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FULL COUNCIL REPORT 

 

 

 

 

To:  Mayor, Ladies and Gentlemen 

CONSULTATION ON CHANGING EMPLOYEE 
TERMS AND CONDITIONS  
 

 
PURPOSE OF THE REPORT: 
 
As part of the Transformational Change agenda, to seek approval from Council options for 
changing employee terms and conditions, with a view to issuing a Section 188 to trade 
unions to start a 45 days consultation exercise.  
 

 
 

1.0 INTRODUCTION AND BACKGROUND  
 
1.1 Merthyr Tydfil County Borough Council is currently faced with an indicative budget 

deficit of £932,000 for 2015/16 and a cumulative indicative budget deficit of £5.843 
million for the period £2015/16 to 2017/18, as reported to Cabinet on 30th July 2014 
and based on the financial assumptions contained within the Medium Term Financial 
Plan (MTFP) approved by Council on 26th March 2014. 

 
1.2 The indicative budget deficits within the MTFP also included the withholding of any 

Employers’ Pay Award recommendation which was estimated at 1% per annum 
equating to the following: 

 

• £300,000 for 2014/15 

• £600,000 for 2015/16 

• £900,000 for 2016/17 

• £1.2 million for 2017/18   
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1.3 Any proposal to follow the Employers’ recommendations for pay awards will increase 

the projected budget deficits indicated in paragraph 1.1 by the totals indicated in 
paragraph 1.2, resulting in the following revised budget deficits: 

 

• £300,000 for 2014/15 

• £1.532 million for 2015/16 

• £7.043 million for the period 2015/16 to 2017/18 
 
1.4 The indicative budget deficits within the existing MTFP are based on an indicative 

Welsh Government revenue settlement reduction of 1.26% for 2015/16 and 
estimated Welsh Government revenue settlement reductions of 1% for both 2016/17 
and 2017/18. In a letter to all Leaders of Welsh Local Authorities dated 24th June 
2014 the then Minister for Local Government and Government Business stated: 

 
 “The current published indicative plans for 2015/16 see a reduction of 1.5% 

compared to 2014/15. There remains a possibility further amendments may be 
required and I would suggest you consider how you would respond to reductions of 
up to 4.5%”    

 
“It would be prudent for you to assume the current trends in Local Government 
funding will continue and you should scenario plan for a range of challenging 
settlements beyond 2015/16” 

 
1.5 In light of this, the Council is in the process of making very difficult and challenging 

decisions. The proportion of staff costs to net revenue budget 62%. It is therefore 
unavoidable that there will need to be a reduction in employee numbers and 
employee terms and conditions. 

 
1.6 In order to manage this reduction, a number of proposals have been developed 

which will make up the suite of options for consultation with the trade unions and 
employees. 

 

2.0 PROGRESS TO DATE 

 
2.1 There have been discussions with the trade unions since November 2013, following 

the application of a Section 188 letter starting formal consultation with the trade 
unions. The recognised unions are GMB, Unison and Unite. Unite have chosen not 
to participate in the consultation process to date although will be re-invited. 

 
2.2 A Cabinet report was ratified on 23rd December 2013 with a number of proposed 

compulsory redundancies identified. A continuous consultation exercise was 
introduced to manage these redundancies. 

 
2.3 Since February 2014, the unions have been in discussion with officers to consider 

alternative options to redundancy, which are set out in Table 2 below.  
 
2.4 Discussions with the unions have also included the reduction of agency worker 

usage. Whilst there are still a number of agency workers within the workforce the 
numbers are gradually reducing through service re-design and redeployment of 



permanent employees.  In the longer term the Neighbourhood Services (ASD) model 
aims to reduce agency workers further through annualised hour contracts.  

 
2.5 The Redeployment and Redundancy Policy has also been updated and has resulted 

in a reduction in the length of time employees are protected if their salary is 
decreased due to redeployment. It is now a gradual decrease over 1 year (4 months 
100%, 4 months 66%, 4 months 33%). 

 
2.6 The process of mitigating the number of compulsory redundancies has to date been 

successful, with only 2 employees affected to date.  
 
2.7 In July 2014 a project in connection with the Job Evaluation policy was began, where 

employees who have responsibility for supervision within their evaluation are re-
assessed, and where there is a change, this may affect the grade. This is to ensure 
that the policy is being applied correctly and fairly with potential savings currently in 
the process of validation.  

