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REPORT OF THE LEAD MEMBER FOR CUSTOMER AND SUPPORT SERVICES



To the Cabinet Meeting


on Tuesday, 13th February, 2007


TITLE : Update on Pay and Grading


RECOMMENDATIONS :

1.  Members note the content of the report and endorse the actions being taken to deal with the equal pay issues

2. That members give consideration to setting an implementation date of 1st April, 2008 for the new pay and grading system and that work is continued to develop an appropriate pay line, consultation with the Trade Unions continue and as far as possible any outstanding issues are resolved, including potential appeals before this date.

3. That the trade unions are formally informed of the decision and that appropriate communications take place with those staff involved advising them of the position and the actions planned over the next 12 months. 

4. That discussions continue with the Trade Unions with a view to concluding jointly agreed practical arrangements for dealing with the bonus situation as soon as possible, which will maintain productive employee relations, take into account potential recruitment and retention problems and without adversely affecting service delivery.


EXECUTIVE SUMMARY :

This report updates members on the current position in respect of pay and grading and the associated matters of equal pay and bonus.


BACKGROUND DOCUMENTS :

(Available for public inspection)


ASSESSMENT OF RISK:

The approach being adopted to manage the equal pay situation will minimise the potential of claims through employment tribunals.

	


SOURCE OF FUNDING:

Revenue budget

	


COMMENTS OF THE STRATEGIC DIRECTOR OF CUSTOMER AND SUPPORT SERVICES (or his representative):

1. LEGAL IMPLICATIONS




Provided by :Extensive (internal and external) legal advice has been obtained on a wide range of issues relating to equal pay.

2. FINANCIAL IMPLICATIONS



Provided by :The Head of Finance has been consulted and involved in these developments  

3. ICT STEERING GROUP IMPLICATIONS


Provided by:

PROPERTY (if applicable):

HUMAN RESOURCES (if applicable):

	


CONTACT OFFICER :

Mike Bleese, Head of Human Resources


WARD(S) TO WHICH REPORT RELATE(S):

Not Applicable


KEY COUNCIL POLICIES:

Employee Matters; 


DETAILS 

1. 
Introduction
1.1
Members will be aware that there are three inter-related elements of our pay and grading strategy currently being worked on.

· Equal pay liability for former manual employees.

· Removal of bonus payments.

· Introduction of a revised pay and grading structure following JE.

1.2 
This report brings members up to date on the current position in Salford in 
respect of these issues and also includes reference to the budgetary 
considerations and the trade unions position.

2.
Background

2.1
In accordance with the requirement of the 2004 national pay settlement, every local authority was required to undertake a pay and grading review, followed by the development of pay structures which would be the subject of negotiation with the trade unions.

2.2
The principal drivers behind the agreement, to carry out pay and grading reviews, were the need to integrate former white and blue collar grading arrangements as part of Single Status and to address any outstanding equal pay issues.

2.3
The vulnerability to equal pay claims, faced by all local authorities, results from the historical position of productivity schemes introduced in the late 60’s and early 70’s. These productivity schemes were in predominantly male dominated work groups.  As a result many local authorities have been at risk of receiving equal pay claims from either employees themselves, or supported by the trade unions or outside agents.

2.4
The Equal Pay Act has been in force for over 30 years but there have previously only been isolated claims made against authorities. This was due in part to the Trade Unions recognising the potential impact upon jobs and services and looking to use the Single Status Agreement to resolve these issues by local negotiation.

2.5
The position has changed over the past 18 months or so as a consequence of:

· The lack of progress by some authorities to progress Single Status and address equal pay issues through pay and grading reviews.

· The actions of independent solicitors to pursue no win no fee cases on behalf of employees.

· Increasing levels of equal pay claims from the Trade Unions.

2.6
It is important that the 3 main elements are addressed concurrently as each 
potentially impacts on each other.

3. 
Current Position on Equal Pay

3.1
Members will be aware that work has been ongoing throughout AGMA to deal 
with potential equal pay claims. A number of authorities are currently engaged 

in   

            dealing with such claims through Employment Tribunals.

3.2
The AGMA approach has involved the development of a compensation matrix 
which 
seeks to compensate employees with potential claims and thereby 
avoid the ET route.  This is based upon a maximum payment (for those working 36 

            hours and with 6 years service) which is then reduced on a sliding scale for 

those with less than 6 years service and or working less than 36 hours per week.

3.3
In Salford we have been working on this exercise over recent months and 
arrangements are in hand to undertake a number of “signing events” from the end of 

January and ending in March. This approach has been used successfully by 

other local authorities and has already been commenced by a number of other AGMA authorities. The process is facilitated by ACAS who 
are also in communication with the trade unions. The trade unions are involved in the process although it should be noted that they are not endorsing the offers or in agreement with the employers approach.

3.4
It should be noted that although this is the best cost effective option available to local 

authorities, there is still a risk of equal pay claims being registered by employees 

who do not take up the compensation offer.

4. 
Current Position on Pay & Grading

4.1
Members will be aware that the Council has been carrying out a job evaluation exercise with a view to introducing a new pay and grading system and that steady progress has been made. The evaluation phase is predominantly complete 

although a number of jobs will need to be revisited as part of the exercise, (i.e. 

where there may have been significant changes to job content following 

restructures etc.).

