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introduction

1. In consultation about the 2007 pay round, there was clear
agreement that a one year deai in 2007 should pave the way
for a more comprehensive multi-year deal in 2008. The 2008
deal will include some major reforms of the Green Book
single status agreament.

2. However, the context of local government employment is
changing very fast and the sector needs to lock further
forward, We need to develop an approach for the next 10-
15 years that provides & framework for the changing role of
councils as employars and fadilitates the development of
partnerships and new types of local public sector
employment.

3. This paper has three main objectives:

1. to discuss how an employers’ strategy shoutd be
developed and reviewed in future;

2. 10 explore what the strategy should actualy look fike;

3. 10 begin the process of developing a working strateqgy in
2007-2008.

4. Some thoughts on the key priorities for a strategy are
included but they are just a starting point. We need diverse
views on these proposals and a large number of stakeholders
have been sent a list of consultation questions. An
employers' strategy will be of use only if & is fully owned by
the sector.

5. Because the focus of this paper is to introduce ideas for
discussion and consultation, it does not contain any detals or
timescales. We need to reach a broad consensus about the
girection of travel. Once that is agreed, LGE will prepare a
detailed draft strategy for discussion. This further document
will form the basis of negotiation with the Trade Unions,

recent developments

6. Local government has been modernising the way services are

delivered for some years. Outsourcing and parinerships mean
that, in some regions at least, councils no longer operate as
direct suppliers of services but rather as leading
commissioners on behalf of local communities. In part, this is
a response to government policy. However, a number of
important business faclors are also involved. The
opporiunities of new technology can only be realised and
leveraged with the help of pariners. Such partners can also
bring extra resources for investment. Larger-scale service
delivery vehicles, such as those shared with other councils can
also bring significant economies of scale, allowing extra
investment in the quality of services at a time of significant
budgetary tightening. The focus on quality of service
becomes ever more important as citizens become ever more
aware and empowered.

. Councils wifl always have a core workforce and some wil

choose to employ staff directly to run key senvices for a
varfety of reasons, such as being a beacon employer within
their communities. Al councils will need to manage their
workforces affordably in a context of tightening budgets,
Workforces are likely to shrink over the next few years but
whatever happens, councils should take the opportunity to
manage their pay bills mare effectively and control the
proportion of budgets taken up by staffing costs.

. Organisational restructuring and changes in workforce

management now happen all the time in councils. However,
since the major shift 1o single status in 1597, some

opportunities have been missed to help deliver the new local
agenda through new national employer afms and objectives.
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moving forward from the
achievements of single status

9.

12.

13.

The LGS “Green Book” (single status) agreement remains a
radical propasition, with the principle of equality at its core,
However it is now ten years old and it is timely {o examine
which of the original objectives have been achieved in crder
to assess how best to move it forward. Five to six years is
considered the maximum lifespan for any pay structure in this
era of rapid organisationat change and the Green Book has
stood the test of time in many ways.

. The first objective of single status was to harmenise the basic

terms and conditions of the former Manuat and APT&C
groups. This has been largely achieved but of course, the
agreement was quite prescriptive about what needed to be
done to slot manual jobs into existing pay structures for
example.

. The agreement has also improved market flexibility in pay

levels, There i evidence in the LGE pay susvey that jobs
evaluated at simifar levels receive different basic pay in the
narth and south of England, indicating good market
responsiveness. This suggests that there is 0o need to
introduce the additional complexity of regional pay in local
government. Mare can be done to extend flexibility though
and there is a role for a revised national agreement in helping
individual employers (o achieve their goals.

The other objectives - a full review of pay siructures based
on job evaluation, introduction of equal pay and
modernisation of terms and conditions set out provisionally in
part three of the agreement, have only been achieved by a
minarily of local authorities, largely because of equal pay
problems.

The 2006 White Paper and the LGA docurnent Peogle and
Places have set out twin visions of where local government
aims to go over the next few years. The visions of doubie
devolution to authorities and communities and of councits as
leaders and shapers of place will lead to even more dramatic
changes impacting on the workforce. The implicaticn is that,
whilst immediate reform of the Green Book will begin a
process of realignment of pay frameworks, completely new
agreements will be needed in the medium to longer term.
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developing an employers' strategy

14.

