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	Carlisle City Council
	
	

	Date of Meeting:-
	14 July 2009


	Agenda Item No:-
	

	Public
	
	

	


	Title:-
	FUNDING of Pay and workforce strategy project



	Report of:-
	Head of Personnel and Development Services



	Report reference:-
	PPP 35/90




Summary:-

The Pay and Workforce Strategy (PWS) project is at its final stage. It was intended that it be implemented in April this year but following last minute difficulties with one of the unions we reached an impasse in February. It is being recommended by officers that the authority now impose upon staff the outcome of the project i.e. a new Pay Policy including a new pay structure and harmonised terms and conditions of employment. 

There is a need to consult properly and extensively on this approach and, elsewhere on the agenda for this meeting, Council is being recommended to agree to begin 90 day consultation with staff on imposition.  
Assuming that no significant changes occur as a result of this consultation there would need to be another decision asked of Council – to implement the project – and then a further three months notice for employees.  This will allow for the new Pay Policy to finally be implemented on 1 February 2010.

The Executive considered the financial implications at its meeting on 29 June at which time it was asked to recommend to Council that funding be drawn down from the allocated PWS reserve to meet the costs of extending the project until 1 February 2010. This they have done, and the respective Minute is attached. The report to the Executive is also attached which shows how this money will be utilised (paragraph 6.2.4).
Recommendation:-

Council approve the funding of £73,000 for the continuation of the Pay and Workforce Strategy Project until the new implementation date.
	Contact Officer:
	David Williams
	Ext:
	7082
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	Date of Meeting:


	29 June 2009

	Title:


	IMPLEMENTATION OF THE PAY AND WORKFORCE STRATEGY PROJECT

	Report of:


	Head of Personnel and Development Services

	Report reference:
	PPP 28/09


Summary:

The Pay and Workforce Strategy (PWS) project is at its final stage. It was intended that it be implemented in April this year but following last minute difficulties with one of the unions we reached impasse in February that has not been able to be overcome subsequently. 

The Senior Management Team has, after due consideration of the options available, recommended that the outcome of the PWS project should be imposed on our staff. This will enable the project to be implemented, albeit not in the manner intended nor without further but necessary delay.

The Executive needs to consider the financial implications of the outcome of PWS prior to a decision by Council to implement the project. The Employment Panel will be asked to make the recommendation to inform consideration at Council. In parallel with this the Executive are asked to also recommend to Council that funding be approved to enable the project to continue until such time as the outcome can be implemented.

This will allow, following a period of staff consultation, for a new Pay Policy to be implemented in January/February 2010.

Recommendations:

· Note the recommendation from the Senior Management Team that the outcome of the Pay and Workforce Strategy project should be imposed

· Note the financial implications of the eventual implementation of the project 

· Agree to make a recommendation to Council on 14 July that it approve £73,000 for the continuation of the project until the new implementation date.
	Contact Officer:
	David Williams
	Ext:
	7082


Note: in compliance with section 100d of the Local Government (Access to Information) Act 1985 the report has been prepared in part from the following papers: none

1. Background
1.1
The Pay and Workforce Strategy (PWS) project has stalled. It was intended that it be implemented in April this year but following last minute difficulties with one of the unions we reached impasse in February that has not been able to be overcome subsequently. We reached an agreement in principle on a new pay policy and new pay structure with both GMB and Unison at Christmas yet despite an overwhelming vote in favour by GMB we have been unable to make progress with the project since. For reasons which have never been fully explained Unison have refused to go to ballot and have effectively withdrawn from the Final Negotiated Position we agreed with them in December. 

1.2
The status quo is not sustainable for several reasons, not least of which is because it leaves us vulnerable to legal challenge, so we are not in a position whereby we can tolerate this stalemate for much longer.

1.3
As such the Senior Management Team (SMT) are recommending to Members of the Employment Panel that we now abandon our long-held intention to achieve a collective agreement and instead believe that the Panel should recommend to Council that they agree to unilaterally impose the outcome of PWS on all of our employees.

1.4
Even if such an approach is adopted now, due to the requirement to consult our workforce, it will still be 6 months or more before we can implement PWS.

