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PERTH AND KINROSS COUNCIL

Council Meeting - 11 December 2013
SECURING THE FUTURE THROUGH OUR PEOPLE

REPORT BY CHIEF EXECUTIVE

PURPOSE OF REPORT

People are the Council’'s most valuable asset, and it is through them that real,
meaningful change is delivered. This report highlights the many positive people
practices which have shaped our progress over the last year, and identifies future
plans which reinforce our commitment to further developing the right environment
which will enable employees at all levels to fully contribute to the Council's
transformation journey.

1. BACKGROUND

1.1  As a driving force for our communities, the Corporate Plan sets out the
Council’s ambition to support the achievement of better outcomes for all, at
every life stage. It calls for bold action, and places greater emphasis on
involving consumers, citizens and communities in driving change and
designing and organising services for a different future.

1.2  Perth and Kinross Council is already sector leading in many areas, and there
is a firm commitment to build on this success, to increase our capacity for
change and growth. Our communities are unique and their sense of place will
define our work and our legacy, as a Council, and collectively with our
partners.

1.3 People remain at the heart of everything we do, and over the last year, there
has been a continued emphasis on ensuring that employees, whatever their
role in delivering outcomes, have the opportunity to be active participants in
influencing the Council’s journey.

1.4  Whilst the social, demographic, economic and environmental challenges are
unprecedented, within the Council, the challenges of public service reform are
framed within the context of a vital opportunity to re-invent and evolve as an
organisation.

1.5 This clear direction has shaped our approach to supporting leaders,
managers and employees as they develop new ways of thinking and working
together, and a key focus for 2013 has been about investing in a healthy and
resilient workforce, and reinforcing the cultural conditions which invite and
enable people to offer their insight, expertise and creativity for the benefit of
their colleagues, and those they serve.
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Our approach to engaging with our people is well established, and a wide
range of formal and informal processes and initiatives are in place to provide
leadership and direction, focus on positive employee relations, keep
colleagues informed and involved in Council business, safeguard health and
wellbeing, and promote effective communications, change and improvement.
Key highlights for 2013 follow.

CONNECTING, INSPIRING, CREATING: IMPLEMENTING THE
CORPORATE PLAN

The launch of the Corporate Plan 2013 - 2018 was underpinned by a
conference which aimed to reinforce the Council’s direction, and also the vital
contribution that each and every employee makes in supporting the evolution
of Perth and Kinross Council.

300 employees attended the ‘Connecting, Inspiring, Creating’ conference,
which was held at Perth Concert Hall on 2 May. Delegates were invited to
look at the public service landscape through a different lens, by learning about
different professional, community and individual perspectives, and gaining an
insight into how the four pillars of reform impact on the reality of people’s
lives.

Sir Harry Burns, Scotland’s Chief Medical Officer offered a thought provoking
keynote speech which challenged delegates to think about a connected,
whole life approach to the delivery of public services, and the need to develop
creative solutions to complex and enduring challenges. Ghazala Hakeem, of
the Poverty Truth Commission shared an insight into her own personal
journey, and along with that, reinforced the importance of communities being
supported to develop their own solutions to the unique challenges they face.

Throughout the day, delegates from across all Council services worked
together on a range of practical experiences which aimed to support
networking, lift people out of their comfort zone, create positive energy and
creative expression, and inspire those attending to share their learning widely
with other colleagues.

Feedback from the conference was overwhelmingly positive, with those
attending offering their ongoing commitment in the form of a pledge to action.
It is anticipated that a similar type of event will be arranged in Spring 2014 for
Community Planning Partners.

Motivational film clips were created and used at the conference to reinforce
the value of working in public services and remind people of the difference
they make on a daily basis. Whilst our ‘Perth and Kinross Council Superhero’
film has been used widely across the Council, the generic ‘Public Service
Superhero’ version has ‘gone viral’ with colleagues from Local Government,
Health and Scottish Government using the film usually as part of a conference
programme — mostly in Scotland, but also as far afield as America and
Sweden.
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INNOVATION AND IMPROVEMENT

The overall context for public service reform continues to create pressure for
systemic change, as a means of addressing the persistent and emerging
social, demographic, and environmental challenges facing citizens and
communities in Scotland, and in combination with ongoing financial
challenges, incremental improvements alone are no longer likely to make
sufficient impact.

