
LONDON BOROUGH OF NEWHAM 
 

CABINET – 23 NOVEMBER 2010 
 

COUNCIL - 23November 2010 
 
 
Subject:  Comprehensive Spending Review impacts – Proposed staff terms and 

conditions review  
 
 
Source:  Head of Paid Service 
 
 
Wards Affected: N/A 
 
 
Reason for urgency 
 
This report sets out proposals that are currently under consideration as part of the work 
on the draft 2011/12 budget following the Comprehensive Spending Review (CSR).  Due 
to the unexpected front-load of the CSR, it has been necessary to re-visit the Council's 
draft proposals for savings. Additional work on the proposals was necessary and the 
report not available for dispatch with the agenda. It is necessary for the Council to 
formulate its proposals now to enable consultation to commence with the trade unions 
before the Head of Paid Service formulates any final proposals for statutory consultation 
under Section 188 of the Trade Unions and Labour Relations (Consolidation) Act.  
 
Purpose of Report 
 
This report is for consideration and decision by Full Council as it relates to proposed 
action by the Head of Paid Service in respect of staff terms and conditions which are non 
executive matters.  However as the matter relates to the draft budget proposals currently 
being worked on for recommendation via the Executive to Full Council, and to help 
facilitate a full debate on the issues, this report will also be considered at a meeting of 
Cabinet immediately prior to being reported to Full Council for decision.  This will enable 
officers to give a presentation on the report and for questions to be dealt with in cabinet 
and all members will be invited to that and given an opportunity to speak. 
 
This report sets out the potential budget cut impact on Newham of the Comprehensive 
Spending Review, possible budget settlement estimates and the impact that will have on 
the Council’s finances for the 2011/12 and medium term budget proposals. The final 
settlement will not be known until December and budget proposals finalised and agreed 
in February. However, in so far as the Council plans to make savings which may 
potentially affect staff and/or their terms and conditions, it is appropriate to identify these 
at an early stage to enable consultation to commence with the trade unions and any 
recognised staff representatives in good time. This will enable their views to be properly 
taken into account prior to any firm decisions being taken. 

Agenda Item 3
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Newham Executive Board agreed to establish various work streams to look at what cuts 
may be required to meet this unprecedented budget reduction one of which is to look at 
staff terms and conditions. The principal vehicle for delivering the necessary budget 
reductions will be the Council’s overall Star Chamber process for 2011 – 2013/14.  On 
current projections the Council is likely to require a total estimated saving of £116 million 
over 3 years, £19.3m of which it is considered will need to be met from the terms and 
conditions work stream.  
 
The report sets the context of the savings in broad terms (in so far as they can be 
established at this early stage) and details the proposed areas related to terms and 
conditions that are associated with the programme, as well as those that have been 
explored, but following consideration, abandoned, following a detailed review of the 
current Newham employment offer. 
 
The report details the business case and context for change as far as it has been 
developed.  This will continue to be developed as and when the outcomes of the 
Comprehensive Spending Review are fully known in the December budget settlement. 
 
The report sets out options in relation to each of the areas upon which consultation will 
be undertaken with the Trade Unions. Full Council is asked to agree that the Head of 
Paid Service should commence consultation and negotiation with the trade unions on 
the proposals. It is proposed that any amendment to the proposals as a result of that 
consultation and negotiation is delegated to the Head of Paid Service for decision, in line 
with the Council’s Constitution and Scheme of Delegations.  
 
The report details the proposed implementation plan and associated timetable. However 
to enable appropriate flexibility any variation to the implementation plan will be delegated 
to the Head of Paid Service. 
 
The report details the risks, issues and consequences associated with a programme that 
intends to change employee terms and conditions, and the results of Equalities Impact 
Assessment work that has been undertaken to date. 
 
At the time of preparing this report additional work is being undertaken on the equalities 
impacts assessment and financial data and this will be regularly updated and help to 
inform the work with the trade unions and the ultimate decisions by the Head of Paid 
Service. 
 
Recommendations 
 
Cabinet 
 
The Mayor in consultation with the Cabinet is asked to: 
 
1. Note the report and in so far as the matters affect the draft budget proposal for 

2011/12 and the medium term budget strategy agree with the proposed actions and 
commend the report to Full Council for consideration. 
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Council 
 
The Mayor recommends Full Council to agree that: 
 
2. The Head of Paid Service have delegated authority to take forward proposals to 

change terms and conditions, subject to consultation and negotiation with the 
recognised trade unions.  This authority includes, should it become necessary, 
breaking from National Terms and Conditions and varying the current proposed 
timetable. 

 
Reasons for the Recommendations 
 
The Council must start meaningful consultation with recognised trade unions as soon it 
is known that changes affecting staff are proposed. This report sets out the initial 
proposals to enable that consultation is to start.  Because of the budget timetable that 
consultation needs to commence now to enable the Chief Executive to have regard to 
the outcome of the consultation in time for this to be programmed into the budget 
proposals for next year. It is anticipated that over the next three years, the Council will 
need to achieve savings of some £116 million.  The majority of this gap arises from the 
forecast loss of grant, but there are also other budget pressures to be managed relating 
to housing benefits/temporary accommodation, as well as savings planned as part of 
previous budget strategies.  A review of where this level of savings may be achieved has 
identified 5 major areas (a) property (b) procurement (c) social care transformation (d) 
customer access strategy and (e) staff terms and conditions.  The key drivers for 
identifying the areas for achieving significant savings are to continue to deliver residents’ 
priorities, recognising that our residents are reliant on many of our services and will 
suffer other impacts as a result of the Comprehensive Spending Review which may 
make our services more critical, whilst at the same time seeking to mitigate the number 
of job losses through redundancy.   
 
Consultation 
 
• NEB considered this matter on the 31st August, 21st September 2010 and 17th 

November 2010.   
• The following Members have been consulted:  the Mayor and Cllr Hudson. 
• On the 9th November 2010, the Acting Chief Executive held an early informal 

consultation meeting with the recognised trade unions on Comprehensive Spending 
Review outcomes. 

 
Members of the Executive were consulted on this matter on the 26th October 2010 and 
senior managers were briefed on the 9th November 2010. 
 
 
NAME OF LEAD OFFICER:      Kim Bromley-Derry 
POSITION:    Acting Chief Executive and Head of Paid Service 
 
Originator of report:  Steve Whitehead/Helen Sidwell  
Tel no: 020 3373 7669 
E-mail address: steve.whitehead@newham.gov.uk 
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Local Government (Access to Information) Act 1985 
Background papers used in preparing this report: 
• Terms and conditions work programme files  
 
List of enclosures / Appendices:  
• Appendix 1 – Benchmarking data 
• Appendix 2 – Work streams 
• Appendix 3 – Analysis of Post Reductions / Avoidance 
• Appendix 4 – Implementation programme / timetable 
• Appendix 5 – Equalities  
• Appendix 6 – Redundancy modelling 
• Appendix 7 – Newham Council sickness absence 
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Report 
 
1. Introduction and Background 
 
1.1 Given the current economic and political context, and specifically the 

outcomes of the Comprehensive Spending Review, as far as they are 
currently known, Newham is facing unprecedented financial constraints and 
the requirement to make very significant savings.  It is anticipated that 
Newham (with the exception of the Corporation of London) will be the hardest 
hit of the London boroughs, having to sustain a grant reduction of some 25% 
over the next 4 years.  Given this context, and the desire to maintain services 
that are resident priorities, and as far as possible, mitigate against compulsory 
redundancy and job losses, a review of employee terms and conditions has 
become necessary.  Given the scope of this work programme, and what it 
potentially entails, and in order for any proposal to change terms and 
conditions to go forward, it is necessary for Full Council to delegate authority 
to the Head of Paid Service to negotiate and consult upon such changes with 
the recognised trade unions. The Council’s preference would be to reach 
agreement with the Trade Unions if possible on how these cuts maybe 
achieved and remain associated with the National terms and conditions. 
However it is recognised that if such agreement is not possible it will be 
necessary to delegate authority to the Head of Paid Service to decouple from 
National Conditions and Pay Bargaining should this be a necessary step to 
achieving required savings. Whatever the outcome of this process, the Council 
is committed to continued positive industrial relations and the continuation of 
effective collective bargaining arrangements 

 
1.2  In taking any decisions on these proposals, the Council need to take account 

of the robustness of the business case for the changes proposed; that it has 
acted reasonably in terms of the processes for change; and that any new 
terms and conditions that they expect employees to sign up to/be engaged on 
are reasonable in the circumstances.  Some of the proposals contained within 
this report impact directly on pay, others only have a “cash value” where 
reductions in headcount through re-organisation are required in order to 
achieve the savings. Therefore through this report and the on-going future 
work those involved in the decision process will look carefully at the necessity 
for the change and the reasonableness of the proposed response to ensure 
they remain proportionate and appropriate. Alternatives will be carefully 
considered throughout hence the necessity for the wide delegations to the 
Head of Paid Service.  

 
1.3 To deliver these changes, and if a collective agreement with the trade unions 

cannot be secured, it is quite probable that the Council will have to dismiss 
and re-engage large numbers of its workforce if the proposals of the Chief 
Executive as Head of Paid Service at the end of the period so require.  This 
could potentially lead to Employment Tribunal claims and the Council has to 
be prepared for that and also be mindful of the potential for industrial action.  
Newham is a large employer and its actions will have an impact on its own 
local economy, although many of the proposals in this report are seeking to 
minimise that impact in terms of actual job losses. In terms of the level of 
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change and unrest these proposals are likely to cause the Council will want to 
be satisfied they should achieve the budget savings proposed with the desired 
outcome of doing so without detrimentally affecting key and priority service 
provision.  

 
1.4 The business case and context for change is given below. The attached 

appendices contain the relevant detail.  
 
2. Key Considerations and Sustainability – Business Case and Context 
 
2.1 Over the last three years (2008-2011), the London Borough of Newham has     

undertaken a targeted £70 million budget reduction/re-provision programme. 
Titled Star Chamber, this programme has been run with the key objectives of 
realigning budgets and resources towards addressing residents concerns and 
borough priorities. This has included maintaining a zero rise in Council Tax 
and service improvement whilst maintaining council balances at prudent 
levels.  

 
2.2 Throughout the lifecycle of the programme additional initiatives have been 

added. This includes capitalising on the move to Newham Dockside with back 
office reorganisation to realise savings – i.e. the centralisation of Policy and 
Performance functions and the establishment of the Business Support Group.  

 
2.3 Policy led Change is crucial and examples of this such as the Customer 

Access and Procurement programmes demonstrate how such changes are 
key components of the Star Chamber programme.  

 
Savings 2008-2011 

 
2.4 Whilst the target budget savings between 2008/09 and 2010/11 was £70 

million, current projections indicate that there will be a shortfall of some £3 
million.  This is indicative of the difficulty that the Council will face in achieving 
future savings to meet the CSR budget cuts.  

 
2.5 Fluctuation to the forecast and changes to savings deliverability are 

commonplace in the delivery of such a large cost reduction programme. When 
issues arise it is vital that management are swift to mitigate any potential 
misses in the programme. This could be via alternative planned savings, from 
overachievements elsewhere in the programme or by bringing forward new 
savings. Mitigating action is currently underway to address the misses in the 
Star Chamber programme for this year and it is anticipated that all target 
savings apart from the £3 million identified will be achieved.  

 
2.6  The resulting implementation of the Star Chamber programme has been 

 diverse and varied. Over 250 different work streams have been actioned, 
 focussing on a wide range of activities.  

 
2.7 The organisation has looked to increase income where possible and prudent. 

This has included areas such as Property and Planning, and Highways, 
Transport and Parking.  
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2.8  Business Process re-engineering / streamlining of processes have also 

 contributed to the programme. Key programmes have included increased 
 productivity in Cleansing, Waste and Recycling and improved processes as a 
 result of the Customer Access Programme (such as the realignment of the 
 parking service and its transfer to the Contact Centre). 

 
2.9 Likewise we have looked to achieve savings through reduced payments to 

third party suppliers via our procurement. 
 