2.
Unsustainable status quo 

2.1
Any further delay is unwise because:

· Staff are confused in this state of flux and morale is being adversely affected

· It seems inevitable that there can not now be any collective agreement

· Restructuring is coming early in 2010 and we need to clear PWS out of the way at the start of the year so that we can then concentrate on the next major change

· Unison are agitating regionally for staff to pursue equal pay claims 

· GMB have expressed their impatience and want to see implementation now

· We still need to comply with the National Agreement of 2004

· We face the potential of equal pay claims and/or grievances from those staff that were due a pay rise in April had we implemented as intended
· An equal pay audit by external experts Northgate Arinso has provided added confidence in our position

· Indeed this audit has confirmed that there could be more of an litigation issue if we do not implement (i.e. if we either do nothing or if we formally endorse the status quo) than there would be if we impose a new pay policy

· We need to introduce single status so as to remove historical unfairness and potentially discriminatory practices (e.g. bonus and attendance allowance). The single status components of the proposed new Pay Policy were all agreed with the unions but can not be implemented as the funds needed are dependent upon the remaining elements of this new policy also going through.

3.
Implementation 
3.1
Implementation of the project will mean:

· Imposing the new Pay Policy including the new pay structure 

· Implementing in January/February 2010 (i.e. 6 months after a decision to consult on the imposition of PWS is reached by Council)

· Providing 12 months protection for staff due to lose pay

· Providing 32 months back pay for staff due an increase.

3.2
Imposition will necessitate us moving away from collective bargaining, albeit only in relation to this project. Several other authorities, some of whom have also found themselves faced with an intransigent union, have gone down this road. It effectively means dismissing all employees and offering to re-engage them on new terms and conditions of employment. 

3.3
The Council would write and ask all staff to sign a new contract of employment.  If they were not prepared to do so by a given date, they would be instructed not to come to work after a specified date as their employment would be terminated.

4.
Member approval for implementation

4.1
The Executive is being asked to endorse the financial package which will then need to be followed by a decision by Council to implement the project. The financial implications are described in section 6 below.

4.2
The Employment Panel needs to make a recommendation to Council to inform their consideration. This will be on two occasions. Firstly a recommendation in July that Council should agree to consult with staff about the imposition of the project, and secondly following consultation, in October to approve the implementation of the project. 

4.3
This will allow for a new Pay Policy to be implemented in January/February 2010.

5.
Process of imposition

i. If Council agrees, consult with all staff by writing to them giving details of the new pay policy we propose to implement, and the effect on them, and invite consultation. Hold face to face meetings with staff to explain the situation and our proposals. Allow a 90 day consultation period on it as required by law

ii. Amend proposals if required at the end of this time

iii. Formally implement (through a Council decision)

iv. Provide staff with a further 90 days as formal notice of a change of contract 

v. Write to staff individually seeking their agreement 

vi. Write to Government, unions, etc

vii. Approximately half way through this second 90 day period actively communicate with all those yet to have signed their agreement

viii. Implement at the end of this period i.e. prepare and issue all staff with their new contract
ix. Dismiss any employees not having signed up by the end of this time. We expect there to be very few: for example another North West council with 10,000 staff had less than 80.  

6.
Financial Implications

6.1
Implementation costs

6.1.1
There are one off costs for the Pay and Workforce Strategy project totalling £440,000. These costs have been accounted for in 2005/06 to 2007/08 and were approved as part of the budget processes for each year and were funded from the Projects Reserve. Therefore they do not count against the PWS Reserve (shown as ‘JE Reserve’ in the Financial Plan).

6.1.2
Other implementation costs approved to date include:

· Single Status  - £112,300 approved by Council on 17 July 2007

· Additional project costs - £127,000 approved by Council on 15 July 2008

These were both to be funded from the £1m set aside for PWS (see table 1 below).
 6.2
PWS Reserve
6.2.1
In February 2007, full Council approved that the sum of £1m be taken out of reserves for 2007/08 to 2009/10 in respect of the potential impact of the Job Evaluation process, Single Status etc whilst work continued to firm up the figures on the recurring and non-recurring costs. After this period, savings were to be identified to offset future costs. This initial estimate was based upon 6% of the overall payroll costs, which was the level of increase experienced by some other district councils who had already gone through this exercise. 