 

3.0 CURRENT CHALLENGES  
 

3.1 Based on the then Minister for Local Government and Government Business’ 
comments outlined in paragraph 1.4 the Chief Finance Officer presented to Council 
on 16th July 2014 the impact on indicative budget deficits of funding scenarios of 
reductions of 2.5%, 3.5% and 4.5%. These are summarised in Table 1. 

 
Table 1 – Potential Revised Indicative Budget Deficits 

  

Description 2015/16 
£’000 

2016/17 
£’000 

2017/18 
£’000 

 
Budget Deficit (Cabinet 30th July 2014) 
 

Budget Deficit (-2.5% settlement) 

 

Budget Deficit (-3.5% settlement) 

 

Budget Deficit (-4.5% settlement) 
 

 
932 

 
2,065 

 
2,978 

 
3,891 

 

 
3,393 

 
5,850 

 
7,621 

 
9,373 

 
5,843 

 
9,577 

 
12,153 

 
14,678 

 
From Table 1 it is evident that the worst case scenario of a budget reduction of 4.5% 
per annum over the period 2015/16 to 2017/18 will result in a revised indicative 
budget deficit of £14.678 million over the 3 years. It should be noted that the 
withholding of the estimated 1% employers’ pay award is currently included in the 
budget deficit scenarios in Table 1, with any reversal of the previous Cabinet 
decision resulting in increased deficit positions as indicated in paragraph 1.2. 

 
 
3.2 It is clear from the budget deficit scenarios in Table 1 that there is much more work 

required to identify the desired savings. There is a need to review the terms and 
conditions of employment to ascertain if changes within these areas will assist the 
Council in meeting its targets. 



 
3.3 The time scale of achieving this is very tight as the savings need to be implemented 

at the latest on 1 April 2015. The intention is to set out a selection of options to 
discuss with the unions and employees with a view to agreeing so as to create the 
desired savings as part of a three year plan. 

 
3.4 If this is achieved, this will form a collective agreement. However, if this isn't 

achieved, the Council cannot afford to delay making the savings, and will instead 
have to revert to imposing the changes which will result in dismissal and re-
engagement of all affected employees.  

 
3.5 It would be preferred to secure a collective agreement, however, there has been little 

progress made with the trade unions to date in agreeing on a set of proposals. If the 
savings are not met in the required time scales, there will be a danger of more 
compulsory redundancies to be found. Therefore a Section 188 will need to be 
served to the trade unions to ensure that at the end of the consultation period the 
Council has the option of imposing the changes. 

 

4.0 SUITE OF OPTIONS 

 
4.1 Whilst it is recognised that making changes in the terms and conditions of 

employment is a last resort, they are necessary in the current climate if the desired 
savings are to be achieved.  

 
4.2 The unions have suggested a number of options to date, all of which have been 

considered. None of these suggestions would deliver the minimum £300k per 
annum. 

 
4.3 The suite of options will be applied to the 'green book' NJC, Chief Officers JNC, and 

Chief Executive.  
 
4.4 As part of the discussions with the trade unions, the Living Wage has also been 

proposed to be built into the changes for 2015/16 to protect those most vulnerable 
from poverty. If this is implemented, this equates to 81 employees who are on SCP 
10 or below, reducing the savings by £53,000. 

 
4.5 The implementation date for the agreed suite of options will be 1 April 2015. 
 
4.6 The suite of options to be considered and agreed by Council is outlined in Table 2.  
 
 
 
 
 
 
 
 
 
 



 Table 2 – Employee Terms and Conditions Suite of Options (excludes school based 
staff) 

 

Option Proposal* No. of 
affected 

employees 

Approximate 
savings £'000 

2015/16 

1 1 % decrease per SCP 1,254 333 

2 1.5% decrease per SCP 1,254 499 

3 2% decrease per SCP 1,254 679 

4 2.6% decrease per SCP 1,254 866 

5 3% decrease per SCP 1,254 1,024 

6 Voluntary Unpaid leave (buy back) Up to 1,254 To be 
determined.  

7 36 hour week (pro rata for part time) 1,242 564 

8 3.5 days unpaid leave (pro rata for 
part time) 

1,254 470 

 
*Points 6-7 also excludes posts that would require cover eg Social care, lifeline & 
leisure and culture facilities to remain open to the public)  
 

5.0 EXCLUSION OF SCHOOL SUPPORT STAFF 
 
5.1 The proposals cover the NJC’ green book’ employees, JNC Chief Officer, and Chief 

executive terms and conditions. There are a number of ‘green book’ employees who 
work within schools. These are either in Voluntary Aided Schools where the school is 
the legal employer, or schools with delegated authority to manage the budgets, 
where the Council is the end employer. 