2.10 The split between staff and non staff savings to date has resulted in 42% of 

savings relating to staffing and 58% relating to non-staffing. LBN has sought to 
mitigate against compulsory redundancy through redeployment and the 
deletion of vacancies.  The net result of this is that the actual amount of 
redundancies necessary to achieve the reduction of over 820 posts currently 
stands at 320.  The cost of these was £3.861million excluding severance and 
strain on the pension fund. The total cost to the Council of these redundancies 
(with severance and pension fund contributions) to date is £14.992 million: 

 
Table 1 – how post reductions have been achieved to date  
Star Chamber Programme  2008 – 2011 
Post reductions  820 
Redeployed 150 
Turnover / Vacancy 350 
Redundancies 320 

 
2.11 The delivery of the Star Chamber programme to date has created £42 million 

of resources available for re-provision.  The resources available for re-
provision has enabled the organisation to re-align resources to priority areas 
as summarised in the table below. 

 
Table 2 – Areas of budget re-alignment 

Directorate 2008/09 2009/10 2010/11 Total One Offs 

Adults/Leisure 4,000 3,700 0 7,700 1,750 
CYPS 1,600 1,500 3,855 6,955  
Environment 5,400 5,100 600 11,100 690 
Resources  1,500   1,500 1,000 
Corp Management 1,400  240 1,890  
Regeneration  3,750 1,200 1,627 6,577 600 
Corporate 750   750  
Other 1,000 1,000 438 2,438  

Total 19,400 12,500 6,760 38,660 4,040 

 
2.12 The growth has enabled the authority to focus resources in the areas of most 

 importance to residents and this includes:  
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• Employment – growth directed towards assisting local people into 
employment through Workplace. 

• Every Child a Musician – growth allocated to the development of the 
Every Child a Musician Programme.  

• Cleaner, Greener Newham – growth to deliver higher quality street 
cleaning  including 24/7 operation in main streets, and better supervision; 
building upon recycling initiatives (such as the introduction of recycling 
rounds) in order to drive up performance; introduction of the new grounds 
maintenance contract, higher standards of operation and more attractive 
and extended “green space” in the borough.  

• Safer Newham – growth to increase the number of “council tasked” PC’s 
and PCSO’s to form Safer Parks and Safer Estates teams; increase in the 
number of enforcement officers on the streets to over 50. 

• Adult Social Care – growth allocated towards improved health and 
quality of life for older people and vulnerable adults, ensuring that those 
local people who need them are able to access social care services at the 
appropriate time and with the appropriate level of provision.  

• Young Newham – Growth provided towards ensuring effective and 
secure management and delivery of safeguarding systems, and reflecting 
the increased number of service users. 

• Roads – Growth provision towards increasing the routine maintenance 
budget especially following the 2009 winter.  

• Protecting the borough from the tougher economic climate through a 
“recession package”. 

 
2010/11 and the emergency budget 

 
2.13 For the current financial year there is a budget exposure of some £11 million. 

 This has arisen as a result of both timing issues associated with the Star 
 Chamber programme and the practical implications of the Emergency Budget 
 announced in June 2010. These are detailed below:  
 

• Grant Loss           £4.7m 
• Acceleration of LHA into Housing Association Leased Schemes £3.2m 
• Star Chamber implementation costs B/FWD      £1m 
• Re profiling the Customer Access Programme      £1.6m 

 
2.14 To address the budget pressures faced by the organisation the following 

 management action has already been implemented to mitigate the shortfall: 
 

• Introduction of a moratorium on recruitment, the use of agency staff, the 
use of overtime, and the use of consultants – targeted to deliver £5 
million; 

• acceleration of the transformation programme in CYPS -  £1.9 million; 
• pay freeze - £1.7 million; 
• no in-year growth - £1.4 million; 
• other sources - £900,000. 
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2.15 To date the moratorium panel has delivered circa £2m savings of the £5m 
target. Measures to make additional savings are currently being investigated 
by management including a detailed challenge to the use of consultants and 
procurement of a consultant’s framework to ensure an appropriate gateway 
process before use and economies of scale when used. 

 
CSR Outcome 

 
2.16 The emergency budget served as a warning to the organisation as to the 

potential severe cuts that may be imposed as a result of the Comprehensive 
Spending Review. Following the Emergency Budget in June, the potential 
impact of the Comprehensive Spending Review was considered.  The 
Comprehensive Spending Review (CSR) was announced on the 20th October 
2010. The announcements in the CSR have very significant and far-reaching 
implications for local government, for local service provision and for the 
communities and citizens that the council serves. A wide range of cuts were 
introduced that will place great pressures on council services. Likewise the 
proposals on benefit caps are likely to have a direct impact on our residents 
and therefore cause additional strain in the area and to the level of essential 
public services necessary in an area with high levels of deprivation.  

 
2.17 Ring fenced education and health budgets mean that local government  

budgets are an easier source of public sector spend reductions. Because of 
the nature of our borough much of our funding comes through grants rather 
than the basic settlement or Council Tax receipts.   

 
2.18 Whilst the budget settlement will not be known until December, Newham will 

continue to lobby to make our somewhat unique position heard but in the 
meantime it is necessary to start to forecast what the CSR is likely to mean for 
Newham as we start considering the 2011/12 budget proposals and medium 
term budget strategy. Key headlines from the CSR include  : 
 
• 25% budget cut over 4 years  
• 45% cut in support for capital investment 
• Education capital cut by 52% over 4 years 
• Cost of borrowing increases 
• Housing Benefit savings  
• 10% reduction in Council Tax Benefit 
 
There are a number of national policies which will make our work more 
challenging. The Housing Benefit cap will affect a number of our residents by 
reducing the benefit available to them and potentially bring poorer families 
from wealthier areas to Newham putting additional strain on our services. The 
reduction in Council Tax Benefit Subsidy will reduce the support available to 
those on low incomes and may impact on our council tax collection rate. In 
addition the Government’s plans to increase social rents will place an 
additional burden on residents on the most stretched incomes. These 
measures are part of a range of welfare, tax credit and other social policy 
changes, which, cumulatively, will have a massive impact for residents and the 
way we manage services. 
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2.19 The net potential affect of the CSR means Newham faces the a total of 
£75.5m of grant cuts are anticipated over the next 4 years. As detailed below 

 
Table 4 - Grant 
Stream cut 
projections 

 
2010/11 

 
2011/12 

 
2012/13 

 
2013/14 

 
2014/15 

The Total 303.5m -39.2m -55.2m -61.7m -75.5m 

Total % Newham   -12.9% -18.2% -20.4% -25.0% 

National Total   -7.4% -11.4% -14.1% -18.5% 

 
2.20 However the total savings package required by the organisation is larger than 

the grant cuts alone. Already contained within the budget strategy are plans to 
deliver savings as a result of previous Star Chamber Programmes and a 
number of cost avoidance projects to deliver against the budget.  
 

2.21 Growth also remains a priority, as does the need to retain some budget 
provision to enable the Council to deal with future potential additional impacts 
that arise as a result of further cuts.  The authority is committed to delivering 
more on our priority areas meaning that the total cost of the programme 
required as a result of the grant cuts is now estimated at a total of £116m. 
Whilst the CSR indicated cuts required over 4 years the Council plans to 
profile our savings over three because (a) that is aligned to the medium term 
budget strategy (b) impact and morale issues are minimised by certainty and 
speedy implementation in many areas (c) Newham is mindful of the fact that 
there could be other savings in the future (and considers this highly likely) (e) 
the savings have been front loaded and (f) it is considered prudent to take 
account of the potential need to re-profile the programme and build the ability 
for contingency in. An assessment of the current budget model is contained in 
the table below which indicates the remit of the Star Chamber 4 programme. 
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Table 5 – Summary of savings programme 2011-2014 

Changes from 10/11 Budget 
in £millions 

2011/12 2012/13 2013/14 

Base Budget 2.7 10.2 13.5

Grant Loss 39.2 55.2 75.5

Total Deficit 41.9 65.4 89.0

Borough Priorities  3.1 10.0 24.7

Implementation Costs 3.4 11.4 2.3

Total Savings Required £48.4 £86.8 £116.0

Consisting of; 

• Existing Savings FYE 6.6 7.6 11.0

• Cost Mitigation / actions to 
reduce base budget 
increases 

4.6 7.9 12.0

• Star Chamber 4 Remit £37.2 £71.3 £93.0

Total Savings Programme £48.4 £86.8 £116.0

 
2.22 The uncertainty surrounding the funding challenges the Council faces over the 

medium terms results in the necessity to retain some budget provision to 
enable the Council to deal with the impact of further cuts.  Circa  £22 - 25m 
(subject to the final settlement) of the above relates to borough priorities to 
support re-alignment to priority areas. This also provides the council with a 
level of prudence required to meet the additional but anticipated funding 
challenges in the future. The cuts are prudently phased over a three year 
period, mirroring central government’s front loading of cuts to local authorities. 
This brings an element of certainty to the council’s finances despite the 
uncertainty regarding the possibility of additional cuts over the medium term.  

 
2.23 Savings need to be made in a variety of different ways. In order to minimise 

the impact on staff there are various programmes of work which include  
improved value for money from the procurement of services and contracts and 
increased income where possible from a complete review of our property 
portfolio. 

 
2.24 There are a series of high level saving programmes that are designed to 

 deliver substantial savings and are as follows: 
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• Social Care Transformation – CYPS (£13 million); 
• Social Care Transformation – Adults (£8.5 million); 
• Terms and Conditions (£19.3 million); 
• Procurement (£8 million); 
• Property (£7 million); 
• Customer Access (£3 million); 
• Senior management review (£3 million); 
• Prioritising services - “Doing the Right Things” programme (£2 million, 

  predominantly from the Environment Directorate); 
• East London Solutions – shared services (£1.5 million).   

 
2.25 These major programmes are supplemented by a further 8, less significant, 

programme streams with a value of £5m.  
 
2.26 Based upon the preliminary estimate of the grant settlement on the Council’s 

medium Term budget, the target  savings that have been identified to date 
result in anticipated budget  shortfall of £8million.    Work is underway to 
identify where additional savings may  be achieved 

 
2.27 Post reductions as a result of the Star Chamber 4 programme process have 

not yet been finalised but are estimated to be above the reductions made 
during the first 3 Star Chamber Programmes (820 post deletions). The initial 
analysis estimates post reductions between 900 and 1200. This is due to a 
large number of the programmes related to Star Chamber 4 having no post 
reductions associated with them which includes programmes such as 
Property, Procurement and Income Generation. The organisation will continue 
to mitigate actual redundancy through redeployment and the removal of 
vacancies.  However due to the reductions already achieved; the successful 
results of previous years may not be possible in the future.   

 
2.28 Against the overall Star Chamber package the Terms and Conditions 
 programme (£19.3 million) represents 12% of the overall programme.   
 
3. Terms and Conditions Work Programme 
 
3.1 A review, and detailed analysis of the cost, of all current terms and conditions 

has been undertaken, together with an exercise to benchmark 
Newham/National terms and conditions against those provided by other major  
public, private, third sector, and major local, employers.  Benchmarking data 
on annual leave and sick pay are set out in Appendix  1. A model for savings 
that could potentially be secured has been developed. In developing the 
proposals in this report a whole range of options have been considered and 
alternatives will continue to be considered throughout the consultation period.  
The proposals will affect the following staff: 
 
• Local Authority staff on NJC terms and conditions 
• Senior managers on JNC terms and conditions, as supplemented by local 

terms and conditions 
• Staff on Soulbury terms and conditions, in spite of the fact that this group 

are not governed by the NJC 
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The following staff are employed by the Council but are not on NJC terms and 
conditions: 
 
• Craft employees (however it is proposed that this group of staff will be 

scoped into any review of terms and conditions) 
 
3.2 In order to reach a position whereby early informal consultation may 

commence with the trade unions, detailed work has been undertaken which is 
set out in appendix 2.  This will inform the basis of the detailed consultation                                                                       
with the trade unions at the early/informal stages. The current proposed 
options for review and associated savings targets have  
been identified as follows, and whilst we will work with schools to encourage 
them to implement similar proposals, the Council can only vary those staff in 
the categories set out above: 

 
• Pay freeze (2012-2014) – annual cost of living award - £3.48 million 

over 2 years 
• Local allowances  - £2.09 million (maximum) (cashable through post 

reductions) 
• Part 3 national conditions of service - £2.29 million (maximum) 
• Incremental progression - £1.37 million (may not be applicable in 

whole or part if the pay and grading review is implemented prior to 
the next increment becoming due)  

• Reduction in redundancy/severance payments policy - £3.60 million  
• Annual leave/additional leave - £2.13 million (cashable through post 

reductions) 
• Sick pay - £2.09 million (maximum – depending on proposal finally 

agreed some of which may in part only be cashable through post 
reductions if sickness levels improve as a result of the policy 
change) 

• Pay and grading review – value to be determined and to be 
implemented as quickly as is practicable. 