Therefore a recurring budget provision of £1m per annum was made effective from 2007/08 and, due to the delay in implementing the project, this has been transferred to set up the reserve.
The current level on the reserve is as follows:

	Table 1
	£

	Transfer to reserve re 2007/08
	1,000,000

	Single Status Implementation costs
	(112,300)

	Balance as at 31 March 2008
	887,700

	Transfer to reserve re 2008/09
	1,000,000

	Additional PWS team costs
	(127,000)

	Balance as at 31 March 2009
	1,760,700


6.2.2
If the scheme is not implemented until 1 January 2010, the balance on the reserve available to fund non-recurring costs in 2009/10 will be as follows:

	Table 2
	£

	Balance as at 31 March 2009
	1,760,700

	Transfer to reserve re 2009/10
	1,000,000

	Less estimated amount required to fund recurring costs (see Table 5)
	(100,000)

	Balance available to fund non-recurring costs
	2,660,700


6.2.3
The work carried out to date indicates that there will be one-off costs consisting of back-pay and protection costs. The table below shows the impact on the reserve if the non-recurring costs were funded from the reserve assuming a 2.5% pay award for 2009/10 (depending upon the annual pay award):
	Table 3 - Non-recurring costs
	£

	Balance available (table 2)
	2,660,700

	Back-pay (32 months)
	1,980,472

	Protection (12 months)
	   379,477

	Total non-recurring costs
	2,359,949

	Balance on PWS reserve
	   300,751


6.2.4
There are other potential non-recurring costs as set out below:

	Table 4
	£
	£

	MFS/Phase 2
	5,000
	

	PWS project team costs
	55,000
	

	Link Licence
	3,000
	

	Equal Pay Audit
	10,000
	73,000


6.2.5
Further details for each of the contents of Table 4 are provided below and, if Members approve, these could be funded from the PWS reserve: 



· There is unfinished work on Market Factor Supplements (MFS) and what remains of Phase 2 of Job Evaluation (including career grades). It will be a relatively insignificant figure in the order of no more than £5,000. This figure is an estimate but all the costs thus far of JE Phase 2 are already included in the calculations and JE will be completed during the summer, and any changes to MFS will impact on recurring costs and not the one-off costs
· There are extra PWS costs incurred by the delay to the project estimated to be £55,000. Funding is needed to pay for an extension to the contracts of the 3 staff brought in for the project: we had expected that their work would not be needed after July. There is also an additional cost for a Link licence (c£3,000): we did not expect to need the pay modellor software again. Also we have to pay for the external consultants currently undertaking the equal pay audit (c£10,000)

· The cost of 32 months back pay and the cost of 12 months protection include the cost of paying increments (c£100,000) on 1 April due to the delay (and so this issue is no longer pertinent) but we will have to insist that staff will not get further increments on 1 April 2010.

6.3
Recurring costs
6.3.1
The current Medium Term Financial Plan (MTFP) includes a recurring annual budget of £1m to cover the recurring costs of PWS pending the identification of ongoing savings. The recurring cost will increase over the years as post-holders progress through the new grades and reach the maximum point in year 3. These estimated costs are shown in the table below, assuming an implementation date of 1 January 2010, and include the implications of the Single Status considerations agreed to date (£137,000):  

	Table 5
	Estimated Cost
£
	Full Year Impact
£
	Potential reduced commitments
£

	2009/10
	100,000
	400,000
	900,000 *

	2010/11
	640,000
	-
	360,000 **

	2011/12
	853,000
	-
	147,000 **


* Already assumed to be transferred to the PWS reserve to fund non-recurring costs

** Potential reduction in base budget.
6.3.2
The recurring costs at the maximum, are estimated at £853,000 per annum and assumes a 2.5% pay award for each of the years.

6.3.3
Thus there is the likelihood that the recurring costs will be less than £1m at the maximum, however it should be noted that these figures:

i. do not include the ongoing impact of any market factor supplements and career graded posts as this work is still underway – see 6.2.4
ii. include the costs of both temporary and fixed term contracts such as the Carlisle Renaissance team which is a significant sum 

iii. assume that the annual increments will not apply until 1 April 2011
iv. take no account of staff turnover i.e. the savings that will accrue as a result

6.3.4
It should be noted that savings will accrue of £30k for each months delay in implementing beyond April – 9 months, totalling £267k saved on the 09/10 salaries budget, but these savings have already been accounted for in Table 2. 
7.
Risk management

7.1
There is a risk that in imposing PWS:
· We would cause conflict with the trades unions and ‘sour’ hitherto good employee relations

· The council could lose any litigation that may follow.  Employees that are going to lose pay may take their case to an Employment Tribunal, as indeed could those whose pay remains unchanged. These cases would be costly to defend in terms of administrative and preparation time, whether or not the Council wins. However, the numbers of these would likely be less than if we do nothing or accept the status quo

· The Council may lose some good staff whom we would prefer to keep.