16.

A draft strategy will be developed by LGE after detaited
consuitation with councils, especially the HR community.

it will include the new LGE HR Sounding Board, as well as
Regional Employers. It is absolutely central to the success of
the stralegy, since we need 1o ensure we are addressing the
needs of councils in developing national policy.

. The strategy needs to sit within the overall vision for the local

government workforce set out in the national Pay and
Workforce Strategy, which in turn will form part of the new
national fmprovement Strategy. This will bring an appropriate
fevel of influence for CLG as the lead department responsible
for focal government, The strategy must also take account of
the general objectives for public sector pay and workforce
development set out by Government.

This wide variety of influences and stakeholders brings a risk
that the development of the strategy could become
incoherent or tend towards the lowest common
denominator, Dealing with these risks will require a shared
sense of responsibility and commitiment among councils.

what should an employers’
strategy look like?

17.

18.

The sirategy needs clear short, medium and fong-term goals
and milestones, rather than being cluttered with detait and
vary specific outcomes. councils will all have spedific aims and
objectives for particular aspects of rewards and the national
vision is about helping councils to achieve their goals,

However, given the key principles and the variety of
influences on the strategy described earfier, there is no way
that it can simply amount to a statement that rewards are
wholly a matter for local determination. The strategy needs
to combine the goal of local flexibility with a sense of
direction and clear statements of good practice as well as
support for individual councils. This involves learning fessons
from the past about how national agreements should be
structured.

It is now becoming accepted that what national agreements

should do is provide icintly agreed ideas about how progress
rmight be made locaily and what radically new reward
systems might look like,



outlining an initial strategy
in 2007-2008

core principles

20. A coherent employers' strategy will need to be based on
some agreed principles. Sorme widely accepted principles are
set out here but the list is neither exhaustive nor set in stone;

iocal government needs an approach to pay and rewards
that is fit for purpose in the 21st Century, reflecting
changes in society and the workplace;

elected members have a key role to play in developing
and achieving employer strategy because they provide
democratic accountability;

decisions on pay and rewards should be made as close to
the individual employee as possible;

the national element of the focal government pay system
shoutd focus on enabling and leveraging improvements
to systems at the focal level,

the employer strategy must be developed and owned by
local government with LGE as its key national agent;

decisions over pay and rewards shouid promote equality
of opportunity for women and all other groups identified
as suffering discrimination;

decisions over pay and rewards should always be guided
by affordability;

iocal government is committed to collective bargaining
for issues that need 1o be dealt with by formal
negotiation and agreement;

local government aspires to be a progressive employer of
choice, where it is a direct employer;

the employment strategy should aim to help increase
productivity and performance in local government;

the employment strategy is about more than just HR
management - it must embrace financial, legal, service
meanagement and other requirements as part of the wide
role of councils as employers;

central government has strong views on how local
government should develop and has control of legislation
and finance, so these views are important.

21, The strategy needs to set out an agreed sense of the nature
and scope of a national pay framework for locat government.
The need for a national pay framework is not pre-ordained
But in general it is seen as useful in order to;

*

*

drive change in an agreed direction;

advocate the local government Employer interest;
ensure that national economic requirements are taken
into account in pay increases,

provide minimum standards, reference points and
benchmarks;

develop closer working relationships with other major
employers.

short-term objectives

22. Short-term objectives should serve both to set the groundwork
for further radical change in the future and to provide some
quick, tangible wins for councils. They should help 1o ensure
that local pay structizres continue to develop in ways that make
them more effective and modify the Green Book in advance of
wider changes. These might include:

examining the range of nationally prescribed conditions
stich as those in part two of the current Green Book to
see if they can be recast,

- there has been a broad long-term amiition to make most
conditions of service a matter for local determination but
this has faltered because of the suspicion that the agenda
5 10 rermove prammium payments etc.

- at a national leve!, we should set out clear principles
and safeguards to enable local change.

- negotiations on remaving part threa of the Green
Book should continue.

it may also be the case that some elements of
national prescription need to remain.

developing an enhanced and agreed flow of data on key
information such as the pay bif, basic and total salary
changes, incremental drift, workforce number changes etc.