• Management action to reduce use of overtime - £3.24m maximum 
(cashable) 

 
• This totals £20.29 million.  The target savings are £19.3 million.  The 

Head of Paid Service will consult/negotiate with the trade unions 
with a view to achieving £19.3 million savings from this programme. 

 
Although not strictly a terms and conditions issue, an element of the 
programme will be management action to reduce the volume of overtime 
worked.  The savings that will potentially be achieved are included in the figure 
of £20.29 million given above. 

 
Other options that have been explored but will not form part of the Council’s 
initial proposals for consultation are: 
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• Increased working hours (both 40 and 37.5 hours have been modelled at 
savings of £10m and £5m respectively but these savings would only be 
achieved through redundancies) 

• Pay cut – however, it is intended that a pay and grading review will be 
undertaken as soon as is practicable. 

 
Nevertheless the Council will of course continue to look at these options 
throughout the period of consultation should it appear appropriate to do so. 

 
3.3 The following will not be affected as LBN are not the direct employer or cannot 

dictate the terms applicable: 
 
• School based staff whose terms and conditions are determined by the 

school governing body under the Local Management provisions 
• Staff employed by Newham Homes, although Cabinet will consider a report 

in December seeking a decision to terminate the ALMO arrangements. 
Staff on Teachers terms and conditions. 

 
There is therefore a potential for terms which are currently broadly comparable 
becoming less so through this programme.  Whilst staff may seek to use 
others as comparators in any equal value or pay claim, as the Council cannot 
control the terms on which those staff are employed we would seek to argue 
that the difference is caused by a genuine material factor in that the decision 
makers are subject to different rules and are made by different decision 
making bodies.  However the Council will encourage schools to also review 
their terms and conditions and will be liaising with Newham Homes as those 
staff may shortly TUPE back to the Council (If the Council decides not to 
continue with its ALMO arrangement).  

 
3.4 Every effort will be made to remain associated with National terms and 

conditions.  However if collective agreement cannot be reached the Head of 
Paid Service may have no alternative other than to decouple from national 
terms and conditions to achieve the necessary cuts.  The conditions fall into 
those which are prescribed nationally and therefore non-negotiable (part 2), 
and those that may be negotiated locally (part 3).  The part 2 conditions that 
have been reviewed in the development of these proposals are sick pay policy 
and, through the association with national pay bargaining the annual cost of 
living award.  “Part 3” provisions of the National Agreement allow for local 
negotiation with the recognised trade unions.  It is fully intended to review all 
“part 3” conditions and this will be undertaken with a view to reaching 
agreement with the recognised trade unions.  These allowances include 
premium rates for overtime, weekend and night working, and so on. 

 
3.5 The value of the savings that could potentially be achieved without 

decoupling from national conditions is £9.22 million.   
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Table 6 – Savings acheivable without decoupling from NJC 
Annual Leave £2.13 million 
Local allowances (maximum) £2.09 million 
Redundancy and severance pay £3.60 million 
Incremental progression £1.40 million 
TOTAL £9.22 million 

 
3.6 This will be supplemented by the £3.24 million (maximum) achievable through 

management action to significantly reduce overtime amounts taking the 
maximum total saving to £12.46 million. 

 
3.7 This is short of the necessary target to meet the cuts required. To achieve 

those additional savings whilst protecting staff numbers and in the absence of 
alternatives it would be necessary to look to national terms.  

 
3.8 As mentioned above the Council could seek to achieve a collective agreement 

with the recognised trade unions on the basis of “part 3” conditions of service, 
and achieve an additional maximum saving of £2.29 million (not including 
overtime rate savings – see 3.2).   Were a collective agreement on these 
issues to be secured, the total maximum saving without requiring a break from 
national terms and conditions will be £14.75 million. 

 
3.9 Given the Council’s desire to remain associated with national conditions if 

possible we will also seek a collective agreement on the part 2 conditions that 
are proposed for review (sick pay and cost of living award). 

 
3.10 It is not anticipated, from the employers’ side perspective, that a cost of living 

award will necessarily be applied through national pay bargaining 
arrangements over the coming years.  It is therefore possible that a further 
£3.48 million could be added to this maximum savings total without a break 
from NJC provided collective agreement could be reached, taking the figure to 
£18.23 million.  This figure is an absolute maximum, with all conditions 
agreed locally, but retaining part 2 conditions in relation to the sick pay policy. 

 
3.11 Sickness absence is a major issue, and whichever sick pay policy is adopted 

for the future, significant management action will be required to drive down 
sickness. 

 
3.12 If it is not possible to reach collective agreement on national conditions, and a 

variation to them, the maximum value of the savings that would only be 
achieved through a break with national conditions is: 

 
Table 7 -  Savings only achievable by collective agreement or 
decoupling from NJC 
Sick pay policy £2.09 million (maximum) 
Pay freeze (however, see 3.6 above) £3.48 million 
“Part three” National Conditions 
detailed at 3.20  below  
(however, see 3.5 above) 

£2.29 million (maximum)  

TOTAL £7.86 million 
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3.13 As highlighted above, savings targets have proven difficult to achieve, and 

there is a risk that these proposals will not achieve the cuts required.  Some 
elements of this savings programme will necessarily be realised through 
headcount reduction.  However, the proposals that will be subject to 
negotiation and consultation are largely intended to mitigate against 
compulsory redundancy.  This detail is given at appendix 3. 

 
3.14 Appendix 2 contains information on options that will form the basis of initial, 
 early consultation/negotiation with the trade unions, and the intention will be to 
 achieve savings through collective agreement with the trade unions.  
 
3.15 Whatever the outcome of this process, the Council is committed to continued 
 positive industrial relations and the continuation of effective collective 
 bargaining arrangements.   

 
Further work streams 

 
3.16 Review of flexible working arrangements, to include recording and monitoring 
 and assessment of business need/service delivery requirements. 
 
3.17 Re-launch of flexible working policy and procedure to highlight the right to 
 request a voluntary reduction in working hours. 
 
3.18 Seeking employee and trade union views on alternative measures that will 

reduce costs, and factoring these into the consideration of options prior to any 
decisions being taken. 

 
3.19 Pay and grading review – a longer term project and subject to consultation  

with the recognised trade unions. 
 

Implementation 
 
3.20 Appendix 4 contains the proposed implementation plan and timetable. Key 
 milestones are: 
 

• Consultation with Trade Unions between now and January 
• Review of proposals following budget settlement in December 
• December – cabinet will firm up it’s budget proposals for scrutiny and 

consideration before presentation to Full Council in February 
• January/February – Head of Paid Service will formulate final proposals based 

on the consultation and will start implementation through service of S188 
notices to the recognised trade unions 

• March/April S188 consultation period ends and formal notice will be served if 
necessary to give effect to the changes 

• July/August 2011 – changes take effect.  
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4. Risk Management issues 
 
4.1 As stated at paragraph 1.3 above, it may well arise that the Council  will, in the 
 absence of any collective agreement with the trade unions or individual 
 agreement from all employees to any proposed changes, need to dismiss and 
 re-engage some 5,376 employees on the basis that dismissals will be effected 
 on the grounds of “Some Other Substantial Reason” (SOSR). 
 
4.2 To establish the “Some Other Substantial Reason” (SOSR) for dismissal 

grounds, the Council would need to show a “sound, good business reason” for 
the change. It is not necessary for the Council to show that it is the only 
possible way of making the savings but it must be able to show that without 
them there would be serious impacts on the Council’s business, resident 
priorities and any mitigation against job losses.  
 
Relevant factors will include: 
 
• Whether consultation and negotiation with the trade unions has been 

meaningful, and whether the Council has considered reasonable 
alternatives as presented through both early and formal consultation. 

• Whether the reasons for dismissal will still be valid at the point of any 
dismissals (this is why it is necessary to keep the business case and the 
budget settlement under close review). 

• Whether the proposed new terms are reasonable. 
• Whether the advantage to the Council and its residents outweighs any 

relative disadvantage to the employees. 
• Any Employment Tribunal (ET) may also look at what proportion of 

employees voluntarily accepted the changes – the more that do the more 
reasonable it is likely to be considered by any ET. 

• Whether the financial imperative is so great to warrant any adverse, 
particularly financial, impact upon employees. 

 
4.3 There are significant risks associated with the terms and conditions proposals, 

and critically the Council must ensure that it can demonstrate that all 
reasonable steps to secure the required savings have been appraised and 
that the erosion of terms and conditions represents a sound business means 
of delivering the required savings.  It will be necessary to further develop the 
full business case with all these considerations set out in detail and also in due 
course to consider any possible alternatives the Council may consider now or 
which may be suggested during consultation.  It is difficult to say whether what 
is proposed will (a) provide a sufficiently strong business case for change and 
(b) deliver the savings in any event. That work will be on-going and will be 
subject to consultation with the recognised trade unions.  However, it is 
essential that Full Council gives authority to the Head of Paid Service to 
commence early and when appropriate formal consultation with the 
recognised trade unions. 

 
4.4 A detailed review of the equalities impact of any proposal that is taken forward 

will also be necessary and may be so significant in impact as to warrant the 
Council having to take a different approach to meet the savings proposed.  
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Work has been undertaken in this regard in relation to all work streams and 
the results are detailed at the appropriate section of this report. EQIA’s are 
available for each option and will be discussed and kept under review as part 
of the consultation with the trade unions. These are set out in Appendix 5. In 
addition it is evident that some of the proposals will affect all staff and others 
may have a greater cumulative affect on certain staff groups.  Officers are 
looking at potential impacts in relation to (a) option proposals affecting 
“additional” payments over and above the pay and grade for the job (i.e. 
recruitment and retention, honoraria and flexibility payments) (b) proposals 
where the payment has not been made but affects a future payment 
(increments and pay freeze) (c) matters that affect all staff and may or may not 
have a “cash” impact on the employee (sickness pay and annual leave 
entitlements) and (d) payments which affect only specific groups of staff 
(largely the part 3 conditions). 

 
4.5 Traditionally Newham has not had any broad difficulty in recruiting and 

retaining staff.  Whilst on the face of it we will potentially have a less attractive 
employment offer in comparison to others, it is known that many local 
authorities are considering their terms and conditions and in the light of the 
CSR may be forced to do so if they wish to mitigate potential job losses and 
service closures. We have been monitoring what other boroughs are doing so 
as to try to avoid the risk of staff finding it more attractive to work elsewhere 
and to ensure our employment offer remains broadly in line with others, and 
we shall continue to do so through the consultation periods.  However the 
Newham proposals and associated savings targets as they stand appear to be 
further reaching and higher than those proposed by any other London 
Borough that has “gone public” to date.  The Council will also develop its 
people framework which will make clear the offer it has to develop and retain 
staff.   

 
4.6 Unfortunately in the light of the public sector spending squeeze there will be a 

negative impact on staff morale.  This is unavoidable and a clear 
communication policy is required along with clarity that the consultation with 
the trade unions will be meaningful and that the Council will be open to 
consider all suggestions made during the process. 