Therefore to support the requirement for transformational change within Perth
and Kinross Council, in pursuit of the best outcomes for the people of Perth
and Kinross, the Executive Officer Team is driving forward a renewed and re-
energised focus on improvement and innovation at strategic, operational and
individual levels. Led by the Corporate Organisational Development Team, a
core group of officers are working with associate members from across all
Council Services to harness the breadth of talent and expertise within the
Council and ultimately, across the public, private and third sectors.

The Centre for Innovation and Improvement, which is the most radical
initiative to date in terms of employee engagement and has been branded as
‘Learn, Innovate, Grow’, and was launched across the Council on 30
September. The initial focus is on placing innovation and improvement at the
heart of everyday business, and a key element of the pilot period (which will
run until 18 December) is to promote and share the expertise of employees
through a range of action focused learning and networking opportunities,
which include:

e 48 learning sessions, delivered using internal skills (e.g., Twitter for the
Terrified, Project Management, How the Council Makes Decisions, Data:
Data: Data, Impact Assessment etc - so far average rating is 4.5 stars out
of a possible 5)

e Access to a wide range of online learning
e Delayed Office Opening: 48 Hour Team Improvement Challenge

e Job Shadowing: ‘learning by doing’ alongside colleagues in other teams,
services and public, private and third sector partners

e Access to Yammer: a social media site for organisations, which aims to
promote collaboration, sharing of information and networking

e Angel's Share: an opportunity for entrepreneurs to bid for funds to
support an innovative idea — employees will vote for 6 projects to go
forward to make their pitch to the Angels in December

It is anticipated that by the time the pilot concludes, around 400 members of
staff will have participated in the launch opportunities - of note is the fact that
some of those attending have volunteered to run future sessions, and offered
their expertise in support of developments around innovation.
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In the New Year, the core team will review progress, and, with a focus on the
longer term view, further develop a systemic and strategic approach to
supporting all employees to have access to relevant, evidence based
improvement techniques.

Equally, organisational culture is at the heart of The Centre, and work will
continue to ensure that our cultural conditions continue to inspire creativity,
learning and innovation, in the most practical sense.

A key element of progressing the Centre for Innovation and Improvement will
be expanding our professional horizons and developing further associate
relationships with our schools, community planning partners, academic
institutions, and professional organisations to share learning and knowledge,
and build collective capacity to address local (and national where relevant)
challenges.

Employee Engagement Framework: Scottish Leaders Forum

In August 2012, in recognition of Perth and Kinross Council’s sector leading
approach, the Chief Executive was established as national lead for the
Employee Engagement Work Stream within the Scottish Leaders Forum
Workforce Development Group.

Given the wide range of existing frameworks, standards, toolkits and self
assessment methodology which aim to focus attention on the people element
of the business, a key challenge has been to create a practical methodology
which offers something which goes beyond current comfort zones, and invites
a more radical view of employee engagement.

By working in collaboration with colleagues in Abertay University and across
other public service organisations, we have developed a Framework for
Employee Engagement which aims to support Chief Executives and their
teams to think about employee engagement in a different way, and thus drive
forward cultural change across public services.

The fundamental principle of the Framework is that Employee Engagement is
an outcome of the cultural conditions in existence within an organisation,
rather than a collection of initiatives, mechanisms and inputs. The framework
enables practical exploration of organisational culture, and its impact on
employees (and subsequently citizens and communities), through a process
of dynamic enquiry and solution generation. It is the active recognition of
culture as an entity, which sets the Framework apart from its peers.

Following a short period of testing to refine methodology, it is anticipated that
the Framework will be ready for release across public services early in the
New Year.
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LEADING THE WAY: BUSINESS BREAKFASTS

The Chief Executive’s Business Breakfasts form a core element of leadership
development, offering an opportunity for informal and open discussion
between the Chief Executive and third tier managers from across all Council
services, and reinforcing the vital role of this group.

