining machinery were to go, then | have abslylno doubt that we would be
de-recognised in quite a number of councils’ (Unig.

Among the six case-study local authorities, foupased the three-year pay freeze as
required by the national agreement, South-East &pdlied a pay freeze for two years (April
2010 and April 2011) but agreed a 1% increase inl 2012 and South-East LA2 imposed a
pay freeze in 2010 and a pay cut in 2011 (tabl¢. B&uth-East LAL is distinctive since it
withdrew from the national pay agreement in 1988 has since operated its own local pay
arrangements - jointly with unions since 2004 failog a period of derecognition. This was
the main reason for its selection as a case sttalgxplore the situation that applies in 38 out
of 74 local authorities in the south east regiomilgvall 41 local authorities in the North
West are signed up to the national agreement, drdata).

South-East LA2 is one of only a handful of localtensities in the country that cut pay during
2011-12 — on a sliding scale from 5.5% for workeasning more than £65,000 to 2% for
earnings between £17,000-21,000 (and no changeafmings below £17,000). The method
was controversial since the council dismissed ralpleyees and obliged them to sign a new
employment contract on the lower rate of pay. Umismd Unite have subsequently filed
around 1,000 unfair dismissal claims and coordohaeseries of targeted strikes, including
waste services, cleaners and social workers amtmgy services. A change of political

control in the May 2012 elections led to a decigmreverse the pay cuts.

But local councils are not expected to restricirthay policy to the implementation of frozen
national rates. The national agreement anticiptiteee fundamental features of local pay
policy, decided through joint negotiation with ung First, each local authority is able to

% |n February 2012 the unions requested the pales®int be referred to the independent conciliasiervice
ACAS in response to the employers’ refusal to makgay offer. However, the employer side declinea th
request arguing ‘it would be irresponsible to leavencils exposed to potential expenditure thay theve told
us they could not afford’. (LGA letter to unionsyww.lge.gov.uk/Ige/dio/15980967).
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determine through a local job evaluation wherdates its staff on the national pay spine. Of
interest to our analysis is the fact that this nsetirere is scope for local variation in the
setting of the lowest, entry level rate of pay.f&iénces in the negotiated bottom rate of pay
are likely to reflect political differences in timeed to provide some form of legitimation for
the radical programme of job cuts and the detetimmaof real wages.

Table 7.2. Pay policy at national and local levels

NATIONAL North-  North-  North-  East South- South-
PAY West West West LA1 EastLAl EastLA2
AGREEMENT LA1 LA2 LA3
Council applies -- Yes Yes Yes Yes No Yes
national pay-scale?
Date of Agreed in 1997 2005 2008 2002 2004 2003 2000

implementation of
single status pay

agreement?

3-year pay freeze? Yes Yes Yes Yes Yes  Yes 2010-Yes 2010-

(2010-2013) 12, pay 2012, then
rise of 1% pay cut of
2012-13  2%-5,5%

Low pay No No Yes No No No Yes

supplement? (£250
for earnings < £21k)

Minimum £6.30 £7.00 £7.20 £6.30 £7.20 £6.75 -
collectively agreed per hour ‘living

hourly wage (2012) wage’

Seniority -- No Yes Yes Yes Yes (PRP No
incrementsor PRP (PRP only)

during pay freeze? only)

Second, each local authority is expected to coaisita own system of pay bands or pay
grades, using the national pay spine as the mérerece for pay points, and to decide what
principles ought to regulate pay progression. Tét@nal agreement leaves open the question
of how many pay grades a council ought to applyevan as to whether there ought to be a
pay scale for each grade or a single fixed ratpayf (a ‘spot rate’). It supports relatively
short pay scales since this is said to be moreedigvith the goals of gender pay equity, and
also recommends incremental progression based aonabination of seniority and
‘contribution-based pay progression’, including fexample pay rises in reward for
acquisition of skills or qualifications (NJC 200%art 4.9). Local discretion extends to the
guestion as to whether or not councils ought tooorpay increments during the period of
pay freeze, as well as whether or not they shifayalvom automatic seniority-related pay
progression (see table 7.2).

A third issue involves a sub-set of terms and doms — so-called Part 3 conditions -, which
are purposefully designed for adaptation at loeaél (see box 5.1 above). These include the
core conditions of pay premiums for unsocial ancerome working hours and car
allowances. At stake is the degree to which sonsadts have reduced terms and conditions
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in a context of budget cuts, despite the penaitrgmsed on workers with a high share of
unsocial working hours or reliant on overtime in@rar car use. We consider these
dimensions of local variation in the following aysik.

Legitimation by paying the lowest paid more?

The government’s public sector pay policy was aqeamed by provision of an annual
payment of £250 to employees earning less thar08@1in 2011 and 2012 (see Part One).
However, the Local Government Association maderdleay were not obliged to follow this
policy: ‘local government pay remains a matter fime collective bargaining between the
national employers and trade unions through theéoNal Joint Council’ (cited in IDS 2012:
57). Behind this public statement, our interviewseal three problems from the employers’
point of view:

1. government did not discuss or consult with the Ldsavernment Association
prior to its announcement;

2. government did not realise the significant impattloe paybill for councils given
that close to 70% of the local government workfoeaned less than the
threshold salary level; and

3. local councils for the most part ‘have absolutebypmoblem recruiting into those
lower paid, lower skilled jobs’ (LGA 9).