 
4.7 Due to the potential need to dismiss and re-engage some 5,376 staff on to 
 new terms and conditions of employment, there is a very significant risk of 
 unfair dismissal claims. This in itself will have a cost and detrimental impact on 
 staff morale and we will therefore do what we can to plan for this and to 
 mitigate the potential impact on services. 
 
4.8 There is a potential of other litigation arising for example breach of contract 

claims or (and possibly more likely) relating specifically to discrimination-
related legislation; equal pay, and S. 145 B of the Trade Union and Labour 
Relations (Consolidation) Act.  It is for this reason that the consultation will be 
as full and meaningful as possible and that we will be doing what we can to 
encourage the Trade Unions locally and nationally to embark on the 
consultation with us. EQIA’s will be kept under review and as always the 
Council will monitor its workforce to ensure what is proposed does not have an 
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unexpected consequence. The Council will ensure it keeps its usual trade 
union communication and consultation channels open and already provides 
additional trade union resource through additional full-time releases to help the 
trade unions manage the workload generated by the change programmes 
across the Council. Likewise the Council will re-enforce to the trade unions 
that any decision to withdraw in whole or part from National Terms and 
Conditions will not impact on the Council’s arrangements for local collective 
bargaining and consultation with its recognised trade unions and staff 
representatives. Whilst comparators may be drawn with other Council’s,  
Newham residents’ need for services and the potential impact of the changes 
to the benefit regime and impact of the recession on our residents means that 
we are anticipating some areas of growth in service requirement and therefore 
need to look for ways to achieve the savings whilst protecting those services 
our residents will need to access.  Appendix 3 gives an analysis of the 
redundancies that will potentially result from this work programme and 
importantly those that will be avoided.  The proposals could mean the 
difference between approximately 500 to 800 post reductions as opposed to 
between 900 and 1200 if the Council did not take these or similar steps.  
Therefore comparison with other councils where they may have a smaller 
workforce due to lower levels of service or past outsourcing, or where their 
residents may not face the potential impact that Newham expects may not be 
appropriate. Nor may comparison with others working in the borough whose 
terms and conditions are determined by other bodies (such as school staff and 
Newham Homes). However we will keep all other activity in other Authorities in 
this area under review and will try to work with our schools and Newham 
Homes to see if it is possible to achieve broad comparability across the 
employment offers if we can. 

 
4.9 There may be very significant industrial relations impacts and the possibility of 

industrial action over a protracted period of time and potentially leading up to 
the Olympics. However the Council is mindful of this and does intend to 
engage in constructive dialogue with the trade unions and would prefer to 
reach agreement on as many matters as we can in the interests of service 
provision.  As stated above one of the drivers for these proposals is to mitigate 
the potential number of redundancies which may otherwise be necessary to 
deliver the budget reduction anticipated.  

 
4.10 The proposals have been developed prior to the definitive Comprehensive 

Spending Review outcomes being known. However we have carried out a 
robust appraisal of what the CSR is likely to mean for Newham and factored in 
the need to review when the budget settlement is known.  The delegation to 
the Chief Executive as Head of Paid Service is designed to allow flexibility to 
the proposed timetable to enable that review to be had and consultation with 
the trade unions following the budget settlement. 

 
4.11 An ET cannot impose their consideration of what would have been a 
 reasonable response to the budget position on ours.  They can however 
 determine whether the Council’s decisions were in the range expected of a 
 reasonable employer.  In doing so an ET will look at Newham’s case and may 
 also be minded to look at whether our actions are well out of line with other 
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 authorities’.  If this transpires to be the case, then there will be a greater onus 
 on us to prove our case for change. Likewise an employment offer that is out 
 of step with other employers (public and private) will make it hard to recruit 
 and retain staff and it is for this reason that we will monitor what other 
 Authorities are doing and have carried out extensive benchmarking does.   
 
4.12 Implementation will  require very significant resources, particularly from the 

Human Resources,  Finance and Legal services and may detract from other 
work. The resources required to implement the changes will be extensive to 
make sure the Council keeps to its agreed procedures. As set out above the 
Council has already recognised the additional impact this may have on trade 
union  resources and has arranged for additional resources to continue, and 
will keep the trade union capacity issues under review. 

 
5. Impacts   
 
5.1 Equalities Impact Assessment.   
 
 The equalities impact assessment will inform all consultations and 

negotiations on these matters, and when final proposals are determined and 
decisions taken, a further equalities impact assessment will be undertaken. 

 The council will continue to monitor the potential outcome of its Star Chamber 
 programme as it will be necessary to ensure an equalities impact assessment 
 of the potential impact of those changes on services as well as staff. 
 
 However this report relates primarily to the proposals which may affect staff 
 and accordingly the EQIA in relation to the workforce and potential impact of 
 the proposed options for change is set out at appendix 5.   
 
 Equalities Summary 

 
• Of all the proposals the freeze on incremental progression has the most 

disproportionate and detrimental impact on all the employee equality 
groups identified.   This group of employees is mostly women (75%), 
significantly younger (7% compared to 3.4%) and in comparison to the 
workforce profile more are of BME origin (63.9% compared to 53%). This 
is reflective of the new starters within the organisation. Mitigating steps 
proposed are the (a) long run in and (b) freeze rather than complete 
removal and (c) a full pay review in the period.   

   
• The equality group that is most disproportionately affected is employees 

over the age of 50.  This group of employees is detrimentally impacted by 
six of the above proposals.  However, this is counteracted by the fact that 
some other proposals affect this group less than their proportion of the 
workforce. Likewise the disproportionate affect would appear to 
potentially be as a result of the disproportionate affect the policies has 
historically given which means that it would appear that the older 
workforce have gained an advantage from certain polices. Therefore 
warranting a review in any event.  
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• However, the key observation to be made is that whilst some of the T&C 
proposals may detrimentally impact on one employee group more than 
another, certainly in terms of their proportionate shares in the corporate 
workforce profile , the reverse may be the case for some of the other 
proposals.  For example, a reduction in the sleeping-in duty payment will 
disproportionately impact on women (85% compared to 63%) whilst a 
reduction in the shift allowance will disproportionally impact on men (75% 
compared to 37%).  This is true of all the employee groups and the 
proposals – when considered in totality there is no uniform conclusion 
that suggests that one employee group will potentially be disadvantaged 
over another.   

 
5.2 Protecting Children 
 
5.2.1  Not applicable  
 
5.3 Human Rights 

 
5.3.1 Not applicable 

 
5.4 Climate Change implications and the effect on the Carbon footprint 
 
5.4.1  Not applicable 
 
6. Comments of the Finance Officer 
 
6.1 The preparation of the Council’s 2011/2012 budget continues in line with the 

corporate programme and the first draft of the budget strategy will be available 
in December.  As this report rightly identifies, following the grant settlement 
announcement in early December the true nature of the financial constraints 
the Council faces will become known. 

 
6.2 The report sets out the financial targets identified for the Terms and Conditions 

element of the Star Chamber 4 programme. The report alludes to the 
difficulties in delivering such large scale cost reduction programmes and is 
explicit in detailing the risks to the programme and the Council as a corporate 
entity. 

 
6.3 A significant financial modelling exercise is required to support the 

assumptions and firm up the savings figures as the various initiatives are 
finalised in line with the preparation of next years budget. It should be noted 
that whilst the estimates to date are prepared across the Council pay budgets 
as a whole the vast majority of the savings will fall to the General Fund.    

 
7. Comments of the Legal Officer 
 
7.1 Matters relating to terms and condition of staff are Council (as opposed to 

executive) functions. These are delegated to the Head of Paid Services in 
most circumstances. However the Head of Paid Service may report matters 
relating to the terms and conditions of staff to Full Council under the provisions 
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of S4 of the Local Government and Housing Act 1989 and should also report 
matters there if it is (a) outside the budget framework and/or (b) controversial 
in nature. The purpose of this report is to seek authority from Council for the 
Head of Paid Service to take forward proposals that potentially impact on the 
terms and conditions of all Council staff and will impact on the budget position 
of the authority for the medium term. 

 
7.2 Legal considerations have been set out throughout this report. The Council 

must comply with the statutory framework for staff and collective consultation 
and its policies for implementing change. If it is not possible to reach 
agreement with all staff then it maybe necessary to dismiss and re-engage 
staff to implement the changes. The Council may only dismiss staff “fairly” for 
the circumstances set down in the legislation. In this case staff would not be 
redundant as they would be offered re-instatement on new terms and 
conditions. The Council would therefore need to show that there was some 
other substantial reason which warranted the Council’s actions and made 
them “fair”. To be so they would need to be within the bands of what a 
reasonable employer would do. The need to use these provisions to see 
through organisational change as a result of a change in business 
circumstances has previously been upheld as within the bounds of a 
reasonable employer.  

 
7.3 The Council must be able to show that it followed the statutory process 

including collective consultation with its recognised Trade Unions or staff 
representatives. We will have to show that during the consultation process we 
have (i) given sufficient information about the rationale and what is planned; 
(ii) that we have allowed sufficient time for consultation; and (iii) that we 
entered consultation willing to consult in a meaningful way and willing to 
consider alternatives.  This report seeks to achieve that by fully setting out the 
proposals on which informal consultation will commence wit the Trade Unions 
at as early a stage as possible (hence the special meeting) and by delegating 
to the Head of Paid Service the ability to consider the feedback from the 
consultation processes throughout the period and to take those on board 
along with the budget settlement (which will be known in the next 4 weeks) 
before firming up the proposal to put formally to the Trade Unions and staff. 

 
7.4 The Council has sought Counsel’s advice thus far and shall continue to do so 

 to help mitigate the risk of inadvertently failing to follow the correct process or 
giving rise to any successful challenge as it is important to the Authority to 
deliver these necessary savings through measures which are designed to 
minimise service and staff disruption and losses.  

 
8. Staffing Implications  
 
8.1 These are contained within the body of the report. 
 
9. Consultation 
 
9.1 Consultation that has been undertaken and that is proposed is detailed in the 

body of the report. 
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10. Conclusions 
 
10.1 Having regard for all of the information detailed above, Full Council is asked to 

agree the recommendations contained within this report.     
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APPENDIX 1 – BENCHMARKING DATA 
 

Benchmarking of Annual Leave 
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Sick Pay Benchmarking 
The chart below illustrates both the minimum, or standard, level of occupational sick pay (at full pay 
– in light orange, and half pay in dark orange) and the maximum entitlement available after several 
years of service (period at full pay in light green and period of half pay in dark green).   
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APPENDIX 2- DETAIL ON SPECIFIC WORK STREAMS 
 
1.0 Pay Freeze 
 For 2010/11 and 2011/12 there almost certainly will be a freeze on any pay 

award and Newham has already redistributed a projected 1% pay award via 
the agreed budget strategies for both these years.  Newham could look 
beyond this and put in place a pay freeze for a further two years until 2013/14 
for example.   With a salary budget (inc. on-costs) of some £174m, a one 
percent pay rise in one year is equivalent to £1.74m.  The two year saving will 
be £3.48 million.  Any deviation from nationally agreed pay awards would 
require Newham to leave the NJC pay negotiations.   

 
1.1 Local Allowance/payments schemes 
 Details of all locally agreed schemes are set out below, together with reasons 
 as to why such payments are made.   
 
1.2 It is proposed to review and reduce the following locally agreed payments: 

- merit increments; 
- flexibility payments; 
- honoraria; 
- recruitment and retention payments/market supplements; 
- broadband payments; 
- telephone allowances. 

 
1.3 Merit increments/flexibility payments/honoraria  
 
 Merit increments are accelerated increments within the employee’s grade 
 paid on the grounds of special merit/ability and/or examination success.  
 These payments are contractual for those employees currently in receipt of 
 them, and costs are met from existing salaries budgets.  The current value of 
 such increments is approximately £32k.  We cannot achieve savings from 
 merit increments that have been paid historically, but there is an option not to 
 pay any in the future (see below).  
 