- the generation of better data will help councils
to manage their own pay bill more effectively
and will aid national discussion on how pay
issues fit into wider budgetary discussions
aligned with CSR periods.

strengthening the intelligence available on pay structures
to allow for benchmarking of Job Evaluation outcomes
and grading structures and taking steps to promote this
sort of benchmarking across the public sector

developing jointly agreed examples of pay progression
systems.
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medium-term objectives

23. Any long-term ohjeciives agreed for the strategy need to be

supparted by clearly achievable medium-term objectives. For
example, if we want to move towards harmonising terms
and conditions to make them more portable across the
pubfic sector, they need 10 be recast in more generic
tanguage to allow read-across within and between sectors. A
useful approach wouid be to draw up new agreements
using a total rewards framework.

24. Development of Total Rewards is a long-standing element of

the Pay and Workforce Strategy. Total Rewards focuses on
understanding and facifitating the reward priorities of
individual employees and or: ensuring that the value of all
aspects of the employment package is understood and
appreciated in reward terms. This would better enable us to
articulate the finandial value and quality of working life
beretits of all aspects of the employment package, including
pay, pensions and conditions, rather than negotiating over
elements in isolation. This approach should help with
recruitment and retention and should help drive productivity.
It should also enable a shift away from the traditional focus
on pay rises as the sole definition of reward, The key point is
that Tota! Reward employers are able to engage with
individual employees to help them choose a reward package
that suits their dircumstances.

total rewards is defined by
the Cabinet Office as follows:

The Total Reward approach draws together alt the
~ financial and non-financial investrment an employer
makes in its workferce. it emphasises all aspects of
reward as an integrated and coherent whole, from
pay and benefits through flexible working to
learning and development and the quality and
chatlenge of the work itself. The aim is to maximise
alignment between investment and employee
preferences by managing resources in an holistic
way - and articulating the benefits on offer « to
achieve improved recruitment, retention and
performance without substantially increasing costs.
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25.

26.

27,

28

29.

Because a frue Total Rewards approach shifts much of the
focus to the relationship between individual members of staff
and their employers, ancther key aimn should be to address
the appropriate balance between national
provision and local managerial discretion in the
pay framework. The direction of travel is very much
towards maximum local discretion but the approach should
not be a dogmatic one, Discussion of the national-local
balance shouid be an early requirement of the strategy.

As discussed, one of the key developments for councils is the
requirement to develop new partnerships for service delivery.
Although councils wilt always have key groups of direct
emplioyees, they will need 1o ensure that shared and indirect
grougs of employess are working as effectively as possible.
The implications for pay frameworks need to be worked
through and understood. The strategy should set a clear
requirement to develop national agreements that
facilitate partnerships. This would incude having
much more portable and flexible terms and
conditions.

With regard to base pay increases and the traditional annual
pay-round, the interests of stakeholders suggest that officers
involved in neqoatiations should be charged with agreeing
affordable multi-year deals aligned with the CSR
budgetary periods, taking due account of public
sector pay policy. The factors involved in such deals should
be set out for members in a report, which members ¢an use
to provide negotiators with clear parameters for agreement.

There is considerable sensitivity over the best way 1o take
account of public sector pay policy, as articulated by the
Treasury in a sector which is indepandent of Central
Governiment as fat as pay setting s concerned but
dependent on Central Government for its budgetary
envelope. However, this is a matter that will be taken into
account by individual councils in setting their budgets and
assessing what they can gfford in pay increases, LGE will
continue to take its negotiating mandate from consultation
with councils and this can be used o guide the approach
taken.

The cost of dealing with equal pay has prevented many
councils from developing pay systems that reward staff
contribution and seek to drive productivity. National
negotiations should include the goat of finding agreed ways
to help authorities move forward in introducing new
types of pay progression system that provide good
incentives for the best performing staff.



30. A key question that must be asked at some stage is about

the concept of incorporating discussions on pensions
into wider pay and reward negotiations and how this might
operate f it was considered. Ghviously the statutory scheme
involves the Government in stakeholder discussions before
they make regulatory changes. However, if councils are to
develop the potential of the pension scheme as a key reward
mechanism, discussions may nead to be handled in a
different way

longer-term goals

31

32.

33.