Failure of the employer body to approve the awdrthe £250 low pay supplement directly
conflicts with the unions’ stated objective of imoping the position of the lowest paid,
especially in light of evidence that local govermmnevorkers are lower paid than other
comparable workers in the public sector and thit glap has widened since 2010. For the
year 2012-13, the collectively agreed national base is £6.30 per hour, more than 10%
lower than the bottom rate of £7.11 for workergha National Health Service, and only 22
pence above the statutory National Minimum Wag€@&08 (figure 7.1). Also, one in four
local government workers earned less than £6.680 compared to a threshold of £7.66
for all public sector workers (Kenway et al. 2012).

Among the five case-study councils (no pay infoioratfor South East LA2), only one
(North-West LA3) has stuck with the base rate of gat is set in the national collective
agreement. The other four have eliminated one aermbthe bottom pay points and recruit
workers at a higher rate of pay (table 7.2). Ouadaggest the decision to uprate base pay
was not a response to local labour market facionss is clearly evident at the two North
West councils where both councils face high lewvaldocal unemployment and limited
problems of recruitment. Two other factors are sigel First, a higher base rate was believed
necessary to address evidence of poor living stdsdand high levels of economic
deprivation among the lowest paid local governnweoitkforce; three councils (North West
LAl and LA2, East LA1l) also aimed to set a wageddad for employers in the local area,
although to date none include wage conditions atrement contracts (see below). Second,
the higher base rate was believed by some man&gdrs appropriate compensation for a
downsized workforce obliged to work harder. Thexend evidence that higher rates of pay
were traded off with job losses.
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Figure 7.1. Trends in the local government natiobake rate, the NHS national base rate
and the National Minimum Wage, 2004-2012
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Source: national agreements and Low Pay Commission.

Our evidence fits with wider developments arouné ttole of local government in
introducing a living wage, a voluntary measure twairage payment higher than the
statutory national minimum wage. The area that had the greatest impact to date is
London, where a voluntary living wage was introdiiéar local government in 2005 at £6.70
per hour and increased by the Greater London Aityhevery year since, including the years
of spending cuts since 2010, up to £8.30 in 201@&wvéVer, not all London councils have
volunteered to pay the living wage. And those tth@at do not necessarily extend the pay
practice to their subcontractors; data for May 26fkdw only 5 out of 32 councils require all
subcontractors to pay a living wagelt has nevertheless been a popular measure aoe sin
its introduction by a Labour party Mayor has bebampioned by the current Conservative
party mayor who claims to have presided over aetfioll increase in the number of
employees who benefit from a living wagje.

Of the five case-study authorities, two (North-WeA2 and East LA1) introduced a living
wage in 2012 — the accepted outside-London rafy &0 - set in collective agreements for
2012-13. This living wage is some 14% higher tHaartationally agreed base rate for local

29 \www.bbc.co.uk/news/uk-england-london-13266095.

30 www.mayorwatch.co.uk/mayor-announces-increasesiion-living-wage/201114673.

31 Estimated by the Centre for Research in SociakPalt Loughborough University (see Hirsch and Moor
2012).
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government workers. Moreover, in its pay policytet@ent submitted to government North-
West LA2 council commits to ‘become an advocatexdiving wage’. In addition, North-
West LA2 is the only one of 41 local authoritieshe North West region (and one out of just
four across the country) that in 2011 and 2012 gadE250 low pay supplement to workers
earning less than £21,000. The decision was diresttociated with longstanding work by
the Labour group within the council to address cthploverty, but involved rounds of
negotiations to win the collaboration of school gwming bodies (since schools have
autonomy over their budgets) and benefited by litsnotion by Conservative and Liberal
Democrat leaders in the run-up to local councitibas.

‘The Labour group at the time ... were taking répdo committee in relation to child

poverty and the poverty situation on the [North-¥Me&2]. So we started talking to

the Labour group in relation to getting them toegtahe £250 for those people who
were earning £21,000 and less. ... If you are abalit poverty, if you're real about

child poverty, you've got to have a decent livingge to do the things that you need
to do with children, etc. ... That's how we bougfto it. ... | just thought there’s an

opportunity here. They're talking about child payeret’s test them. ... Let's see

what they want to do about it.” (Unison 7).

The £250 payment is not consolidated into the galaor is it pensionable, but the council
paid the tax and national insurance so that thé® #2&s the net payment, pro rata for part-
time employees. The HR manager interviewed argbatiwhile the pay decisions were in
part ‘political’, they were justifiable in a conteaf downsizing — ‘We are starting to get very
stretched in terms of the number of people wedet@we are putting quite a bit more on our
staff ...” (North-West LA2 13).

At East LA1 city council, prior to its agreement afliving wage in 2012-13 it uprated the

base rate to £7.04 as a result of a wide-rangifuymeof the pay, terms and condition of all

staff agreed in early 2012, following negotiatiomgh unions. The review of the local pay

structure sought to minimise overlapping bands ahdrten the length of bands (to a
maximum of six pay points) to reduce the risk ofi@gpay anomalies. During negotiations,

three options were considered — to remove the upg@gipoints in each pay band, to remove
top and bottom pay points or to remove bottom pamtp. The agreement eliminated the
bottom pay points in all nine pay bands (rangimgrithree to seven pay points) such that ‘no
member of staff will be affected by a pay losshett point of assimilation to the new bands’

and nearly one in four employees gain (Council doent). For the lowest paid on the bottom
pay band there are six pay points starting at £7#&qdivalent to the sixth pay point on the
national pay-scale.