 Flexibility payments are token, one-off payments of between £50 and £500 
 for flexibility exercised outside of the normal remit of the job role, or a one- off 
 payment equivalent to one/two increments for flexibility over a longer 
 period.  Costs are met from existing salaries budgets.  The value of such 
 payments for the financial year 2009/10 was £139.5k.  The spend on such 
 payments for the first quarter of 2010/11 has been approximately £30.7k.   We 
 cannot claw back these payments, but the Head of Paid Service could take 
 the decision to no longer pay flexibility payments in the future (see below). 
 

Honoraria are time-limited, monthly allowances paid to employees who are 
undertaking temporary additional duties/responsibilities that are associated 
with a higher graded post (but do not meet the criteria for a full acting up 
allowance), or that are required as a result of temporary project-based work, 
the temporary reallocation of work to cover a vacancy/sickness absence etc.  
Where an honorarium is paid to reflect a “partial” acting up, the payment will 
be governed by the national condition on this issue.  The value of all honoraria 
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and acting up arrangements for the financial year 2009/10 was approximately 
£442k, although many of these payments will have fallen under acting up 
provisions.  Spend for the first quarter of 2010/11 has been £106k, although, 
again, many of these will have been paid to reflect acting up arrangements.  
The projected annual spend is £426k.  Costs are met from existing salaries 
budgets.  The Head of Paid Service could take the decision to either review 
and/or remove honoraria payments, and take the decision not to pay them in 
the future (see below).    

 
1.4 Together with the overall risks associated with this programme which are 
 detailed elsewhere in this report, the issues associated with any proposed 
 removal of these schemes are as follows: 
 

• There is no specific budgetary provision for the above.  All payments are met 
from existing salaries budgets, and some assumptions have been made 
regarding savings going forward. 

• The recruitment moratorium would ordinarily result in managers applying 
honoraria/acting up and flexibility payments on a more frequent basis, with the 
need to flexibly deploy staff given the unlikelihood of permanent recruitment 
being agreed and the need to continue to deliver excellent services.  These 
payments generally offer cost effective solutions to resourcing issues, and are 
more valuable than ever under the current circumstances. 

• Managers may seek to re-grade posts to incorporate additional duties into a 
substantive role. 

• Individual employees may themselves seek re-grading if additional duties 
remain, but payment for them is withdrawn, on the basis of equal pay.  Equally 
where additional duties/responsibilities remain but the pay is reduced through 
the removal of compensation for that, equal pay litigation may result. 

 
1.5 Recruitment and retention payments/market supplements 
 

 These payments are associated with specific posts that are “hard to fill”.  
 Payments have been agreed through the presentation of a thorough business 
 case to a panel.  Under the terms of the scheme, payments may be removed 
 with three months notice, and without the need to dismiss and re-engage. 
 The total value of such payments is currently approximately £1.46 million.  
 Some £616k of this amount was paid to social work professionals. 
 
1.6 The spend for R&R payments by directorate are projected for 2010/11 as 
 follows: 
 

Directorate R&R Spend in 2009/10 
Adults (Social Workers) £225,773 
CYPS (Social Workers) £390,253 
Regeneration, Planning and Property £414,518 
Environment £11,477 
Resources £421,908 
Total  £1.46m 
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1.7 Together with the overall risks associated with this programme detailed 
 elsewhere in this report, the specific risk with any proposed withdrawal of 
 market supplements/recruitment and retention payments, is that the Council 
 may not be able to recruit and retain talented and valuable staff in “hard to 
 fill” posts.  An equalities impact assessment is currently being undertaken. 
 
1.8 Broad band payments and telephone allowances  
 These payments are made either as a contribution to, or full reimbursement 
 for, home broadband services and telephone line rental.  It is no longer 
 considered that these payments are appropriate.  The value of these 
 payments is currently £5.7k and £13.1k respectively. 
 
1.9  

Savings Local Allowances 09/10 Spend 
Merit Increments £32k   
Flexibility Payments £139k 
Honoraria  £442k  
Recruitment and Retention Payments £1463k   
Broadband Payments and Telephone Allowances £18.8k    
TOTAL  £2.095m 

 
Part three” National Conditions of Service which maybe varied locally.  

 

1.20 The following allowances are proposed for review: 
  

Savings National Conditions 09/10 Spend 
o Evening/night working enhancements  £293k 
o Saturday and Sunday working 

enhancements  
£690k 

o Public Holiday working enhancements -  £216k  
o Sleeping In Duty payment £59k   

o Standby/call-out  £84k 
o Travel/subsistence  £108k 
o Car mileage  £286k 
o Shift allowance £554k 
o Overtime (rate reduction and volume 

reduction combined) 
£3.240m 

TOTAL  £5.530m 
 
 

Management action through a review of job requirements and services could 
achieve some savings without a change to terms and conditions. However the 
scale of savings is unlikely to be achievable through management action 
within the current terms and conditions alone. Therefore it may be necessary 
to seek changes to the terms and conditions rather than re-arranging work 
patterns and the like to reduce reliance on these sorts of payments. 
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Incremental Progression 
 

1.21 Most employees who have not yet reached the maximum SCP of their grade  
receive incremental progression every April, progressing one SCP within the 
grade per year.  Many employees are already at the maximum point of their 
grade.  On April 1st 2012 some 1,409 employees will be due incremental 
progression with a total value of £933,439.27.  The table below gives a 
breakdown of those employees due an increment in April 2012 by their grade, 
and the total increase in the salary bill for that grade.   
 
Incremental Progression – April 2012 

Grade  No. of Employees due an Increment Total Value  
Scale 1 816 £129,086.57 
Scale 2 - 6 205 £120,710.13 
SO1/SO2 38 £39,786.33 
PO1 - PO7 264 £281,414.76 
SMR 86 £362,441.48 
Total  1,409 £933,439.27 
 

1.22 Equal pay issues could arise, given that there will be an enduring pay gap 
between people undertaking the same or similar work, or work of equal value.  
But the intention is that this will operate as a freeze only and that all pay and 
grading will be subject to a full benchmarked review. This is further 
exacerbated by the fact that there are some employees that  earn over their 
evaluated grade maximum.  Any over grade maximum payments would need 
to be withdrawn as part of this process in order to comply with equal pay 
legislation.  The value of this is some £417,109 however this is already 
included in the Star Chamber 3 programme. 

 
1.23 Were a freeze on incremental progression to be agreed for a period of two 

 years, from 2012 to 2014, the potential savings will be in the region of £1.4 
 million (£933k in 2011/12 and £442k in 2012/13).  

 
 Redundancy/severance payments 
 
1.24 The Council’s current policy provides for actual weekly pay to be used rather 

than the statutory capped figure of £380 and for discretionary severance of up 
to 1.5 weeks per annum to a maximum payment of £25,892.  Various 
redundancy modelling has been looked at so far and this is included at 
Appendix 6. It is recognised that the Head of Paid Service may need to look at 
some of those other models as part of the consultation process especially 
when the impact of the budget settlement is known and if the consultation 
results in other elements of the proposed options being varied and the budget 
target not being achievable. It is proposed that, subject to consultation with the 
recognised trade unions, the Council’s policy on redundancy and severance 
payments be reviewed. The Council could review the payment of actual grade 
rather than the statutory maximum and the discretionary severance element. 
The current preferred proposal and on which we will consult is that the 
discretionary severance element is no longer paid in the future.  This will 
achieve potential savings of £3.6 million based on redundancy estimates of 
all Star Chamber workstreams.  
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Annual and other leave provisions 
 

  1.25 Currently the basic annual leave entitlement is 23 days, rising to 31 days after 
5, 7, and 10 years service.  Senior Managers are entitled to 31 days, 
regardless of length of service.  In addition to this employees receive 8 public 
holidays and 3 additional set days at Christmas.  This is more generous than 
the national conditions and also benchmarks as a generous offer compared to 
others as shown in the benchmarking data at appendix 1 - the statutory 
minimum is currently 28 days (inclusive of public holidays).   

 
1.26 It is proposed that the Council withdraws the Christmas closedown period (3 
 days). 
 
1.27 It is proposed that Newham retains a basic entitlement of 23 days, with an 
 additional 5 days for 5 years local government service (in line with national 
 conditions), and withdraws/removes the Newham-specific days awarded at 5, 
 7 and 10 Newham years service, on the basis that these are potentially age 
 discriminatory. 
 
1.28 This would realise non-cashable savings of some £2.13 million, and these will 
 only become cashable through a redundancy/downsizing programme on the 
 basis that employees will be at work more frequently, so we will need fewer of 
 them. 
 
1.29 It is proposed that individuals will be able to buy additional leave which will 

enable them to retain their current entitlement and that the Council’s offer in 
relation to flexible working and unpaid leave be reviewed/reconfirmed to 
ensure staff are aware of alternative available to them should they need to 
enhance their leave entitlements. 

 
1.30 Further, it is proposed that all other leave provisions be reviewed, including  

the care for sick dependents leave scheme, the holiday of a lifetime scheme 
and the leave to visit relatives abroad scheme. 

 
 Sick Pay Policy 
 

1.31 It is proposed to review the current sick pay policy. The Council currently 
 applies the National Conditions on Occupational Sick Pay.  This scheme, 
 section 10 of the National Conditions, is as follows, and any deviation from it 
 will require a break from “part two” national conditions: 
 

10. Sickness Scheme 
 

10.1  The scheme is intended to supplement Statutory Sick Pay and 
  Incapacity Benefit so as to maintain normal pay during defined 

periods of absence on account of sickness, disease, accident or 
  assault. 

10.2  Absence in respect of normal sickness is entirely separate from 
  absence through industrial disease, accident or assault arising 

out of or in the course of employment with a local authority. 
  Periods of absence in respect of one shall not be set off against 
  the other for the purpose of calculating entitlements under the 
  scheme. 

10.3  Employees are entitled to receive sick pay for the following 
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  periods: 
  During 1st year of service 1 month’s full pay and (after completing 4 months service) 2  
  months  half pay. 
  During 2nd year of service 2 months full pay and 2 months half pay. 
  During 3rd year of service 4 months full pay and 4 months half pay. 
  During 4th and 5th year of service 5 months full pay and 5 months half pay. 
  After 5 years service 6 months full pay and 6 months half pay. 
  Authorities shall have discretion to extend the period of sick pay in exceptional  cases. 

10.4  The period during which sick pay shall be paid, and the rate of 
  sick pay, in respect of any period of absence shall be calculated 
  by deducting from the employee’s entitlement on the first day 
  the aggregate of periods of paid absence during the twelve 
  months immediately preceding the first day of absence. 
 
1.32 In addition to the financial considerations given above, the business case for 
 amending the occupational sick pay scheme is as follows. 
 
1.33 Currently 10.08 days are lost to sickness absence per year for each Full Time 

Equivalent employee.  The London average is 9.5 days.  Appendix 7 sets out 
analysis of sickness data in the Council.  Newham has implemented a number 
of initiatives to drive down its high levels of sickness absence.  These have 
included: 

 
• a revised sickness absence management policy and appeal 

mechanism 
• piloting a nurse–led absence reporting system 
• a star chamber process in services with high sickness absence 
• procurement of a new, outsourced occupational health service 
• improved management information 
• refreshed managers’ toolkit training 
• health improvement events and activities 
• procurement of a new employee assistance programme incorporating 

a counselling service 
 
1.34 Although sickness absence has improved, and long-term cases are better 
 managed, it is still considered to be unacceptably high, and there is a 
 significant issue with the management of short-term absence.  Various options  

for a new scheme have been considered to address this issue.  Benchmarking 
data has again been used and is included in appendix 1. One proposal is to 
have a “hybrid” scheme incorporating Statutory Sick Pay and reduced 
Occupational Sick Pay (other options are explained below).  No sick pay will, 
under this model, be paid for the first three days of absence.  Statutory sick 
pay will be payable for the 4th to the 7th calendar day of absence.  
Occupational sick pay would then follow at full pay for a period of three 
months, and at half pay for a further three month period. 