Twelve Business Breakfast meetings took place during the first few months of
2013, generally attended by eight managers at each session. Participants
discussed the necessity of taking a “big picture” approach to progressing the
four pillars of reform.

The first Senior Manager Briefing of the year built on Business Breakfast
discussions, and created an opportunity for managers to look beyond their
own business area, to a whole life perspective.

This insight and understanding shaped the development of the Corporate
Plan, which offers a collective commitment to break the cycle of inequalities in
health, education and employment, through prevention and early intervention.

Business Breakfast Meetings also take place within Services, giving staff the
opportunity to meet informally with their Executive Directors, discuss future
priorities, and lead progress in their own business area.

DEVELOPING TALENT AND BUILDING CAPACITY

The Corporate approach to learning and development is continually evolving
and improving, and this is evident in the 2013 Employee Survey results which
indicate that 66% of respondents feel that their development at work is
encouraged and supported. This is increasingly important, within the context
of the ambitions set out in the Corporate Plan — employees are recognised as
the Council’s greatest asset, and it is their talents and capacity which deliver
change, and make the difference to the people of Perth and Kinross.

Over the last year, we kept the corporate focus on activity which would have
the greatest strategic impact, and a wide range of practical opportunities have
been provided to support people to develop new skills, expertise and working
relationships. Some highlights include:

e Aspiring to be a Strategic Leader: This programme challenged participants
(19 Senior Managers) to consider the next steps for their own
development as a leader within Perth and Kinross Council

e Leadership Exchange: Heads of Service participating on this programme
shadow a colleague from another public service organisation, to gain
insight into the culture, priorities, constraints and opportunities in
existence. The aim is to support the development of new collaborations,
and growth of personal leadership style
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e Team Coaching: This programme was created to support Health and
Social Care Integration activity, and is attended by Senior Managers from
both Perth and Kinross Council and NHS Tayside. The aim has been to
support cultural alignment, and develop a shared vision and dynamic
agenda for progressing integration at every level

e Learners Wanted: This weekly opportunity is offers a variety of learning
and development opportunities to the widest possible population across
the Council. This includes online learning, European Computer Driving
License, Planning a Positive Retirement and a range of in-house elearning
such as Corporate Parenting. The Learners Wanted programme continues
to be well received, with a positive and sustainable uptake across the
Council

e Coaching: This continues to be recognised as a key transformational
enabler, one which releases potential and increases capacity for change.
As one of the founding members of the Tayside Public Sector Coaching
Alliance (TPSCA), we have accessed partnership coaches (at no cost) on
12 occasions over the last year. At the same time, we have increased our
own capacity for coaching within the Council, with 3 new coaches
qgualifying in August. A further 4 are expected to graduate in 2014

e Learn, Innovate, Grow: Each of the 48 experiences offered during the 3
month pilot period are available to all employees, at all levels in the
organisation, thus promoting equality of access to learning opportunities.
Of note has been the willingness shown by those leading session to share
their skills and expertise, and pass on their knowledge to participants. This
approach is fundamental to building capacity for change

Every individual and collective experience is an opportunity for learning, and
this has a direct impact on our growth and development as an organisation.
The creation of the Centre for Innovation and Improvement reinforces our work
to date, and will support further alignment of approaches to learning and
development in different Council Services.

CELEBRATING SUCCESS

Celebrating success and achievement continues to be a very important aspect
of Council business, and three core employee award and recognition
programmes underpin the Council’'s approach, each focusing on specific
elements: team work, time spent working in public services, and individual
achievement. Early in 2014, the Council will add another celebratory event to
this commitment, and host the first Graduation Ceremony to mark the progress
of Modern Apprentices achieving their SVQ qualification.

All of the initiatives detailed below visibly recognise commitment and
contribution, and are highly valued by staff across the Council.
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Securing the Future (STF) Awards Scheme

Established in 2008, the STF Awards are a fundamental part of how we
recognise the drive of our employees, who, working together with colleagues,
have make a real different to the citizens and communities of Perth and
Kinross.