There i a major long-term frend towards different part of the
public sector working much more dosely together. The
development of new public service partnerships might
suggest a fong-term objective of developing a national
public sector rewards framework with local
frameworks beneath it, promoting some useful
harmonisation, flexibility and inter-connectedness. In the
strategy, members might set an immediate task for officers
to begin exploring options for this sort of
development with other employers' organisations.
This would be with a view to encouraging such
developments locally.

To progress towards this wider public sector goal, LGE
should examine how the current national
agreements could be brought closer together and
possibly unified. it makes sense to simplify the current set
of agreements o promote inter-connections. This is not the
same as reforming the negotiating groups, which is partly a
matter of administrative efficiency. Setting such a general
objective would nct pre-suppose a specific conclusion. In fact,
there are some arguments, which present a challenge to
homogeneous agreements and could suggest breaking up the
single status group.

Many large organisations, such as in the retail sector,
are beginning to organise their workforces into
service-specific groups and the idea is now beginning to
enter the public sector. The idea is that pay structures and
agreements focused on particular types of jobs are more
responsive to the market and drive producdtivity by promoting
more refevant career paths. Local government cannot simply
ignore these arguments and trends. This is being explored
through the current review of arangements for schacls-based
staff. There will be a challenge in producing the best way forward
to combine job-specific fexibility with elements of harmonisation,
Different trends in focalising and harmonising require a clear
response & the employer strategy moves forward,

34. As an example only, a combined vision of beneficial
harmonisation with localised determination might look
something like this:

national public sector pay

|

national local government framework

J l |

specific agreements based
< around job families
{eg. children’s services)

! | |

COUNCIL EMPLOYERS
{and possibly other partnership employers)

35. Once the direction of travel for the sector is agreed and the
strategy is set out in detail, work can begin immediately on
designing and negotiating elements of all the goals set out.
Some ideas may take a while to achieve and negotiations wil
be challenging, but the outcome should secure the role of
coundils as influential employers in the new public sector.

36. LGE believes that achievement of an agreed set of short,
medium and long-term objectives is likely to be facilitated
by a fresh approach to negotiations. Some thoughts about
how to ensure that negotiations are handled most
affectively are set out in annex a.
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annex a - ensuring effective negotiations

Why reform of the negotiating machinery is needed.
What principles should guide reform.

What kind of reform is needed.

A suggested reform model.

why reform of the negotiating
machinery is needed

1.

A significant proportion of LGE's time and rescurces is spent
representing employer interests and servicing a range of
aegotiating bodies. Qur responsibility is to maintain and buitd
upon our reputation as national experts with limited
resources and a growing nurber of strategic priorities.

The most important focus of reform s to improve the local
gavernment pay framework, based on the employer strategy
discussed in the main part of this paper. The institutions
responsibie for the framewcrk should only be reformed if
they slow down or prevent change.

. The current machinery inhibits the ability of employers to

address specific issues within large workforces, For example,
there has been a great deal of workforce reorganisation over
the last few years, such as workforce remodelling in schools.
Changes to negotiating structures can be designed to help
rnanage reorganisation. Does it make sense for example that
directers of children's services find that they have to deal
with staff in at least eight negatiating groups?

The current machinery has delivered affordable pay increases
because this is a core political issue and politicat channels can
be used effectively to get resuits. However, many other issues
are arguably better seen as HR matters, Strategic decoupling
of HR matters from base pay discussions would allow space
for the redevelopment of the national agreements in a way
that will assist the development of councils as employers.

Detailed member involvement in negotiations on & routine
basis can mean that polilicat clearance needs to be sought on
quite small issues rather than key principles. This slows the
process down and can leave negotiators without clear
parameters. We need to examine these processes and make
them more efficient.
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what principles should guide reform?

6. Efforts to reform the negotiating machinery must be based
on some key principles, linked to the new employer strategy:

»  the role of elected members in providing political
leaciership for negotiations is very important because
local councils are democratic institutions;

» there is a firm commitment to collective bargaining and
the importance of excellent working relationships with
the Trade Unions;

« yeform must be based on achieving as wide a degree of
Consensus as possitle;

+ re-engineered negotiating machinery must be focused on
delivering redesigned national agreements.

what kind of reform is needed?