 
1.35 The 2009/10 spend on occupational sick pay for non-schools based staff was 
 £5,165,967.  Although this does not necessarily predict the level of spend  in 
 future years, it provides the most reliable figure for the basis of an 
 assumption. Were the proposed scheme to have applied over this period,  and 
 behaviour was consistent, spend would notionally have been 

Page 31



 £3,073,474.  We may therefore estimate savings in the region of £2.09 
 million.  However, it is anticipated that the implementation of a revised sick 
 pay policy will reduce absence, particularly shorter term, and this cashable 
 savings target (and those given below) may need to be achieved through a 
 headcount reduction.     
 
1.36 The above is one of a number of potential models that will be consulted 

upon/negotiated with the recognised trade unions.  Further examples are: 
 
 Occupational sick pay from second week of absence: 
 
 6 months 80% pay and 6 months 40% pay:  £2.3 million notional saving 
 4 months full pay/4 months half pay:  £1.82 million notional saving 
 4 months full pay/2 months half pay:  £1.94 million notional saving 
 6 months full pay/no half pay:  £1.75 million notional saving 
 Trigger model – see 3.41 below:   
 
1.37 The proposals given above have been developed principally by the need to 

deliver financial savings.  Some members of NEB have expressed concerns 
about any option that provides for SSP for the first week, principally because 
this model would result in nil pay for the first three days of absence and SSP 
for a further 4 calendar days, and so would disproportionately disadvantage 
those staff who take very little sickness absence, and because it may 
encourage people to present for work when they are unwell which could be of 
detriment to colleagues, service delivery and customers of the Council.  Such 
a scheme, with a 3 - day nil pay trigger at, say, the 4th day of absence will – if 
sickness absence behaviour does not change as a result of any new sick pay 
policy - deliver cashable of some £442k savings.  Such a scheme is designed 
to encourage attendance and/or a speedy return to work following a period of 
absence, and to deter persistent short term absenteeism.  Gains will therefore 
be in productivity rather than financial.  Savings, however, will still need to be 
delivered, and the target will remain some £2 million.  The delivery of these 
savings relies upon headcount reduction on the basis of increased 
attendance, and there will be associated redundancy/severance costs.  This 
approach could be combined with the 3 months full pay/3 months half pay 
proposal which of itself will potentially save £650k, taking the total potential 
cashable savings to £1.09 million. 

 
1.38 Together with the overall risks associated with this programme which are 

detailed elsewhere in this report, it is possible that any of the above proposals 
relating to sick pay, given that there may be an element of nil pay and SSP, 
will encourage people to present for work when they are unwell.   

 
 
 

Page 32



APPENDIX 3 – ANALYSIS OF POST REDUCTIONS / AVOIDANCE – T&C SAVINGS CALCULATIONS 
 

Condition 
of 

Service 
T&C option Total 

Potential 

Cashable 
without 
post 

reductions 

Potential Post 
Reduction 
Avoidance 

Potential Post 
reductions to 
achieve saving Comment 

Min Max Min Max 

National  

Sickness Option 1 - move to stat 
minimum for first 5 days and then 
3 months full / 3 months half pay  2090 Partial 52 35 17 35 

Assumed 30% increase in 
compliance in minimum model 
leading to headcount reductions - in 
maximum post reductions compliance 
assumed at 66% 

National  Sickness Option 2 - Trigger Model 2300 Yes 0 0 58 58 

Savings only through headcount 
reduction using the trigger level 
system 

Local  

Merit Increments 

32 Yes 0.4 1 0 1 

Direct Savings - although no specific 
budget can be identified this will be 
achieved from reducing an existing 
budgets. It maybe necessary for 
some budgets to look at headcount to 
achieve it but numbers are small. 

Local 

Flexibility Payments 

139 Yes 2 3 0 3 

Direct Savings - although no specific 
budget can be identified this will be 
achieved from reducing an existing 
budgets. It maybe necessary for 
some budgets to look at headcount to 
achieve it but numbers are small. 

Local 

Honoraria  

442 Yes 6 11 0 11 

Direct Savings - although no specific 
budget can be identified this will be 
achieved from reducing an existing 
budgets. It maybe necessary for 
some budgets to look at headcount to 
achieve it but numbers are small. 
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Local 

Recruitment and Retention 
Payments 

1463 Yes 18 37 0 0 

Direct Savings via removal of existing 
budgets no headcount reductions 
required  

Local 

Broadband Payments and 
Telephone Allowances 

19 Yes 0.0 0.5 0.0 0 

Direct Savings via removal of existing 
budgets no headcount reductions 
required  

National  

Evening/night working 
enhancements  

293 Yes 4 7 0 0 

Direct Savings via removal of existing 
budgets no headcount reductions 
required  

National  

Flexibility Payments Saturday and 
Sunday working enhancements  

690 Yes 9 17 0 0 

Direct Savings via removal of existing 
budgets no headcount reductions 
required  

National  

Public Holiday working 
enhancements -  

216 Yes 3 5 0 0 

Direct Savings via removal of existing 
budgets no headcount reductions 
required  

National  

Sleeping In Duty payment 

59 Yes 1 1 0 0 

Direct Savings via removal of existing 
budgets no headcount reductions 
required  

National  

Standby/call-out  

84 Yes 1 2 0 0 

Direct Savings via removal of existing 
budgets no headcount reductions 
required  

National  

Travel/subsistence  

108 Yes 1 3 0 0 

Direct Savings via removal of existing 
budgets no headcount reductions 
required  

National  

Car mileage  

286 Yes 4 7 0 0 

Direct Savings via removal of existing 
budgets no headcount reductions 
required  

National  

Shift allowance 

554 Yes 7 14 0 0 

Direct Savings via removal of existing 
budgets no headcount reductions 
required  
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Local  

Overtime 

3240 Partial 20 41 20 41 

Assumed that 50% of savings will be 
achievable from different ways of 
working requiring no headcount 
reductions. Other 50% will require 
headcount reduction. 

Local  

Removal of annual Leave 
provision (local)  

2130 No 0 0 53 53 

Savings through headcount reduction 
as these payments are not in any 
budget so can only be achieved by 
reducing an existing budget and 
leading to post reduction 

Local  

Implmentation of Pay Freeze  

3480 Yes 87 87 0 0 

Direct saving no headcount reduction 
required - pay freeze for 2010/11 
already assumed in budget strategy  

Local  

Freeze Incremental Progression 
1375 Yes 34 34 0 0 

Direct saving - no headcount 
reductions required 

Local  

Redundancy - removal of 
severance payments 

3601 Yes 0 90 0 0 

Reducing the cost of each 
redundancy will enable savings to be 
achieved which would otherwise 
require service/staffing cuts. Because 
of the one off nature of the saving 
occurring only when redundancies do 
it is difficult to estimate exactly how 
many posts this may equate to hence 
the wide range between the lower 
and upper figure.  

 Total Sickness Option 1 20301   248 396 91 144 

Under option 1 - Posts avoidance 248 
- 396 - post reductions between - 99 - 
144 

 Total Sickness Option 2 20511   196 361 131 224 

Under option 2 - Posts avoidance 196 
- 361- post reductions between 131 - 
224 
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APPENDIX 4 – IMPLEMENTATION PLAN & TIMETABLE 
 
STAR CHAMBER 4 – Terms and conditions - IMPLEMENTATION 
 
Implementation process 
 
1.1 The process for achieving changes to terms and conditions of employment is 
 clearly set out in the Council’s Procedure for Managing Change. 
 
1.2        It is not envisaged that any change amounting to a redundancy situation will 

 arise as part of this project.  A redundancy programme will however be a 
 consequence of it should certain proposals be taken forward. 

 
1.3 We do not have the contractual authority to simply impose unilaterally changes  

to terms and conditions.  The proposed changes will be of such significance that they 
will require either individual or collective agreement; or be implemented by dismissal 
and re-engagement where this cannot be achieved. 
 

1.5 A further characteristic of this change programme is the fact that the proposed 
changes will need to be agreed by the Full Council.  This is especially the case as the 
proposals necessarily mean a break from national terms and conditions and national 
pay bargaining.  This is a significant political decision for the Council to take. 

 
1.6 Following any decision, the Council will follow the statutory process required to 

comply with the provisions of Section 188 of the Trade Union and Labour Relations 
(Consolidation) Act 1992.  This requires collective consultation with recognised trade 
unions.  The period for that would be 90 days in these circumstances because more 
than 99 employees will be affected.  In fact 5,376 will be affected directly by the 
proposed changes. 

 
1.7 Whilst the 90 days is set in statute there has been case law which says such 

consultation must commence as soon as the Council anticipates it may have to 
dismiss and re-engage staff.  Obviously it is very much intended that we will achieve 
a collective agreement with the recognised trade unions.  So, following Full Council 
decisions and appropriate delegation to the Head of Paid Service a significant period 
of early consultation with the trade unions will commence in order to ascertain 
whether there will be any prospect of a collective agreement, or at least common 
understanding, and in order to avoid if at all possible significant industrial relations 
tensions and action.  However it is appreciated that ultimately it may be necessary to 
dismiss and re-engage some 5,376 employees who will undoubtedly feel unable to 
agree to the changes.  Accordingly the only way to effect such changes will be to 
serve them with appropriate notice and then seek to re-engage them on new terms 
and conditions. 

 
1.8 Any failure to comply with the statutory requirement for consultation could result in 

an award of 90 days pay as compensation to any member of staff with whom we fail 
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to consult appropriately and could undermine the Council’s position in any claim for 
unfair dismissal. 

 
1.9 The statutory dismissal procedure, which requires individual consultation with each 

member of staff affected by any proposal to dismiss, and an appeal mechanism, may 
not apply in these circumstances.  The decision as to whether this is the case is 
delegated to the Divisional Director for Human Resources.  The Council has always 
taken the view (hitherto accepted by it’s Trade unions) that the provisions relating to 
appeal relate to where and employee will lose their job rather than the 
circumstances where they will be re-instated but on different terms and conditions. 
We have had regard to a recent ET decision indicated that the Acas Code of practice 
– which incorporates what was formerly the Statutory Dismissal Procedure, may 
apply to SOSR dismissals.  However the Council has carefully considered this here 
and considers it does not apply and in such circumstances such a process would have 
no meaning and the proposal are based on a business case of such proportion that it 
affects all employees. However it will be necessary for mangers to discuss the 
individual circumstances with each employee as the impact on individuals will vary 
and it maybe necessary for staff to speak wit their managers about other polices or 
working arrangements the Council’ permits or adjustment to work which will assist to 
ameliorate the impact for particular individuals. In any event the period of 
consultation will enable the TU’s to make any representations on this. Even where 
this is the case, and the statutory procedure need not apply, the Council will be 
obliged to communicate, and make sure that each and every employee affected is 
aware of, the following: 

 
• the decision to terminate his/her employment for some other substantial 

reason, together with the reasons for the changes required; 
• the date of termination; 
• that at the end of the notice period a new contract will be on offer, with the 

new terms, to commence immediately after the previous contract is 
terminated; 

• the fact that it is still open to the employee to agree to the new terms during 
the notice period; 

• the fact that if the new contract is not accepted at the end of notice, 
employment will end; and 

• the fact that if they turn up for work following dismissal, they will be deemed 
to have accepted the new terms and conditions of employment. 

 
Allowing for this process the following timetable is currently proposed and will be kept 
under review. 
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Star Chamber 4 – Terms and Conditions Indicative Implementation Timeframe 
 

August 2010 

Head of Paid Service reviews proposals in consultation with the DDHR and 
the S 151 Officer. 
25th August 2010 – Mayor and lead member (finance) briefed on the 
potential for the council for budget cuts and the proposals across all work 
streams being considered by NEB to put to members. 
 

September 2010 

21st September 2010 – Report to NEB and steer on which proposals 
officers were to look at further. 
Continue to formulate possible proposals to put to the Trade Unions for 
initial consultation on the basis of NEB consideration. 
  

October 2010 

Continue to formulate proposals/undertake benchmarking. 
On-going consultation with Head of Paid Service on proposals. 
Comprehensive Spending Review outcomes announced and proposals 
reconsidered in the light of these. 
Operational Executive members briefed. 