7.2
Actions that have been taken to mitigate the risk include:
· Compliance with the law in relation to consultation: it will be extensive and meaningful and will follow recommended good practice
· The arrangement whereby no one will actually lose any pay until 2011
· The offer of support (e.g. both personal and/or financial counselling) and advice to employees affected by the project outcome. This was provided earlier this year when we expected an implementation date of 1 April but given the delay we shall repeat the offer later this year
· The engagement of external reward consultants in order to audit our data so as to provide us with robust evidence both to inform these proposals and, if ever necessary, to better resist a legal challenge. 
7.3
We have recently engaged Northgate Arinso Reward Consultants whose research and analysis has served to validate our position and thus verifies the appropriateness of our recommendation to Members that the Council impose the outcome of PWS. Their audit finds that the potential risk from equal pay claims were we to do nothing or to reaffirm the status quo runs to around £1million which is addressed through the new pay and grading proposals. Key findings include the following quotes from their report:
· “analysis of the current gender pay gap clearly demonstrates that there is a significant gender pay gap in favour of female employees in the lower grades
· the proposed new structure does not include any overlapping grades or abutted grades and this has significantly reduced any equal pay issues
· within a 3 year period when all employees have been able to progress to the grade maximum and protection is no longer being paid the pay gaps will be at 0%.”
8.
Proposed time-scale

12 June 
Employment Panel to consider recommendation from SMT 

29 June 
Executive for consideration of the financial implications

9 July
 
Employment Panel to agree a recommendation to Council

14 July 
Council for approval to consult staff on the imposition of PWS

mid July
Special CJC to begin formal consultation

mid October   Council (at end of consultation period) for approval to implement 

Jan/February

2010              Implementation (with all the administrative and HR work completed by this date).

Throughout the above process there will be extensive staff communication and consultation.
9.
Consultation to date
28 May
Joint Management Team

3 June 
Management Briefing and communication to staff

10 June 
CJC to begin informal consultation.

10.
Recommendations
· Note the recommendation from the Senior Management Team that the outcome of the Pay and Workforce Strategy project should be imposed

· Note the financial implications of the eventual implementation of the project 

· Agree to make a recommendation to Council on 14 July that it approve £73,000 for the continuation of the project until the new implementation date.
11.
Implications

· Staffing/Resources – As detailed in the report.

· Financial – As can be seen from the report both the non-recurring costs, as verified by Personnel and Development, and the recurring costs, as verifed by Financial Services, of this proposal can be accommodated from within the allocated budget for the PWS process. However recurring savings will need to be identified to fund the recurring costs in future years as part of the budget process e.g. the transformation programme. 
It should be noted that these are the costs at a particular point in time and they will change due to staff movements. For this reason and also because there is outstanding work on phase 2 and career grades etc, it is recommended that any remaining PWS balance remain earmarked for PWS until resolution of all the outstanding issues.

· Legal – The imposition of the PWS potentially has repercussions in both statute and common law. In statutory law the employee is able to refuse to accept the variation thus leaving the employer in a situation in which it dismisses the employee.  Alternatively, the employee could resign and argue constructive dismissal.  Either way, the result could be a claim for unfair dismissal. 

At common law (if dismissed) the employee is able to bring a claim for wrongful dismissal or, they could remain with the Council and seek injunctive relief and claim damages.  A wrongful repudiation of the contract claim could also be made.

The foregoing must be balanced against the litigation risk of not implementing the PWS as detailed in this Report.  Throughout the Council must act in a reasonable manner and ensure that any ‘dismissal’ is carried out in accordance with relevant statute and guidance.

Counsel is currently carrying out an assessment of the proposed methodology for the implementation of the PWS.
· Corporate – The PWS project has taken several years and has impacted significantly upon all employees. The route being proposed by SMT will serve to find a way to bring the project to a close and allow for its outcome to be implemented.

· Risk Management – As detailed in the report

· Equality Issues – As detailed in the report

· Environmental – None

· Crime and Disorder – None

· Impact on Customers – None directly.