North-West LAl council increased its base rate @y ;m 2009, prior to the national pay
freeze; at £6.84 it was more than £1 higher thartlibn national minimum wage of £5.73. It
was estimated at the time to directly improve thg pf 851 mostly part-time workers at a
cost of £87,006% In 2012 the rate was increased to £7.00, 11% hitjffan the nationally

agreed base rate. Managers were focused both emptct in addressing local levels of

32 North-West LA1 DocWeb 1.
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poverty and its positive effect on staff retentidmis included research into the impact of
higher pay on staff turnover in the council’s catgrunit:

‘In 2008 ... turnover in [the catering unit] rangbdtween 15 and 25%. Because
basically what people were doing was thinking | gah the same amount of money
doing hours that | choose somewhere else ... Pegple‘'Well | can get the same
money there, | can pick my hours’. ... When youtdacin the disruption to
scheduling, service planning, arranging cover, atida, training people — so we pay
a bit more. Turnover currently stands at somethkey7.6%.” (North-West LA1 4).

Unlike the other five local authorities, South-E&#tl does not abide by the national pay
agreement. Since 1989 it has set pay and othes ta@nich conditions entirely at the local level,
jointly with trade unions, and therefore pays umeidacally determined rates of pay. The
bottom pay band starts at £6.75, higher than thiemad base rate, and extends to £7.38.

The exception among our non-representative sanifpsxdocal authorities is North-West
LA3 council which has stuck with the national baate to the consternation of the Unison
official: ‘Ours is still the national level [basate] which is £6.30 and the actual [statutory]
national minimum wage is catching us up. If [thenimmum wage] goes up 5% we will
probably have people on the minimum wage becausthefpay freeze.” (Unison 10).
Because four local authorities were recently cadatéd to form the new unitary local
authority in North-West LA3, some of the lowestgare on protected pay rates because one
of the district councils had abolished the bottamrfpay points and used a base rate of
£6.84. However, pay protection runs out after thyess.

Local variation in awarding pay increments and perf ormance-related pay

The conventional pay scale involves automatic, séwgirelated progression up a pay band
as defined through local job evaluation. Followittge 2004 national implementation
agreement, local authorities were encouraged tsidenapplying a combination of seniority
and ‘contribution-based pay progression’. The matily agreed three-year pay freeze also
left open the question of whether or not councilghd to honour pay increments in councils
where employees were entitled to automatic segioeiated pay progression within their
pay band. Payment of increments provides a potBnsagnificant boost to pay at a time
when the national pay scale is frozen; across it fen pay points, each increment
represents an average 2.6% rise in gross pay. Howeayment of increments is
conventionally restricted to the first few yearsaofindividual’'s employment; once at the top
of a pay band for a job position there is no furthretittement to incremental pay progression.
Thus, while a joint LGA-Audit Commission (2011: 3T7¢port identifies 72% of local
authorities as rewarding staff through automaticuah increments this needs to be weighted
by the proportion who benefit in practice.

Four of six case-study local authorities continuedaward pay rises on the basis of
incremental or performance-related progressionngutine period of the national pay freeze
(table 7.2). However, in councils where pay bandsralatively short, such as North-West
LA3, around half of the workforce is estimated ® faid at the top of their pay band and
therefore received no pay rise during the pay #eazthe last three years (Unison 10). By
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comparison in East LA1, where each pay band avsrsigepay points, around 40% of staff
are at the top of their pay band (public documenuary 2012). In the five local authorities
that use pay bands with identified pay points,ahapply a hybrid system that involves some
time-served pay progression and some subject terfarmance or competency test. Only
North-West LA2 council does not link pay progressio a performance test.

Both East LA1 city council and South-East LAl cquabuncil link pay progression entirely

to an annual performance appraisal. East LAl imphged a new pay banding structure in
2012 and progression up the ladder of incrementirweach band is entirely contingent
upon passing a performance review, the terms oflwivere agreed with trade unions.

Unlike the other five authorities, South-East LAdshabandoned pay points within defined
minimum-maximum pay bands. Since 2010 it has appdaall staff on a four-step ranking

and adjusted pay rises according to the budgetadlaiand the distribution of staff across
rankings. In 2012 it awarded the 1% of staff whaeneelow expected performance a 0% pay
rise, the 80% of staff who achieved their targe#®d, the 18% who were above their targets
3.0% and the 1% who were judged outstanding 5.00tit{SEast LA1 21). The pay rises

awarded in April 2011 were 0%, 1.7%, 2.5% and 3.8%pectively. Staff at the top of their

pay band (estimated at around one third of the dbuwmorkforce) are awarded a non-

consolidated pay rise in order that their pay remaithin the maximum threshold.

Local variation in supplementary pay premiums

All six local authorities have adapted the natibnalgreed terms and conditions for pay
premiums for working unsocial hours and/or overtint®me have implemented a new
structure, such as North-West LA1 where a pay puemis attached to a workers’ total
weekly pay, depending on the degree and frequehapsocial hours worked, rather than to
the precise number of unsocial hours worked. Othexrsee marginally reduced the rate of
premium, such as East LAl where the time and a praiium for Saturday work was
reduced to 1.4 (table 7.3).