November 2010 

Head of Paid Service, in consultation with NEB, determines which of the 
proposals to take forward for early consultation with the trade unions. 
Complete outstanding EIA and benchmarking work. 
Develop negotiating strategy and negotiating committee membership and 
terms of reference. 
Refresh communications strategy. 
Prepare full briefing/consultation documentation for early TU 
consultation. 
8th November 2010 – meeting with Mayor. 
8th November 2010 – meeting with Head of Paid Service (TU consultation 
planning). 
9th November 2010 – negotiating committee team members conference 
with Counsel. 
Full Council report drafted for legal and finance comments and approval 
and sign of by Head of Paid Service. 
17th November 2010 – NEB away day – proposals finalised by Head o paid 
service following away day. 
Full Council report to be distributed to the TU's as soon as it is available.  
Early consultation commences and meetings of negotiating committee 
organised and commence.  
18th November 2010 – Head of Paid Service conference with Counsel. 
19th November 2010 –urgent final report distributed to Full Council. 
23rd November 2010 - Special Full Council Meeting.  Full Council to 
delegate authority to vary proposals to Head of Paid Service through the 
early consultation process. 

 
 
 
 
 
 
 

Early consultation continues.  Respond to representations made 
throughout. 
Re-evaluate following budget settlement and TU feedback. 
Head of Paid Service develops final offer to the trade unions. 
Seek collective agreement to the proposals (TU consultative  
ballot) 
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December 2010 

Early consultation continues.  Respond to representations made 
throughout. 
Re-evaluate following budget settlement and TU feedback. 
Head of Paid Service develops final offer to the trade unions. 
Seek collective agreement to the proposals (TU consultative ballot). 
Prepare for industrial action (lawful/unlawful). 
 

 
January 2011 

Consider when to close early consultation and commence formal 
consultation.  Commence formal consultation – issue S188. 
If appropriate notify NJC of proposal to potentially decouple from 
national conditions.   

 
April 2011 

Consultation closes. 
Head of Paid Service considers feedback from consultation and provides 
written reasons for acceptance/rejection of any proposed changes. 

May 2011 
Issue formal notice of changes to terms and conditions, with the offer of 
re-engagement on new terms to all 5376 employees. 

August 2011 All employees on new terms and conditions. 
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APPENDIX 5 – EQUALITIES 
 
The table below provides the equalities profile of the groups of employees who are 
impacted by the various proposals and how they compare to the corporate equalities 
profile.  Where this is greater or less than 20% of the corporate profile this is 
highlighted in red and amber respectively.    

 
 
Loss of 3 “Closedown” days 
The removal of “Christmas closedown” leave will apply to all council employees.  However a 
relatively small number of employees are required to work on these days in 
essential/emergency services and compensation for this may well be varied under other 
proposals contained within this report.  The Council has carried out a cumulative impact 
assessment to see if some worker types are more adversely affected than others and has 
also included in those impact assessment relevant equalities data. However as this will 
generally have an impact across all workers it is not considered that it will have an impact on 
one group disproportionate to another. Nevertheless the Council recognises that people will 
have care responsibilities which can be more critical at certain times than others, especially 
related to school holidays or where other essential services may close or reduce service 
delivery, and Christmas is one of those periods. For these purposes the Council will 
emphasise the other policies it have available that staff can access such as seeking approval 
for unpaid leave, use of flexible working or the "purchase" of additional days. 
 

 EQUALITY GROUPS 

      DISABILITY WOMEN  
AGE - 

UNDER 25 
AGE - 

OVER 50 BME  

T&C PROPOSAL     % 8.70% 63.30% 3.40% 31.80% 53.00% 
Loss of 3 Closedown / Leave Days      n/a n/a n/a n/a n/a 

Loss of 3 Leave Days for 5, 7 & 10 years service  11.1% 63.5% 1.2% 45.2% 48.1% 
Freeze on Pay Awards until 2014     n/a n/a n/a n/a n/a 

Freeze on Incremental Progression until 2014   5.4% 74.8% 7.0% 23.5% 63.9% 

Removal of all Market Supplements / R&R  6.7% 54.3% 0.2% 36.9% 58.2% 

Review of Honoraria Payments     7.3% 63.6% 0.0% 23.6% 36.4% 

Reduction to Occupational Sick Pay     n/a n/a n/a n/a n/a 

Removal of SCPs above Grade Max      13.3% 60.6% 0.0% 53.0% 49.9% 
Reduction to Night Working Enhancements   8.6% 46.0% 0.0% 46.0% 59.5% 

Reduction to Sat/Sun Working Enhancements  8.4% 37.0% 8.9% 24.7% 55.2% 

Reduction to Public Holiday Enhancements 7.4% 48.7% 1.1% 47.2% 56.5% 

Reduction to Sleeping in Duty Payments   7.9% 85.7% 0.0% 57.1% 60.7% 

Reduction to Standby / Call Out Payments  5.7% 23.3% 0.0% 23.3% 37.2% 

Reduction to Car Mileage Allowance Rates 9.1% 57.2% 2.5% 29.4% 54.2% 
Reduction to Shift Allowance Rates   6.2% 24.6% 0.8% 19.8% 38.0% 

Reduction to Travel & Subsistence Rates   9.5% 62.6% 0.6% 25.3% 61.1% 

Reduction of the Overtime Enhancements 6.9% 44.6% 2.6% 34.0% 50.2% 

Reduction of Redundancy / Severance  9.0% 68.0% 6.3% 29.3% 58.8% 

The proportionate share is LESS than 20% 

Broadly reflective of the workforce profile 

The proportionate share is GREATER than 20% 
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Loss of 1, 2 and 3 extra Annual Leave Days for 5, 7 & 10 years Newham service  
The main observation is that the 3,709 employees with more than 5 years service (who will 
lose up to three additional leave days) - as anticipated - are proportionally older than the 
workforce profile.  Over 45% of this group of employees is over the age of 50 (compared to 
some 32% of the whole workforce that is over 50).  This may therefore indicate that this 
policy requires review in any event to deal with this potential differential treatment of 
employees who fall within different age ranges.  This may be anticipated in any policy subject 
to a length of service criterion. The Council recognised this potential when it reviewed its 
policies under the age discrimination legislation, and brought in some changes as a result. It 
now appears appropriate to vary this policy to deal with this potential impact and to ensure a 
return to the National agreed levels of annual leave to achieve a greater equality across the 
workforce as a whole.  It is noted that this group has a slightly higher percentage of 
employees who define themselves as disabled - 11.1% - compared to the workforce profile of 
8.7%. However it is not considered that removal of this additional benefit would detrimentally 
impact those that are disabled to a greater extent than others as it will be equally applied.  
Where any necessary adjustment is required this will be taken in to account by a review of 
individual circumstances. 
 
Freeze on Pay Awards until 2014 
It is proposed to apply a freeze on annual pay awards which will apply to all council 
employees. As this will apply to all employees it is not considered that this will detrimentally 
affect any particular group. 
 
Freeze on Incremental SCP Progression until 2014  
The proposal affects those that are "new" or "relatively new" starters or those recently 
promoted, as most incremental provision apply across 4 spinal points (one paid each year). 
The Council has sought to encourage applications for jobs from BME and at an entry level 
grade. A freeze of incremental progression potentially affects some 1,409 employees if they 
continue to be employed by the borough at the point of the effective date of the freeze.  
Nearly 75% of these employees are women, and 64% are of BME origin.  These are all 
significantly disproportionate to the workforce profile.  Further, equal pay and otherwise sex 
discrimination, as well as race and age discrimination issues may arise from a freeze on 
incremental progression, given that employees doing the same job in the same post, or a job 
of equal value, may be paid different rates over a more protracted period than would have 
previously been the case.  There are also employees who earn “over grade maximum”, while 
pay progression for others is stopped, exacerbating further potential pay inequalities.  The 
Council will minimise this impact by removing any "over grade maximum” increments and its 
proposals to freeze increments for two years, with effectively a long lead in, and to carry out 
a review on pay and grading in the meantime are designed to ameliorate the potential 
impact. However without this proposal the Council will not be able to meet its savings 
requirements and it could mean the only alternative would be a greater number of 
redundancies/impacts on services, which the Council wishes to avoid. 
 
Removal of all Market Supplements / R&R Payments 
The 521 employees currently in receipt of R&R/Market supplements, when compared to the 
corporate workforce, are slightly older (37% are over 50 compared to 32% of workforce), and 
male (46% compared to 36%).  Further, over 58% are of BME origin – slightly higher than the 
53% of the workforce profile of BME origin.  However it is not considered that the removal of 
such payments will disproportionately disadvantage BME employees any more than any 
other equality group.  It is imperative that the Council delivers on its equal pay obligations.  
Pay differences that result from market forces, although permissible with a genuine material 
factor defence, must be subject to regular review.  The proposal as it stands is that having 
carried out an initial review on the payments (including benchmarking) all payments will be 
removed, unless a case for payment is expressly agreed by the Chief Executive.   Such 
approval would require a robust case under the current policy which in itself would need to 
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make out the genuine material factor justifying the pay over and above that evaluated for the 
job. The removal of any payments, then, will support the Council to achieve pay equality, and 
it is considered that this overriding principle outweighs the detrimental impact on any 
particular group and is required applying the current policy for regular review and justification. 
Staff currently in receipt of such payments would be aware of the review criterion.     
 
Review of Honoraria and flexible Payments 
The group of employees in receipt of honoraria payments is broadly reflective of the 
corporate profile.  No specific equalities issues arise. Again such payments potentially give 
rise to pay inequalities and must be subject to regular review. Such reviews have not been 
as regular as would have been anticipated and in some cases these payments have 
continued for lengthy periods of time. The Council has a fully recognised pay review scheme 
for staff whose job requires them to carry out duties over and above those for which their job 
is evaluated. This should be used for such circumstances rather than the hitherto and easily 
accessed honoraria system which can give rise to discrepancies and pay inequalities which 
are hard to continue to justify.   Again exceptions will be permissible with the Chief 
Executives authority, but as set out other more robust policies exist for a proper audited and 
rational review of pay applicable to a job.  
 
Reduction to Occupational Sick Pay  
The proposal to reduce the occupational sick pay scheme will apply to all employees - 
however, it is clear that this will detrimentally impact those employees who need to take 
sickness absence over the corporate average, and has the potential of impacting to a greater 
extent on disabled people.  To mitigate against any disproportionate detrimental impact the 
Council will manage reasonable adjustments to the policy on a case by case basis, and in 
drafting any new policy will make explicit that this is the case.    
 
Removal of SCPs above Grade Max   
Employees paid above the maximum SCP of their grade tend to be considerably older (53% 
are over 50) and proportionally there are more disabled people (13.3%) in this group when 
compared to the corporate profile.  These are longer serving employees and the grades are 
likely applicable purely to long service or very historic agreements such as those reached on 
the introduction of new technology. These payments give rise to similar issues as set out for 
honoraria and are potentially in themselves discriminatory and therefore require review.  
Please see commentary above re. pay equality.   
 
Reduction to Night Working Enhancements Rates   
The most significant observation to be made for those employees who are paid night work 
enhancements is that they are older (46% are over the age of 50).  Also, nearly 60% of this 
group of employees are of BME origin (higher than the 53% workforce share).  The level of 
reduction to the night work allowance, if there is indeed any such reduction, is not yet known 
and will be subject to negotiation and consultation.  However it may be that without this 
proposal, and those listed below, the Council will not be able to meet its savings 
requirements and it could mean the only alternative would be a greater number of 
redundancies/impacts on services, which the Council wishes to avoid. 
 