 
5.2 It is acknowledged that the green book employees who work within schools would 

ideally be included in the above proposals for purpose of equality and fairness. 
However, due to the position of ‘ring fenced’ budgets within schools, any savings 
made from changing the terms and conditions of school based staff, would not be 
attributed to savings from the revenue budget. In addition, agreement would need to 
be obtained from each Governing Body to implement the changes. For these 
reasons they are not included in the proposals for this report. 

 
5.3 Despite not including school support staff within this report, it is intended to work with 

schools in realising the changes for school based staff in the interest of equality and 
fairness to all ‘green book’ employees.  

 
6.0 PENSION IMPACT  
 
6.1 There is the potential for there to be an impact to employees’ pension benefits, 

especially where the benefits are based on final salary, which could be affected by 
these proposals. The definition of final pay for benefits built up before April 2014 
remains the same as it was before the Scheme changed. Final pay is normally the 



pay in respect of the employee’s final year of the scheme membership on which they 
paid contributions, or one of the previous 2 years if this is higher.  

 
6.2 In addition, if an employees pay is reduced, or increases to their pay is restricted in 

the last 10 years of continuous employment with the authority, they continue to have 
the option to have all their re 2014 membership based on the average of any 3 
consecutive years’ pay in the last 13 years (with each year ending at 31 March). 

 
6.3 Since April 2014 the LGPS has a career average scheme where employees build up 

an amount of pension for each year in line with inflation – the ‘revalued’ element of 
the scheme. 

 
6.4 If pay is lower in any year then the pension built up for that year would be lower, so 

any impact to pay will also have an impact to pension. Naturally the different 
scenarios given will impact in different ways: 

 

• Reducing each spinal point within each grade by a set percentage – the pay, and 
accrued pension for that year, will be lower and, subject to the protections 
outlined above, it may also affect the final-salary element of their benefits. 

 

• Reduction in the working week from 37 hours to 36 hours – the pay, and accrued 
pension for that year, will be ≈ 2.70% lower.  This may not affect the final-salary 
element of their benefits as that is based on FTE (which will remain unchanged). 
 

• Unpaid leave – the pay, and accrued pension for that year, will be ≈ 4.79% 
lower.  This may not affect the final-salary element of their benefits as that is 
based on FTE (which will remain unchanged) and they can purchase additional 
pension in respect of the lost pension from the unpaid leave amount (please see 
below). 

 
6.5 Individuals can purchase extra pension in the scheme, either through Additional 

Pension Contributions (APC’s) or Additional Voluntary Contributions (AVC’s). This 
also applies to unpaid leave, where an employee can purchase APC’s. The 
Regulations allow the employer to share the cost. 

 
6.6 Employees can also pay 50% of the contribution for 50% of the benefits, which 

means if any employee has a reduction in their salary they can reduce their 
contribution without leaving the scheme. 

 

7.0 METHOD OF ACHIEVING THE CHANGES, AND TIME LINE 

 

Collective Agreement 
 
7.1 Subject to Council ratification, the preferred method of achieving these savings is 

from the creation of a collective agreement. The recognised collective bargaining 
group that will need to agree this is GMB, Unison and Unite. 

 
7.2 This would require each trade union to ballot their members on the final suite of 

proposals which would need to result in a 'yes' vote. If this is achieved, the collective 



agreement would be put in place for a period of 3 years, at which time the 
agreement would be re-negotiated. 

 
7.3 The impact on the workforce is that following the signing of the collective agreement, 

the changes would be implemented into all the employment contracts of the 
workforce whose terms and conditions fall within the terms and conditions of those 
affected. The changes would then take place on a specified date as agreed within 
the collective agreement (at the latest 1 April 2015). 

 

 Imposition 
 
7.4 If any one of the trade unions does not agree to ballot, or the ballot returns a 'no' 

vote, a collective agreement cannot be implemented. Because the savings would still 
need to be found the only alternative would be to dismiss and re-engage the 
workforce.  

 
7.5 It is for this reason that it is recommended to submit a Section 188 at the start of the 

unions consultation on these proposals. This would allow the Council to implement 
without a collective agreement. 

 
7.6 For purposes of dismissing and re-engaging the workforce on new terms and 

conditions, it must be treated as redundancy even if it is the intention of the Council 
to continue to employ the individual in their job. The case GMB V Man Truck and 
Bus UK Ltd (2000) set out the need to issue a Section 188 notice if it is the intention 
of the employer to change terms and conditions of employment. 