The most radical change was imposed at North-Wés3 where all 8,000 (approx.)

employees were dismissed and re-engaged on newact:that removed pay premiums for
Saturday and Sunday work, public holidays and awert From the union perspective, it
unjustly targeted some of the lowest paid workerspoint belatedly recognised by the
employer:

‘Of course, those sorts of frontline payments [prem pay for unsocial hours
working] were mainly paid to lower paid staff — eastaff in particular, street
cleaners. These people who work early mornings awerc 24 hours a day in
residential care and things like that. ... A lotlé care staff were losing up to 15% of
their pay’ (Unison 10).

‘Obviously the budgets have been set now. ... litwe our staffing committee about
a month and a half, two months ago, and the staffommittee had sympathies with
what they were saying that it's the women and l@am ghat it's affecting. However,
there wasn't the budget to pay for it any more O(td-West LA3 17).
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The result was a series of strikes during early22@ne compromise was a one-off payment
to care workers to compensate for loss of earnowgs a six-month period. However, they
had to sign the new contract in order to benefidcadkding to Unison this was a strategy to
ensure the group of workers most affected by traditedn of premium pay signed the new
employment contract. The unions’ counter-positi®rio reinstate pay premiums of 25% for
weekends and public holidays (except double timeClaristmas and Boxing Day). Because
this was costed at approximately £500,000 per anriumas rejected in May 2012 by
Councillors*®* The HR team and unions are in ongoing discussionsrder to identify
alternative savings to finance the pay premiums,sigial dialogue has undoubtedly been
hampered by the experience.

Table 7.3. Local changes to terms and conditions

NATIONAL North- North-  North-West  East LAl South-East  South-
AGREEMENT  \est LA1 ~ West LA3 LA1 East

LA2 LA2

Pay Recommends Hybrid: Seniority- Hybrid: Pay Full PRP: Full PRP: Hybrid
progression a hybrid Progress to related: increments  incremental differentiated
system of top New subject to pay percentage
incremental increment  appraisal satisfactory progression rise based on
progression  within system performance; subject to 4-level
based on a grade but no Full PRP in  performance performance
combination  subjectto  link to planning test appraisal
of seniority competency pay stage
and test
‘contribution-
based pay
progressiorn’
Unsocial Sat (x1.5) Simplified  Sat(x1) Sat (x1) Sat (x1.4) Same as -
hours to 4 bands national
premiums E)I\J/\?egélrjgi’d))(z (6.7%, Sun (x1)  Sun (x1) Sun (x1.8) agreement
10%, 15%, Night Night (x1.2  Night (M-F
Night (M-F 20%) (x1.2 22.00-06.00) x1.3 23.00-
x1.33 20.00- 20.00- Evenings (x 07.00)
06.00) 06.00)  1119.00- Public
Public holiday Public 22.00) holiday (x2)
g;fz) plus time- ?lel)day Pul_alic
holidays (x1)
Overtime Mon-Sat Same as Alldays  No premium No Mon-Fri
hours (x1.5), national (x1.5) premium for (first 2 hours
premiums  Sundays & agreement over 36 Mon-Fri x1.33,
public hours (07.00- remaining
holidays (x2) Low paid 23.00) x1.5)
(Bands Sat (x1.5)
A/B) x2
(Sun and Sun (x2)
public
hols)

33 North-West LA 3 Doc 1.
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Car Annual lump  No change Change Reduced No change Abolished
allowances  sum plus from 1 to VAT entitlement funds for
mileage rate  April 2009  only to lump sum essential car
for ‘essential and casual users
users’; mileage rate
mileage rate set at HMRC
for ‘casual rate of 40p
users’

Notes: 1. Sourced from NJC ‘Green Book’ (2005),94®.23.

Source: National agreement conditions from NJCy(2005) ‘Green Book’ National Agreement on Pay and
Conditions of Service.

7.3. Outsourcing local government services

Local government has witnessed considerable infmvat the form of services delivery in
recent years. Procurement of services from theafwiand voluntary sectors has been pursued
to differing degrees across all local authoriti@#ofving the 1988 Local Government Act that
required Compulsory Competitive Tendering, followedhe 1990s by government policy of
Best Value. Most contracts procure narrowly defisedvices, such as waste disposal, IT
services or building cleaning, but some involveatggic partnerships’ where a private sector
partner is contracted over 10 or 15 years to takpansibility for a bundle of services. There
are also various types of public-public partnershipr the delivery of ‘shared services’,
typically involving neighbouring local authoritiesharing provision of back-off services or
frontline services.

Further innovation in organisational forms for tihelivery of local government services is
anticipated following the results of ongoing pilatearged by government to implement
‘Neighbourhood-level’ and ‘Whole-place’ Communityuégets; one of the six case studies,
North-West LA3, was selected as one of four autlesrifor the pilot. The government

expects that these initiatives will foster ‘radicapproaches to local service delivery,
including better and more integrated commissioniagfurther open up public service

delivery, as well as payment by results approacheséreas should identify the role of the
private and voluntary and community sectors in rthgartnerships and demonstrate a
commitment to work with a range of new partners they emerge and develop’

(HMGovernment 2011: 22, 26).