Reduction to Sat/Sun Working Enhancement Rates  
Employees in receipt of weekend enhancements tend to be younger – some 9% are under 
the age of 25 (compared to 3.4% of the corporate workforce) and a just a quarter are over 
the age of 50 (compared to 32% of the workforce who are over 50).  The Council considers 
that weekend working is a feature of the normal working week for many employers, and 
particularly within service industry.  Any reduction or change in working patterns will be 
subject to negotiation/consultation.  Where specific issues arise on an individual basis as a 
result of this proposal – for example, weekend child care arrangements become prohibitively 
expensive for a member of staff through the withdrawal of or a reduction to enhanced rates, 
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these individual circumstances will be looked at in line with the Council’s flexible working 
policy, in order to ascertain whether the detrimental impact could be ameliorated.       
 
Reduction to Public Holiday Enhancement Rates  
Employees in receipt of enhancements for working on bank holidays are older (47% are over 
the age of 50 compared to 31.8% of the corporate workforce).  Any reduction or change in 
working pattern will be subject to negotiation/consultation.   Again the Council considers that 
it’s other polices should help managers and staff manage individual circumstances where 
necessary.  
 
Reduction to Sleeping in Duty Payments 
The majority of employees paid an enhancement for sleeping-in duties are women (85.7%) 
and are significantly older (57% are over 50) compared to the workforce.      
 
Reduction to Standby / Call Out Payments  
None of the T&C proposals would detrimentally impact on any of the equality groups 
considered.  Indeed, in what is a small group of employees, they tend to be more 
predominately male (just 23% are female) and of White/British origin (just 37.2% are of BME 
origin compared to 53% of the workforce).     
 
Reduction to Car Mileage Allowance Claim Rates 
The equality profile of employees who claim for mileage allowances is broadly reflective of 
the corporate workforce profile.     
 
Reduction to Shift Allowance Rates 
The key observations to be made is that employees in receipt of a shift allowance are 
predominately male (just 24.6% are women compared to over 63% of workforce) and just 
38% are of BME origin (compared to 53% of workforce who are of BME origin).    
 
Reduction to Travel & Subsistence Rates 
Broadly reflective of the corporate workforce profile.     
 
Reduction of the Overtime Enhancement Rate 
An analysis of all the employees in receipt of overtime, be it regular or one-off, demonstrates 
that it is broadly reflective of the workforce, and that only 45% are women, compared to the 
63% of the whole workforce who are women.  Additional contractual hours paid to part-time 
employees – predominantly women – are paid at plain time.  There is a pay equality 
argument that these rates should be equalised.  Likewise the majority of these savings can 
be met by better management of the working requirements such as to reduce the need to 
rely on overtime and to enable a better work/life balance.   
 
Reduction of Redundancy / Severance Payments 
The previous review of these payments resulted in a cap on the discretionary payments at a 
sum equivalent to that received by anyone on SO2  or below - thus offering some protection 
to those paid below SO2 who would continue to receive the full enhancements.  Therefore 
any proposal to remove that cap and essentially reduce the enhancement further for all 
employees will inevitably have a greater impact on those staff below SO2.  The profile of 
those 3,319 employees below SO2 reveals that more women (68%),and younger people 
(6.3%) will potentially be disproportionately disadvantaged.     However the impact will only 
apply if staff are made redundant and it may be that without this proposal the Council will not 
be able to meet its savings requirements and it could mean the only alternative would be a 
greater number of redundancies/impacts on services, which the Council wishes to avoid. By 
keeping the enhancement to full pay (as proposed) and through the benchmarking carried 
out the proposed scheme would appear to compare equally with others.  
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APPENDIX 6 – REDUNDANCY MODELLING 
 
Redundancy Modelling 
 

There are 3 main elements to the current redundancy payment model. Under this model the current 
estimated costs for Star Chamber 4 equals £12m.  
 
1. Redundancy 
The Council currently increases the minimum statutory redundancy payment by removing the weekly 
pay cap under the Employment Rights Act 1996 and basing the payment on the employee's actual 
weekly pay, length or service and age.  
 
2. Discretionary Severance 
Discretionary Severance is calculated on the same basis as Enhanced Statutory Redundancy but 
applied using a multiplier of 1.5 to the 
Redundancy entitlement. The maximum amount from discretionary payments has been capped at 
£25,893.00. 
 
3. Pension 
Dependent upon an employee’s age at the date of Redundancy they will be entitled to 
either; 

• A deferred pension based on their period of membership of the LGPS, which would become 
payable at normal retirement age 

       or 
• For employees who are over age 55 an immediate pension based on their period of 

membership of the LGPS. There is no entitlement to added years of service 
      and 

• A Lump Sum Retiring Allowance based on LGPS service to 31.03.08 
      and 

• the employee may also elect to give up part of the pension earned from 01.04.08 onwards 
for an additional lump sum. 

 
Model 1 – Moving to statutory minimum 
 
Under this model the estimated costs for the Star Chamber 4 programme reduce from £12m to £6m.  
 
1. Redundancy 
Under this model the statutory redundancy element will be calculated via the length of service and 
age but the amount of pay you can claim is capped at £380 per week (£19,670 per year). This would 
represent a 14% reduction in payments. 
  
2. Discretionary Severance 
Under this model the Discretionary severance element is removed representing a 30% reduction in 
payments. 
 
3.  Pensions  
Remains unchanged.  
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Model 2 – Removal of Severance pay 
 
1. Redundancy 
Under this model the Council would continue to increase the minimum statutory redundancy 
payment by removing the weekly pay cap under the Employment Rights Act 1996 and basing the 
payment on the employee's actual weekly pay, length or service and age.  
 
2. Discretionary Severance 
Under this model the Discretionary severance element is removed representing a 30% reduction in 
payments 
 
3.  Pensions  
Remains unchanged  
 
Model 3 –Severance pay modelling halved 
 
1. Redundancy 
Under this model the Council would continue to increase the minimum statutory redundancy 
payment by removing the weekly pay cap under the Employment Rights Act 1996 and basing the 
payment on the employee's actual weekly pay, length or service and age.  
 
2. Discretionary Severance 
Under this model the Discretionary severance element is halved to 0.75 with the £25,893 cap 
remaining in place. This represents a 12% reduction in payments 
 
3.  Pensions  
Remains unchanged  

 
 
 
 
 
 

 

* Current total budget provision is £17m.  £12.01m figure assumes remaining with a 36 hour 
working week.    
 
 
 
 

Total Total Saving 
Current  model estimated costs £12010k* 0 
Model 1 Move statutory minimum £6606k £5404k 
Model 2 Move to no severance pay £8407k £3603k 
Model 3 Move to 1/2 severance pay £10569k £1441k 
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APPENDIX 7 – NEWHAM COUNCIL SICKNESS ABSENCE DATA 
 

(i) Overview  
 

a) In 2009/10 the total no. of lost days due to sickness absence was 48,256.5 working days 
(FTE) – approximately 4.1% of all FTE working days.      

 
b) The mean number of lost working days per employee for 2009/10 was 10.32 days.    

 
c) The most common duration of instances of sickness absence is 1 day, with some 2,640 

instances of one sickness absence day.  This is followed by instances of 2, 3, 5 then 4 days.     
 

d) In 2009/10 the total value of the salary bill that was paid where the employee was sick was 
£5,165,967.63 – approximately 3.9% of the total salary bill.   

 
 

(ii) Duration of Instances of Sickness Absence (Modal Value) 
 

The most common duration of singular instances of sickness absence (by calendar days) is, by a long 
margin, 1 day - with some 2,640 instances (this is not the same as 2,640 employees who had a total 
of 1 day’s sickness absence – many of these 1 day instances will be from the same employees).  The 
table below shows how many instances there were by their duration.   
 

Duration of 
Instance No. 

No. of 
Employees 

 Total No. of 
Days  

No. of 
Employees 

 No. of  
Spells 

No. of 
Employees 

1 Day  2640 1,538  0 Days 2,065  1 1,306 
2 Days  1395 1,082  1 Day 334  2 839 
3 Days 760 676  2 Days 354  3 494 
4 Days 423 380  3 Days 280  4 309 
5 Days 451 407  4 Days 218  5 168 
6 Days 147 141  5 Days 211  6 82 
7 Days  255 235  6 Days 145  7 48 
8 - 30 Days 950 926  7 Days 165  8 25 
1 to 3 Months  297 293  8 – 30 Days 1,016  9 16 
3 - 6 Months  128 125  1 to 3 Months 359  10 8 
6 – 12 Months  98 71  3 Months + 229  10+ 15 

 
(iii) Current Cost of Sick Pay and Proposed Models 
 
In 2009/10 the total value of the salary bill that was paid where the employee was sick was 
£5,165,967.63.   
 

• By reverting to SSP for the first 7 calendar days of absence only (i.e., NIL pay for the first 3 days 
and SSP for the next 4 calendar days in a 12 month period) the pay bill would be reduced by 
some £1,440,450.32 to £3,725,517.31.   

• By reverting to SSP for every instance of up to 7 calendar days (Nil pay for every instance(s) of 1, 
2 or 3 days and SSP for the next 4 calendar days) the pay bill would be reduced by £1,519,587.00 
– just some £80k more.   

• Reducing the current scheme (6 months Full Pay / 6 Months Half Pay) to 3 Months Full Pay and 3 
Months Half Pay would have reduced the pay bill £652,042.96.  

• Reducing the current scheme (6 months Full Pay / 6 Months Half Pay) to 4 Months Full Pay and 2 
Months Half Pay would have reduced the pay bill £499.574.99  

• Reducing the current scheme (6 months Full Pay / 6 Months Half Pay) to 4 Months Full Pay and 4 
Months Half Pay would have reduced the pay bill £384,244.65.     
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(iv) Sickness Absence by Grade 
 

The table below shows the composition of lost working days due to sickness by grade group 
alongside the corporate profile of the workforce by grade to compare against.  Grade Groups Scale 
5/6 and SO1/SO2 ate the only grade groups where the percentage of lost working days is greater 
then their respective percentile shares of the workforce.   
 

Grade Group 
No. of 

Employees % 
Working Days 

Lost % 
Craft / Other  7 0.13% 230.6 0.5% 
Scale 1 -  4 1875 34.91% 14269.6 29.6% 
Scale 5 - 6 878 16.35% 10121.9 21.0% 
PO1 - LPO8 1527 28.43% 12344.8 25.6% 
SO1 - SO2 824 15.34% 10330.5 21.4% 
Senior Managers 260 4.84% 959.0 2.0% 
Total 5371 100.00% 48256.5 100% 
 
 
(v) Sickness Absence by Service Area 
 

The table below gives a breakdown of the average number of days lost due to sickness absence per 
employee, by service area, and sorts this in order with the poorest reporting service area first.   The 
average no. of days lost across the council is 10.32 days.   It is worth noting that the many of the 
council’s front line service areas and areas made up of predominately former manual workers (and 
many the lowest paid of employees) have the highest sickness levels – i.e., Social Care, Cleansing & 
Waste, NCCS, Customer Services, Community Safety, etc., whilst the Council’s back office and 
administrative functions tend to have the much lower sickness levels, such as Legal and Democratic 
Services, Policy, Partnerships & Communications, HR, ICT, etc.   
 

  Division 
Average days 

lost per person 
1 Community Safety 14.32 
2 Learning and Skills 14.03 
3 Health & Social Care Adults 13.64 
4 Cleansing Waste and Recycling 12.52 
5 Customer Services 11.91 
6 Major Sites 11.29 
7 Housing and Public Protection 10.43 

 Council Average (Non-Schools) 10.32 
8 Children and Families 10.22 
9 NCCS 10.21 

10 Transactional Services 9.81 
11 Highways Transport and Parking 9.68 
12 Leisure 9.68 
13 Service and Performance Improvement 8.37 
14 Strategy 8.21 
15 Technical Resources 7.99 
16 Council Tax and Benefits 7.87 
17 Finance 7.85 
18 Improvement and Performance 7.13 
19 Development 6.96 
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20 Information Communications Technology 6.88 
21 Human Resources 6.15 
22 Customer Access 5.59 
23 Policy Partnerships and Communications 5.54 
24 Legal and Democratic Services 5.13 
25 Capital Strategy and School Organisation 2.12 
26 Property and Development 1.92 
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