This year, forty four high quality submissions were received - five more than in
2012. These reflected a wide variety of work from across many different areas
of services, and perfectly illustrated that challenging times can often create the
conditions which engender creativity, innovation and excellent results.

The Awards Ceremony on 14 May was attended by Sir Peter Housden,
Permanent Secretary to the Scottish Government, who was delighted to
preside over Category 6: Improving Efficiency and Quality. He expressed his
admiration and support for Perth and Kinross Council, and was impressed with
the range of work showcased at the ceremony, and the visible commitment
and enthusiasm of employees.

The ceremony also saw the first ‘double’ winner — SAINTS Academy won
Category 4: Equalities, as well as the Provost's Award.

Event feedback continues to be extremely positive, with those attending
expressing their sense of pride in working for Perth and Kinross Council.
Managers and staff alike describe the STF Awards as an extremely
motivational experience, which promotes understanding of the vast range of
expertise and creativity in existence across the Council, and reinforces the
importance of understanding how our own work connects to that of the bigger
picture.

COSLA Excellence Awards

The COSLA Excellence Awards celebrate the very best in Scottish local
government. The Awards reward the most innovative and passionate
developments, recognise projects that are changing lives and seek to find
those who are setting new standards and to spread their good practice.

Each year those initiatives successful in the Perth and Kinross Council
Securing the Future Awards are put forward for consideration in the COSLA
Awards alongside the most innovative projects from across Scottish local
government.

COSLA announced the long leet for the 2014 Awards on 29 November. The

long leet identifies the top ten applications in each of six categories and Perth
and Kinross Council have four projects in this year’s long leet, our best result
at this stage. All four applications are guaranteed at least a Bronze certificate.
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Our four successful applications were all Gold winners at our Securing the
Future Awards 2013 and are as follows:

. Go 4 Gold

. SAINTS Academy

. Amphibians in Drains

. Loon Braes Parknership

The long leeted applications are now being considered by the Excellence
Awards judges, and their short leet of the top three applications from each
category will be announced later in December 2013.

David White Awards

This award was established in memory of Councillor David White, and is
presented to an employee who has made great progress in terms of their own
development and learning, and subsequently made a significant contribution to
the performance of their team, their Service and the Council as a whole.
Managers are asked to nominate employees who they feel embody the spirit
of the award.

This year the judging panel reviewed a total of seventeen applications — the
highest number since the award was created. One overall winner was
selected, with four applicants being recognised for Exceptional Achievement,
and twelve being Highly Commended for their endeavours.

The ceremony took place on 7 November, and those nominated expressed
their appreciation at having their personal commitment and contribution
recognised by elected members.

The achievements recognised continue to reflect extremely well on managers
— the key role of managers in supporting, encouraging and nurturing talent was
reinforced as a vital part of daily life.

Service Recognition Awards

These annual awards took place on 4 December 2013 in Perth Concert Hall,
aiming to celebrate the commitment and achievements of employees reaching
their 20™, 30™ and 40™ year of continuous service in local government.

191 employees and their guests were invited to the prestigious award
ceremony to mark these significant milestones in their working lives.

Feedback indicates that it continues to be particularly meaningful for those
attending to be recognised as individuals, who have made a sustained
personal contribution to the success of Perth and Kinross Council. At the
event, the ‘feel good’ factor was evident, and this positively reinforces the
strong emotional connection people have with their work in Perth & Kinross
Council.
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EMPLOYEE SURVEY

Our Annual Employee Survey, carried out in September each year, offers us a
consistent opportunity to understand employee experience at a particular point
in time, and more importantly, take action to address any results which
indicate areas of particular challenge.

This year, 3347 employees took time to make their views known, resulting in
an overall response rate of 58% (an increase of just over 5% on the 2012
response rate of 53%) and highest ever response rate since the survey began
in 2008. (Full Council results are provided at Appendix 1).