Another current initiative is public services delily through mutual, or cooperative,
organisations, involving the launch of 12 pilots2@10 and a second wave in 2011 with the
aim of identifying the type of government suppatjuired to boost employee-led mutuals.
As part of the discourse of ‘building the big sdgie mutuals are expected to be one
dimension of the government’'s drive to empower llocammunities to deliver public
services. The 2012 Localism Bill provides two neghts — ‘a community right to challenge’
and ‘a community right to buy’ that provide new paw for local groups to express an
interest in providing a service and to own locakess. Of course, under European
procurement rules, once the service area is opénednnot be restricted to the social
enterprise sector (APSE 2011). Moreover, despkerlietoric of employee ownership and
giving employees a stake in public services dejivénere are suspicions that co-ops are a
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first step towards privatisation, in much the sawmy as occurred with experiments of
Employee Share Ownership Plans under deregulatibnses in the 1980s (APSE 2011: 11).

Taken together, the coalition government’s initiad add up to an ambition to transform
local government into an agency that facilitated emmmissions services rather than one that
takes charge of management and delivery. Therewsry strong ideological assumption
underpinning current government policy that puldector bureaucracies are inimical to
innovation and restrict variation and responsivents user needs. Various government
papers in the last two years repeat the same mantra

‘Public sector monopolies not only limit the choiagailable to service users, but
ration the opportunities available to other potanproviders — especially those in the
voluntary sector. Restricting diversity of provisioneans there is less innovation —
and therefore improvement in service delivery; Mmsation — and therefore response
to local conditions; and less competition — andéfege progress on efficiency. To
improve the quality, responsiveness and efficieatyublic services we therefore
need to break open the public sector's monopoflés! Government 2010: 9).

The strength of ideological conviction among bdtb Conservative and Liberal Democratic
politicians is matched by the paucity of empiria@lidence to support claims of the
innovativeness of a diversified supply base, a$ aseh complete absence of concern with the
merits of the public sector in upholding and impngvdecent standards of employment —
encompassing pay, pensions and equality standardsgothers.

Case-study focus on four areas of services

In the following analysis we focus on four areassefvices that reflect a mix of direct
services, support services and user services: wastning, elderly care and school catering.
Table 7.4 provides an overview of patterns of irgeoand outsourced provision in these four
services areas.

Waste services are typically divided between cttbacand disposal services. Cleaning
services covers a range of public sites, incluagiogncil buildings, public toilets, car parks,
communal housing areas, community centres and doand leisure venues. Elderly care
encompasses domiciliary and residential care, dsaweeablement care, and school catering
involves the provision of catering services withimmary and secondary schools.

Table 7.4. Procurement of four selected servicessxihocal authorities

North-West North-West North-West East LAl South-East South-East
. LA1 LA2 LA3 LA1 LA2
Service type:
- Joint venture Outsourced One third in-  Inhouse n.a. Inhouse
Collect -20% house until (organised
ion council April 2012, all by the 12
control (7- outsourced district
year contract councils)
from 2008)
- Outsourced Outsourced Privatised n.a. Privatised Inhouse
Dispos (although
al may develop
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energy-

related
operations)
School Primary Mostly Primary: 95% n.a. No inhouse Inhouse
catering schools: inhouse inhouse; unit
approx. 70% Secondary: (privatised
inhouse most inhouse since early
1990s)
Cleaning Mostly Inhouse Inhouse Inhouse Mix of Outsourced
inhouse (except (except inhouse and
individual window outsourced
schools) cleaning), but provision
preparing for
market testing
Elderly Outsourced Mostly Approx. 75%  Inhouse Residential  Outsourced
care outsourced outsourced contractor to  care 100%
(residential (including Reablement the County outsourced
and reablement . council’s )
domiciliary care since care inhouse ‘Supporting Engg]ﬂ;are'
care) 2011); only 8 Plans to People’ unit outsourced
daycare increase to
centres 85%
inhouse outsourced
and 10% to a
new mutual

organisation

For waste, cleaning and elderly care services, @tsucan deliver the services inhouse, with
directly employed staff, or outsourced to a privatevoluntary sector organisation. School

catering is different. The schools budget is riageged and passed from local government
directly to individual schools, which since theelat980s have exercised autonomy in
spending decisions, including which organisatioghiuo provide the catering services or
whether to hire catering staff directly. Thus, loeathorities are not responsible for the
procurement of school catering services, althohgly thay provide guidance or coordination
in the form of a procurement framework contractilabde for school use. Moreover, the

local authority may or may not retain a cateringision. If it does, it competes with other

private sector providers to win individual contsaetith schools.

Local authorities’ approach to outsourcing

Across the six case studies, spending cuts andhthege of government do not appear to
have injected a radical shift or transformatiopiocurement strategy at local level, although
it is difficult to interpret the situation givendHimited number of interviews undertaken in
each council. Prior to 2010, councils had alreadyght to improve their approach to
commissioning services. For example, North-West LA&Stablished a centralised
procurement unit in the early 2000s and collabadratgh neighbouring councils on more
than 50 procurement contracts. Financial suppartrégional initiatives came from the
Regional Improvement Efficiency Partnership, esséigld by central government in 2008
with the aim of promoting shared services in logavernment, among other factors. Also,
East LA1 city continues to work with a procuremstrategy formulated in the mid-2000s
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that identifies value-for-money, sustainability alodal employment as guiding principles
and claims cost pressures have long been strictgn bapplied in all its procurement
arrangements (East LA1 20).