 
7.7 As the numbers of employees affected will be more than 100, the issuing of the 

Section 188 must take place at least 45 days before the terms and conditions are 
changed. During the 45 days there must be meaningful consultation with the trade 
unions in minimising the impact of the changes. 

 
7.8 In this context, meaningful consultation means exploring the impact on equality, 

financial savings, review of all terms and conditions that are in existence, and 
alternative proposals that would limit the number of staff affected by the changes. 

 
7.9 In addition to the Section 188 notice, the Council is under a general duty to assess 

the discriminatory impact on employees as defined within the Public Sector Equality 
Duty. Consideration of appropriate steps need to be taken if any characteristic group 
are negatively affected. 

 
7.10 If the Council undertakes a dismissal and re-engagement exercise, this will be 

implemented on a permanent basis. The timetable proposed is set out in Table B 
below: 

 
 
 
 
 
 
 



Table 3: Time table of consultation and change 
 

Stage Days Start date End date 

Council ratification 1 15th October 2014 15th October 2014 

Issue of S188 with 
consultation 

45 16th October 2014 29th November 2014 

Union ballot 21 29th November 2014 21st December 2014 

EITHER 
Collective agreement 
signed for 1 April 2015 
implementation 

7 21st December 2014 28th December 2014 

OR 
Dismiss and re-
engagement for 1 April 
2015 implementation 
(Requires individual 
consultation for 
employees not willing to 
sign the new contract) 

90  21st December 2014 22nd March 2015 

 
 

8.0 LEGAL AND HR IMPLICATIONS TO DISMISSAL AND RE-
ENGAGEMENT 

 
8.1 If an employee who has been dismissed under their current contract refuses to sign 

up to the new contract they may claim unfair dismissal. This form of dismissal would 
be considered dismissal for ‘some other substantial reason’. As long as the Council 
can demonstrate that this was the only option left open to be able to make the 
relevant savings, and every effort was made to make the savings in some other way 
(including the creation of a collective agreement), then it is likely that this claim would 
not be successful. 

 
8.2 If an employee decides not to sign a new contract of employment, they will be 

automatically dismissed. This could have an impact on service delivery. 
 
8.3 The unions themselves may wish to take collective claims, which is usually in 

relation to a challenge that the Council did not apply fairness in its procedures. A 
tribunal would consider the following: 

 

• The employers motives for undertaking the changes 

• The employees reasons for refusing the changes 

• Whether enough information was shared with the employees and union to explain 
the full impact and purpose 

• Whether consultation started early enough to give the employee and unions 
enough time to respond and engage in consultation 

• Whether the employee genuinely considered alternative options 



• Whether the employee attempted to obtain voluntary agreement through a 
collective agreement 

• Whether the majority of the employees agreed to the changes 

• Whether any of the recognised unions were to prepared to sign up to a collective 
agreement if the ballot had resulted in a ‘yes’ vote 

 
8.4 If the union are successful they could receive a protected award of up to 90 days 

gross earnings for every employee affected.  
 
8.5 The unions may also decide to pursue industrial action on the changes.  
 

9.0 DISCLOSING INFORMATION FOR PURPOSE OF COLLECTIVE 
BARGAINING 

 
9.1 The information which employers are obliged to supply the trade unions falls under 

the duty to disclose for reasons of collective bargaining, section 181 (ACAS Code of 
Practice). The purpose is to engage in good industrial relations and enable the 
unions to take an active part in identifying options. It does not specify what data must 
be shared and enforces no legal obligation, but will be used to test reasonableness.  

 
9.2 Enough relevant information must be given to the trade unions so as not to impede 

their role within the collective bargaining process. The employer is able to protect 
data that falls under the data protection legislation and data that would cause 
confidentiality risks.  

 
9.3 It is important to recognise that the employer is not expected to assemble data that 

would entail an unreasonable length of time or resource to create. The trade union 
should make any request for data in writing.  

 
9.4 Trade unions should request information as soon as possible, and request clearly to 

avoid any protracted gathering of data. The trade unions should coordinate their 
requests and keep the employer informed of who they are recognising as their 
representatives involved in the consultation. 

 
9.5 The employer should be as open and willing as possible to share relevant data on 

the proposals. If the union requests cannot be fulfilled, this should be put to the 
unions in writing, explaining why. The employer should share background 
information as soon as possible following the start of the consultation process.  