The survey has 17 questions, and also space for staff to offer views /
comments on whatever subject is important to them at that point. Survey
guestions are presented as positive statements, and respondents are asked to
indicate the extent to which they agree or disagree. For our summary results,
the numbers of people who agree or strongly agree are aggregated to show
the level of agreement for each question.

Positive trends help to validate the effectiveness of activity in these areas, and
the emergence of a downwards trend is a useful means of identifying and
understanding areas needing further support.

Responses to the questions indicate high levels of agreement, with average
levels of agreement for full Council results reaching just over 75%, our highest
average level of agreement so far.

Since last year, and as a whole, all 17 questions show an increase in levels of
agreement, ranging from 0.01% to 3.4%, and giving an average increase of
almost 2%. Notable improvements at Council level include:

e 77% of respondents feel they have sufficient opportunities to raise issues
with their manager about change at work (up 3%)

e 65% of respondents feel that any problems preventing best customer
service are dealt with (up 3%)

e 57% of respondents receive regular recognition and praise on their
performance at work (up 3%)

e 66% of respondents feel their development is encouraged and supported
at work (up 2%)

e 65% of respondents feel that their views and opinions seem to count (up
2%)

All Services saw an increase in the number of people participating in the
survey - notable improvements at Service level include:
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e 90% of respondents in Education and Children’s Services feel the people
they work with are committed to doing their best (up 3%)

e 83% of respondents in Housing and Community Care feel there is a good
fit between the job they do and their skills and abilities (up 2%)

e 86% of respondents in Chief Executive’s Service are clear on what is
expected of them at work (up 6%)

e 76% of respondents in The Environment Service feel their team are
passionate about delivering excellent customer service (up 1%)

Services and Teams received their results in October and November, and are
currently engaging staff in discussions about strengths and areas for
improvements. Talking through results at Service and Team level is the most
valuable aspect of the survey, aiming to ensure that staff have the opportunity
to shape and deliver improvements within their area of operation. Of prime
importance is ensuring that improvement actions are incorporated into
appropriate planning processes (such as Business Management Improvement
Plans / Team Plans) so that progress can be monitored.

The level of improvement shown in the Employee Survey results for 2013
validates the focus on reinforcing the right cultural conditions for change.
Trends over the six year survey period continue to be generally positive and
this big picture view demonstrates a sustained and effective approach to
supporting people through times of great challenge.

RESHAPING OUR WORKFORCE

In 2009, the Council set out its workforce management strategy to address the
financial challenges and other pressures. These workforce management
measures have been effective in facilitating service redesign, transformation
and reducing workforce costs. Indeed, our workforce management measures
contributed approximately £9 million of savings in 2011/12.

Audit Scotland published its report ‘Scotland’s Public Sector Workforce’

(Appendix 2) in November 2013. This report provides useful context to the

Council’'s workforce management strategy. The Audit Scotland report outlines

changes in various sectors within public services over the period 2009 to 2013.

e From March 2009 to March 2013, the Scottish public sector workforce
reduced by seven per cent — from 26,600 full time equivalent to 373,400

e Public Service bodies reduced staff cost by an estimated £1 billion (eight
per cent) between 2009/10 and 2011/12

e Public sector finances will continue to be under pressure for the
foreseeable future making predicting workforce numbers and costs
extremely challenging

e Given the challenges ahead public bodies will need to make further
workforce changes, thinking differently about how they deliver services by
prioritising and redesigning services and increasing joint working and
collaboration
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Against the backdrop of the environment outlined within the ‘Scotland Public
Sector Workforce’ report, the Council has met the challenges of maintaining
and resourcing a highly skilled and motivated workforce. Managed workforce
reductions and all financial targets have been met, keeping compulsory
redundancies to an absolute minimum.

By having a clear financial vision for our future and a strategic approach to
workforce planning, the Council has maintained an engaged, motivated
workforce evidenced by our continued excellent employee survey results.

Our workforce management approach is well embedded within the
organisation since its introduction in 2009. It focuses on ways to reshape our
workforce that facilitate service redesign and transformation, and involve
employees and trade unions so they understand the challenges and are
encouraged to contribute through creativity, innovation and problem solving.
Year on year, our employees rise to this challenge through their ideas and
solutions as well as demonstrating flexibility and resilience as they embrace
modern ways of working, continue to give the best possible customer service
and adapt to the challenges and opportunities the Council faces.