A diversity of approach towards procurement isaaly evident and for the most part this
mirrors a pre-recession pattern. Neverthelessetisest general incremental tendency towards
increased outsourcing. Those councils with an direstablished market-facing approach to
services delivery have sought to improve their agph to commissioning, or enhance their
control over externalised provision. Councils withouse services are looking at improving
the organisation and delivery of services, botmeet improved performance targets and, in
some cases, to prepare the unit for market-tesiinig. appears to be the case with respect to
inhouse cleaning services at East LA1 city counelljch have never been contracted out,
where procurement managers are keen ‘to see howetdive the inhouse team is’ (East
LAl 20). Thus, even among the councils with a gissncommitment to, or legacy of,
inhouse provision, there is continual adjustmerthebalance of who delivers services at the
margin. One Unison official described the incremakadjustment as inevitably leading to a
tipping point, ‘a house of cards’, by changing e@ttons among council managers about
what ought to be considered viable (Unison 8).

As well as the incremental slide towards outsowrecitore and more services, most of the six
councils have responded to spending cuts by reraigot contracts with suppliers. In North-
West LAL council, for example, a care budget of entbvan £30 million had to be reduced by
£8 million over two years, which was achieved bgegotiating with suppliers. Half the
savings were achieved by cutting services provisiot the other half from reducing profit
margins; pay could not be cut since most care wer&mployed by care providers were paid
the national minimum wage (North-West LA1, 25). Tewuncil worked closely with the
many providers to cut services ‘in a way that redluthe impact on service users’ (North
West LA1L, 4). Councils can also be on the other @ngressures to reduce contract funding.
In East LA1, where elderly care services are preditb the County council for the wider
area, it has had to adapt to reduced funding fleCounty council, which has weakened its
ability to shore up local income generation — altfio procurement managers do not consider
this a strategic area for future income growth.

One area of change that our evidence has not uremhvperhaps because it is too early,
relates to the development of mutuals and cooperairganisations. Union officials were
wary of the risk that whatever the apparent besdéit employees gaining greater control
over the organisation of services they would rua tisk that once externalised, local
government would ‘squeeze the contracts until yatsth (Unison 10). There were other
types of organisational form, including joint vergs. For example, North-West LA invited
private partners to form joint ventures with thescoil when it outsourced waste collection
services, as well as parking services and strglatitig. The rationale was both to provide the
flexibility and to ensure the council retains aosty interest in the company (council
document, 200%).

Labour market rules

34 North-West LA 1 Doc 1
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The case-study data confirm that the most impoiitasittutional rule protecting employees
subject to outsourcing is TUPE, the Transfer of &hmkings Protection of Employment (see
part one). A 2003 Code of Practice on Workforce thfat in Local Authority Service
Contract®’ issued by government makes clear tHaiPE is expected to apply unless there
are genuinely exceptional reasons for not doingrédver, in response to union campaigns
for further protection for new joiners to contracttompanies, the code states, ‘service
providers must offer employment to new recruits ‘bair and reasonable terms and
conditions which are, overall, no less favouraliant those of transferred employees”, and
which offer reasonable pension arrangements’. Tdde avas abolished by government in
March 2011 but is still expected to apply to coctisaalready in force.

Where applicable, TUPE both protects employmentitmms (at the point of transfer) and
protects against excessive underbidding by priveatd voluntary sector organisations;
although this can be viewed as a benefit or a demadge depending on the perspective, even
among different local authority managers.

‘One of the things that has helped us [maintairvises in-house] is the TUPE
arrangements, because obviously one of the reaseruld look expensive to the
private sector is the fact that we pay our peopdd,vwgood pension scheme. ... But
under TUPE of course they have the right to trarnsfenew providers who then have
to take account of their costs. So it does level phaying field a little bit in that
respect.’” (North-West LA1, 25).

One of the difficulties with TUPE is if we transfdre services to somebody else and
TUPE applies it is very difficult for that providéo make any money because the
[inhouse] terms and conditions are so strong —'tleegot little operating headroom
to make any room out of the contract’ (North-Wea®|_13).

One controversy in the application of TUPE reldteshe way in which the local authority
fragments or bundles together services in its teddeument. If a service is put out to tender
in a form that fragments the service and therefokes it difficult to identify which
employees were assigned to which part then TUPE eajidged as inapplicable. Recent
legal cases have decided that TUPE does not apphetoutsourcing of public services that
are newly split up by geographical area in a tered@rcise. The ambiguity was reflected n
our interview data:

‘But then you have situations like for instance teaservices and ... if the contract
requires the service to be delivered in an entirdifferent way they almost

immediately have an argument to move away fronrélgeirements of TUPE. ... You

have the issue of economies of scale and you hameissue about what is the
undertaking’ (Unison18).

Where services are ‘fragmented’ in this way, thecpasing body (eg. the local authority)
may be able to purchase services at a lower ldvieldirect labour costs but carries the risk

% Available at www.lge.gov.uk/Ige/core/page.do?pdgll9743.

69



of high redundancy costs where in-house workere Imavopportunities for redeployméfit.
At North-West LA2, the outsourcing in 2011 of thlemaining in-house elderly care services
— the reablement care — involved a purposeful feagation of provision so as to avoid
TUPE. However, the employees avoided compulsorynddncy — some took voluntary
redundancy and some were redeployed into otheratloaetivities, including the remaining
daycare centres (Unison 7). At North-West LA3 colincare services were outsourced
incrementally with a series of small contracts #gain avoided TUPE (Unison 10)

A worsening of conditions?