 

10.0 FINANCIAL IMPLICATION(S) 
 
10.1 The Provisional Local Government Settlement is due for release on 8th October 2014 

with the anticipated worst case scenario, following the former Minister for Local 
Government and Government Business June 2014 announcement, being a 
reduction in revenue funding of 4.5%. 

 
10.2 Indicative Revenue Settlement reductions of between 2.5% and 4.5% would result in 

the indicative budget deficits outlined in Table 4 (including and excluding the pay 
freeze proposal). 



 
 Table 4 – Indicative Budget Deficits 2015/16 to 2017/18 
  

 
Financial Year (s) 

Including Pay Freeze 
Proposal (£million) 

Excluding Pay Freeze 
Proposal (£million) 

 
2015/16 
 
2016/17 (cumulative) 
 
2017/18 (cumulative) 

 
2.065 to 3.891 

 
5.850 to 9.373 

 
9.577 to 14.678 

 
2.665 to 4.491 

 
6.750 to 10.273 

 
10.777 to 15.878 

 
10.3 Potential savings realised from the suite of options in Table 2 in respect of proposals 

for changes to employee terms and conditions are summarised in Table 5. 
 
 Table 5 – Suite of Options Potential Savings 
 
  

Option Potential Saving 

 
% Decrease in SCP 
 
Unpaid Leave (2.5 to 4 days) 
 
Voluntary Unpaid Leave 
 

 
£333,000 per 1% decrease 
 
£204,000 to £538,000 
 
Unable to quantify but account 
as contribution to reserves 
  

 
 

11.0  SINGLE INTEGRATED PLAN AND SUSTAINABILITY IMPACT 
SUMMARY 

 
11.1  The single integrated plan and sustainability impact assessment has been completed 

and the proposals could negatively impact on the outcome under Poverty. To 
mitigate this, the proposals will not take any employee below the National Minimum 
Wage, and gives the option of including the Living Wage in the outcomes, protecting 
those on low incomes. It should be noted that the proposals are being taken to 
minimise the numbers of compulsory redundancies that the budget deficit may 
require. 

 
12.0  EQUALITY IMPACT ASSESSMENT 
 
12.1 An Equality Impact Assessment (EqIA) screening form has been prepared for the 

purpose of this report.  It has been found that a full EqIA Report is required.  Both 
forms can be accessed on the Council’s website/intranet via the ‘Equality Impact 
Assessment’ link.  

 
 



13.0  RECOMMENDATION(S) that 
 
13.1   A 2.6% decrease across the pay and grading structure as the preferred option, be 

approved.  
 
13.2 The implementation of annualised hours (where feasible), be approved. 
 
13.3 An offer to employees to ‘buy’ unpaid annual leave (policy to be developed), be 

approved. 
 
13.4 Delegated authority to the Chief Executive in consultation with the Leader/Deputy 

Leader of the Council to consult on and include other options that may be raised and 
agreed with the trade unions or the affected employees be approved.  
(Note: Appendix A holds examples of other means to reduce deficit) 

 
13.5 Consultation with the trade unions commence with a view to creating a collective 

agreement be approved.  
 
13.6 The issuing of a Section 188 letter on the 16th October 2014 (so as to legally protect 

the Council if there is a need to impose the changes on the workforce or make 
redundancies), be approved. 

 
 
 
Gareth Chapman 
CHIEF EXECUTIVE  
 

BACKGROUND PAPERS 

Title of Document(s) Document(s) Date Document Location 

   

 
Consultation has been undertaken with the Corporate Management Team in respect 

of each proposal(s) and recommendation(s) set out in this report. 
 
 



Appendix A 
 

  
Other matters that may be discussed as part of the consultation process. This is not an 
exhaustive list, and merely gives examples of other ways the Council could make savings. 
 

• Close main Council buildings over the Christmas period (with arrangements for 
the 24/7 services)  

• All employees not within the 24/7 services and where their building will be closed 
to take a minimum of 1 day unpaid leave to cover the Christmas period  

• Cessation of the Redeployment Expenses policy 

• Cessation of paying professional fees (will become the responsibility of the 
employee within the contract of employment) 

• Sickness absence rates, agency costs, overtime costs and budget overspends 
linked to Senior Managers performance appraisals (accountability) 

• Teachers voluntary donation ring fenced to school improvement fund 

• No Occupational Sickness Pay for the first three days if a fourth period of 
sickness occurs within a 12 month period (excludes illness that fall under the 
Equalities Act-disability) 

 