7. The basic pattern of recommended reform of the negotiating
machinery is as follows:

* move towards a more streamiined bargaining process;
*  optimise the role of members;
* optimise the role of HR advisers in negotiations;

+  optimise the channels for communication and
consultation with: coungils.

8. a suggested model for reform

local
councils \
LGE members
sounding consultative
board group
LGA
WLGA
COSLA
NILGA

steering group: LGE Chair,
current NJC Chairs,
LGA leading members

NICS




9.

1

—_

12,

in this model, which is set out for fllustrative purposes only,
the key strategic lead from members is delivered by an LGE
Chair's Group, sitting above the day to day operation of
NJCs. A Members' Consultative Group would add a wider
perspective,

. Optimising the role of members in the

negotiating process

It is absolutely vital that members set political parameters
for negotiations. The question to be asked is a pragmatic
one about how political parameters are best judged and
communicated.

. Optimising the role of HR advisers in negoftiations

Getting the structure right implies, as menticned above, a
greater role for advisors who also form the route for immedi-
ate consultation with employers. We could consider paying a
supplement to advisors to guarantee their attendance and
contribution to the work of the machinery. Alternatively, cost
considerations might dictate that instead we offer advisors a
testimenial describing their role in negotiations, which should
be of interest in personal appraisals and career development.

Reviewing the smaller negotiating bodies, with
possible abolition on the agenda - either by leaving
averything to local determination or putting the employees
affected into another negotiating body.

13. It would be unfair to argue for getting rid of smaller bodies

simply a5 an end in itself. However, the concept of a general
framework agreement discussed in the main paper strongly
implies a move to single-table bargaining with speciafist
elements where necessary,

14. Establishing clear and regular mechanisms for

consultation with authorities

A national Sounding Board has heen established to advise
LGE on its work. This body has the potential to become a key
part of the process and provides an oppartunity to bring in
representatives of other interested groups or employers to
enhance discussions when suitable and necessary. We should
also make better use of improved communications such as
using restricted areas of the website to consult councils.

next steps

15. Onge an indicative structure for new negotiating

arrangernents has been developed and agreed with senior
members in the LGA, LGE will prepare a paper selting out a
plan for implementation of the new structure as soon as
possible. The plan will include necessary constitutional
proposals for agreerment with the Trade Unions. The aim is {0
bring elements of the new machinery into operation as soon
as possible, in time to have an effect on the 2008
negotiations.
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delivering a rewarding future:

an approach to pay and benefits in local government for the 21st Century

questions for consultation

1. Are you satisfied with the process for agreeing the new
strategy, and what it should look like as outlined
on page 37

2. Do you have any views on the core principles?

3. In the context of a national agreement, what would be most
useful to your authority in the medium to long term?

a) Working towards harmonising pay and conditions of all
public sector staff e.g. local government Services, Health,
Police etc. 1o reflect new and future working
arrangements for service delivery? or

b} Maximising support to council's to further determine
their own arrangements for pay and conditions at a local
level? or

@ Seeking to retain common national conditions in respect
of issues such as maternity and sickness benefits but
keeping pay level determination at local emplover level?

4. What are your views on the;

a) Short-term objectives on page 37

b) Medium-term ohjectives on page 4, in particular;
* the move towards a Total Rewards Framewark;

e multi-year deals afigned with CSR settlements;

= incorporating pensions in pay and conditicns
negotiations;

* whether the Strategy should aim {0 encourage moves
towards pay progression systems that reward
contribution.

¢) Longerterm goals on page 5
* national public sector rewards framework;
»  service specific job families.
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5. What would be most useful to your authority?

a) continuing to try and unify national agreements,
for example seeking to incorporate craft workers into the
green book or

b} seeking to take some groups out of the single status
agreement and set up new negotiating groups
based on service specific job families?

6. What are your views on the model for reforming the

negotiating machinery as outlined in annex a?

7. Are there any major issues that you would ke to see dealt
with by LGE that we have missed in the discussion paper?

Please use the accompanying response form to give us your
views and return to:
mayorstevebullock.workforce@lga.gov.uk

by Friday 29 June2007.

Mayor Steve Bullock

Chair HR Panel

Locai Goverpment Association
Local Governiment House
Smith Square

London SW1P 3HZ

if you have any questions regarding this document
please call 020 7187 7370.