Weighing up the balance of evidence as to whethmrysement is used as a mechanism for
pushing down terms and conditions of employmertbgsrop up standards, it would appear
to be biased towards the former.

There is limited evidence of councils using prooweat to protect or improve employment
standards, for example through using a social elanscontracts or applying the ‘two-tier
code’ (part one). In a joint venture for waste edilon services at North West LA1,
employees are wholly employed by the private septotner but the council ensures the
quality of pensions is maintained for transferrstgff, as well as other TUPE terms and
conditions.

Whenever you have got the benefit when you pubttd the market, they [private
sector company] will sign up to anything to gettthark and that’s the time to do it.
And our politicians are very keen that our empl@yeenew employees coming in
that’s an issue for them — but for our employees &ne transferring over we maintain
their terms and conditions [including the pensicams{l we maintain through the life
of the contract’ (North-West LA1 25).

At both North-West LA2 council and East LA1 coun@he of Unison’s top priorities is to
build on its success in establishing a living wégecouncil employees. This includes the
North West LA2 council statement that it will ‘bene an advocate of the living wage’ — and
seek to extend it to contractors also (Unison @hd Unison ambitions in East LA1 to ‘use it
as a springboard to negotiate the living wage witrer public and private sector employers
in the city’ (Unison 8).

A wider change relates to the fact that all promeet managers interviewed emphasised that
the pre-2000s focus on price as the major detemhifgprocurement decisions had shifted to
a balancing of price and quality. In some casdspua costs were not perceived as the
primary factor in assessments of value-added, st savings. In waste collection services,
for example, a key issue is the strategic locabiovehicles to minimise time and fuel driving
from the depot (North-West LA1 25), while in cleagiservices factors of prime importance
include plans for carbon reduction, vehicle typmtdbution to the local economy and types
of cleaning materials (East LA1 20). Also, coummibcurement managers appear to exercise
some discretion in adapting the balance of prickquality, perhaps with a higher weighting
of quality for those services with strong user ggyaent.

% \www.personneltoday.com/Articles/13/04/2009/50 183 may-not-apply-when-contracts-are-split-between-

suppliers.htm.
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A more common management position, however, is thas inappropriate to require
contractors to meet a defined set of pay and HRtipes. Procurement managers cite the fact
these fall within the scope of what can legally Hefined as a ‘non-commercial
consideration’ (Local Government Act 1988). One ager described the UK’s Public
Contracts Regulations (2006) that regulate servizesurement as her ‘bible’ — ‘those are
the rules you have to apply’ (East LA1 20). Whilertain provisions for training may be
acceptable, statements referring to sickness pdlitay entitlements and so on flout the
legal guidance. One of the union officials intewss said he ‘had never seen any evidence
of any ability by the trade unions to enforce [tve tier code] or to know even how it would
work’ (Unison 10).
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8. Conclusions for policy and practice

This report has summarised the key features of pdgrms and also analysed the
interconnections between procurement policy anddaimarket conditions — especially those
conditions related to institutions providing prdten for outsourced workers and pay gaps
between public and private sectors. The evidenggesis that ongoing austerity measures in
the UK, combined with the government’s explicit ottggical ambition to shrink the role of
the state as a provider of publicly funded welfsgevices, appear to be producing a possibly
irreversible downsizing of public sector employmant a lowering of pay and employment
standards among middle and lower ranks of employEles UK is distinctive from most
European countries in its strong segmentation etwgublic and private sectors, along
dimensions of pay and industrial relations, and tbégmentation has on the one hand
supported and promoted equality for women emplageithe public sector and on the other
generated incentives for outsourcing of many aatiwito the lower paying private sector.
Spending cuts and procurement policy thereforeateregender equality in the labour market
and are likely to encourage a compression of paycanditions of workers in the middle and
lower ranks towards minimum employment standards.

Part Two of this report focused on local governmmirharily because it has been targeted by
spending cuts. The consequences are felt most jmived localities where there are

substantial cuts in services for the elderly anthemable, including closures of libraries,

childcare centres and day care services. Drawingroaxploratory case survey of six local
authorities (three in the North West of Englando tw the South East and one in the East),
we conclude with six main lessons for policy andgpice.

1. The national collective agreement is at risk ofirigsits role in coordinating pay rises
unless unions and employers at national level sevére deterioration of basic pay and
improve the margin between the lowest rate of palythe national minimum wage.

2. National social partners need to learn lessons tlmrvariety of local agreements where
managers and unions appear to be finding altemdtisms of ‘legitimating’ the three-
year pay freeze and extensive downsizing by makicgl deals to improve wages for the
lowest paid (including payment of the £250 supplemand/or higher basic rates,
including a living wage).