4.2
Throughout the process the trade unions have been actively involved through a 

Steering Group established at the outset of the exercise. Regular meetings 
have been taking place the trade unions are continuing to play an active role.

4.3
The next phase, now underway, is to undertake pay modelling. The modelling 
software (Guage) has been obtained and the JE assessment data has been 
used to populate the system to undertake testing. The system has been 
demonstrated to Directors Team and the Trade Union members of the steering 

group.

4.5
Arrangements are in hand for a pay modelling session to take place with senior 

representatives from each directorate with a view to developing and costing options 

for consideration.

4.6
The target date for completion was 1st April 2007 subject to agreement on the 
outcome of the pay modelling exercise, the trade union balloting arrangements and 

the management of the resulting additional costs.

4.7
Work is ongoing on the pay modelling exercise and the resulting pay line will 
need to be formally agreed and will still be subject to consultation with the 
trade unions.

5.
Current Position on Bonus

5.1
There have been ongoing discussions with senior representatives from those directorates with current productivity bonus schemes. These deliberations have been aimed at determining the feasibility of withdrawing/replacing these schemes and the consequences for service delivery, recruitment and 
retention and employee relations.

5.2
The AGMA collaborative working group have also been actively considering this issue and the legal implications of stopping/withdrawing bonus schemes. 
Legal advice has been obtained and the risks involved identified.

5.3
It should be noted that a recent judgement on the issue of protection of pay (bonus) has raised a number of concerns which will need to be taken into account in our deliberations on how to handle the bonus situation.  This is also a matter being considered by the AGMA group.

5.4
It is essential that in resolving the equal pay issue we also take appropriate steps to avoid a recurrence in the future.  The removal of bonus payments, as we now have them, is an important feature in protecting our position.  The equal pay compensation arrangements include a provision which prevents those accepting the compensation payments from taking out claims up to 31st 
March, 2008.

5.5
Again discussions have been taking place with the trade unions who are clearly concerned about the financial implications for their members but understand the difficulties faced by the employer. It is likely that we can remove bonus as it now stands if we were able to agree a way forward with 
the trade unions to protect bonus payments during the period up to the introduction of the new pay and grading system.

5.6
These discussions are continuing with a view to arriving at an agreed way 
forward with the Trade Unions.

6. 
Budgetary implications Equal Pay and Pay & Grading

6.1
There are significant costs associated with resolving the equal pay issue and implementing the new pay and grading scheme. As a result of the RSG settlement, spending forecasts indicate that next year 2007/08 will have a number of significant budget challenges to address. 

6.2
Members will be aware of the arrangements being made to manage the costs associated with the equal pay exercise. This approach (compensation exercise) is consistent with the line taken by the majority of AGMA authorities.

6.3
The combined costs of the compensation exercise and the costs arising from the introduction of a new pay and grading system would place a further burden on the budget in 2007/08. A key element of the pay and grading system is affordability and an implementation date after April 2007 would provide for a financial strategy to be in place to manage the additional costs involved 

6.4
The trade unions have been made aware of these difficulties and whilst they understand the council’s financial position they have indicated that they would be unhappy with any delay in introducing the new scheme.

7. 
Trade Union Position

7.1
Throughout these difficulties, we have maintained very positive working relationships with the trade unions. The changes which have been taking place in terms of equal pay etc have given both the employer and the trade unions significant difficulties to overcome. The TU’s locally must be guided by both the regional and national officers. The fast changing equal pay climate 
has had significant implications for them and in some cases resulted in litigation against them and great caution on their part. This has impacted on their ability to follow the traditional collective bargaining route. 

7.2
It is imperative that these productive relationships are maintained, although 
there is a risk.

8. 
Proposals

8.1
Given the above it is proposed that the following actions be considered:

· Equal Pay – Conclude the signing off exercise and deal with any further formal claims as they arise on a case by case basis.

· Pay & Grading – Complete the pay modelling exercise, finalise the implementation arrangements including transitional arrangements and determine that the implementation date for the introduction of the new grades will be 1st April 2008.

· Bonus – Attempt to agree a way forward with the Trade Unions for the removal of the current bonus payments and evaluate the feasibility of introducing a policy payment during the transitional period up to the introduction of the new pay and grading system.

9. 
Recommendations

9.1
1.
Members note the content of the report and endorse the actions being taken 

to deal with the equal pay issues

2. 
That members give consideration to setting an implementation date of 1st April, 2008 for the new pay and grading system and that work is continued to develop an appropriate pay line, consultation with the Trade Unions continue and as far as possible any outstanding issues are resolved, including potential appeals before this date.

3. 
That the trade unions are formally informed of the decision and that appropriate communications take place with those staff involved advising them of the position and the actions planned over the next 12 months. 

4. 
That discussions continue with the Trade Unions with a view to concluding jointly agreed practical arrangements for dealing with the bonus situation as soon as possible, which will maintain productive employee relations, take into account potential recruitment and retention problems and without adversely affecting service delivery.
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