3. The range of local responses to austerity incluaté kthe positive re-setting of pay and
conditions through social dialogue (eg. suppleménmtdow-wage workers) and unfair
practices that have provoked industrial relatioisputes (eg. compulsory redundancies,
collective dismissals and re-engagement, pay clite.examples highlight the need for
improved understanding of the variety of local @astthat influence management and
union approaches towards adjustment and restragturi

4. Low-cost pay deals that raise the bottom rate ¢f paeliminating pay grades without
restoring pay differentials with other workers agher pay may put at risk job ladders
and incentives for skill development where workeith different levels of experience
and skill are paid the same rate of pay. If thedswpaid deserve a living wage it is likely
that pay scales for these pay bands need a thoroagision to account for
skill/experience differences.
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5. Rules governing outsourcing and employment praiaatieed to be strengthened so as to
reduce the unfair labour practice in local governtreg fragmenting services to maximise
the labour cost savings of outsourcing to the peisctor.

6. The targeting of UK austerity measures on localegoment needs to be halted in order to
protect the quality of services provision, whichbiging undermined by an increasing
emphasis by local authorities on saving costs Hyemg pay and employment conditions
and reducing contract expenditures.
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Appendix 1. Details of small-scale public sector pay agreemégletss than 10,000 workers covered)

Name of agreement

Department for Environment,
Food & Rural Affairs

4,318

PCS, Prospec
FDA

t,July 2011

Pay
increments?

No contractu
entitlement to
pay .
progression

L owest paid (% risefor
baserate)

al1.63%
(£250 for <£21000)

No. of
stages
(current
S )
2(2)

Sixth Form Colleges Staff NJC 7,590 (FTE)| ATL, September 2.3% staged (1.5% 2(2)
Committee for Teaching Staff NASUWT, 2010 from 1 September
NUT 2009 and 0.8% from 1
April 2010)
Sixth Form Colleges Staff NJC 3,200 full- | Unison September 0.75%
Committee for Support Staff time; 3,468 2010
part-time
Police Staff Council (Scotland) 8,600 Unison, GMB | September 2.1% third year of
and Unite 2010 a three-year
(TGWU) deal
Ordnance Survey 1,150 PCS, Prospect August 2010 Basic pay freeze, £250 for staff earning
except £21,000 and below;
1.5% increase for staf
in post
August 2011 Pay freeze
HM Treasury 1,100 PCS, IPMS, | August 2010 Basic pay freeze £250 min for staffiea
FDA £21,000 and below
August 2011 Pay Freeze £250 min for staff egrnin
£21,000 and below
Further Education Colleges 4,100 UCuU, September 1.775% (3rd year of
(Northern Ireland) NASUWT 2010 3-year deal)
Department for Energy and 1,200 Prospect, PCS August 2010 Basic pay freeze, up to £350 for staff earning
Climate Change and FDA except £21,250 and below;
0.06% increase for
staff in post
August 2011 Pay freeze up to £350 for staff egrni
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£21,000; increases for thos
earning between £21,000
and £21,249 to raise their
salaries to £21,250

U

Department for Education 2,800 FDA, PCS, April 2010 2% average basic (3rd year of
approx Prospect award 3-year deal)
Crown Prosecution Service 8,300 PCS, FDA April 2010 1.2% basic award,; (3rd year of
3.47% average 3-year deal)
increase for staff in
post
April 2011 £250 min for staff earning
£21,000 and below
Department of Health 3,061 FDA, PCS, August 2011 Basic pay freeze, £250 for staff earning
Prospect except 0.02% increase £21,000 or less;
for staff in post
Forestry Commission 3,010 PCS, Prospect,October 2011 | Basic pay freeze, £300 for staff earning
Unite, GMB, except £21,000 or below
FDA
Department for Transport 1,530 FDA, PCS, August 2011 Basic pay freeze, £250 for staff earning
Prospect except 1.58% average £21,000 or less
increase for
staff in post (ISP)
Department for Environment, 4,005 FDA, PCS, July 2011 Basic pay freeze; £250 for staff earning
Food and Rural Affairs (DEFRA) Prospect 0.51% increase for £21,000 or less
staff in post; 0.51% on
paybill
Foreign & Commonwealth Office | 4,600 FDA, PCS, April 2011 Basic pay freeze up to £500 for thoaming
Prospect £21,000 and below (0.14%
ISP)
Northern Ireland Prison Service 1,827 Prison April 2011 Basic pay freeze £250 for pay pointgtivo
Officers’ £21,000 or below
Association,
Prison
Governors’
Association,
PCS
British Library 2,200 Prospect, PCS  August 2010 Basic pay freeze, £250 for staff earning
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and FDA £21,000 and below
August 2011 Pay freeze £250 for staff earning
£21,000 and below
Department for Business, 2,700 PCS, Prospect,August 2010 Basic pay freeze £250 for staff eagrnin
Innovation and Skills FDA £21,000 and below
August 2011 Pay freeze £250 for staff earning
£21,000 and below
Department for Children, Schools | 2,800 FDA, PCS, April 2010 4% average (3rd year o
and Prospect 3-year deal)

Families

f

Source: IDS Pay Reports and ‘The LRD Pay Surveyh compilation.
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Appendix 2 . List of stage one and stage two case-study irdewvi

Level Organisation Number of interviewswith
pay/procurement experts

Stageone National Unison (main representative 2
union)
Local Government Association 2
(national employer body)

School Teachers’ Review Body 1
Regional Unison North West 2

Unison South East 1

Region Case-study organisation

Stagetwo North West LAL Unison
LA1 Manager
LA2 Unison
LA2 Manager
LA3 Unison

P NP o PR

East LA1 Unison
LA1 manager

South East LAl Unison
LA1 Manager
LA2 Unison
LA2 Manager

PP NRN R
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