Key Management Facts (2009/10 — to present)

We have achieved a 3.8% reduction in the full time equivalent (FTE) number
of employees over the period September 2009 to September 2013. This
represents a reduction of 196 FTE employees.

Over the last 12 months, we have seen an increase of 12 in the fulltime
equivalent (FTE) number of employees from 4932 to 4944.

This slight increase is set in the context of the long term decrease in FTE since
2009. Specific factors are fulfilling our commitment to maintain teacher
numbers which make up 27% of our workforce, an increase in maternity
absences amongst teachers which requires maternity short term cover and an
increase in the number of Modern Apprentices and Graduate Trainees. The
increase in staff numbers is not unique as set out in the recent Audit Scotland
report as public sector bodies take measures to tackle rising youth
unemployment in Scotland.

The most significant factors for Perth and Kinross Council in controlling
workforce size and cost are pay freeze, vacancy management and early
departure schemes. These are the same factors reported by other councils in
the recent Audit Scotland report.

The profile of posts continues to change over time — the number of senior
management posts across the Council has reduced by 25% between 2009
and 2013. There has been a growth in the number of professional and team
leader posts which is in part a consequence of the reduction in senior
management posts as other roles take on additional demands and
responsibilities. Teacher numbers remain at the same level between 2009 and
2013. We have also seen a reduction in the number of general, technical and

93



8.11

8.12

8.13

administrative posts, where we are now starting to see some growth as a
result of strategies to create entry level posts, graduate trainees and modern
apprentices.

The proportion of permanent and fixed term employees within our workforce
has increased, although there has been a reduction in the number of longer
term fixed term contacts. In September 2009, 8.4% of our employees were in
fixed term roles, rising to 11.2% in September 2013. There is regular and
ongoing scrutiny of fixed term contracts to ensure their use remains
appropriate to service requirements. The proportion of longer term (i.e. more
than two years) temporary contracts within our workforce has reduced
significantly, thereby providing benefits to employees through security of
tenure, and for the Council as employer through flexibility to enable service
redesign and workforce planning. Included within the fixed term category are
Modern Apprentices and Graduate Trainees, maternity cover, probationer
teachers, and temporary roles to support time limited projects or facilitate
service reviews.

The Council continues to have an ageing workforce profile which has
implications for workforce planning and development, and health and
wellbeing for employees in terms of their own health an also their own caring
responsibilities. Currently 39% of our workforce are aged 50 and over. This
compares with 37% who were aged 50 or over in 2009. The proportion of our
workforce aged over 50 is expected to grow over the next 5 years as there are
currently 972, or 17% of employees currently aged 45 — 49. The proportion of
employees aged over 65 who are continuing in employment has almost
doubled between 2009 and 2013, with 103 employees now in post, which
represents 1.9% of our workforce. The average age of employees increased
from 44 to 45 years between 2009 and 2013. The Council’'s Corporate
Workforce Plan which was approved in April 2013, sets out a range of
measures to address future skills, gaps and challenges.

Perth and Kinross Council Workforce 2013
16-24 yrs 65+ yrs

a% 226
25-44 yrs \
38%
45-49 yrs
17%%

The proportion of 16-24 year old employees within our workforce has
increased steadily over recent years, with 240 employees in this age group in
September 2013, which represents 4% of our workforce. This is consistent
with the figures reported for other councils within the recent Audit Scotland
report. All staff groups (single status, teaching and craft) have in fact seen an
increase in the number of young people employed. @ However, the most
significant factor has been the development of our Modern Apprenticeship and
Graduate Trainee programmes and resulting growth in the number of young
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people securing sustained employed with the Council. The Council remains
on target to offer 250 Modern Apprenticeships over the five year period to
2017/18. Further information on the Modern Apprenticeship and Graduate
Trainee Programmes is detailed later in this report.

The gender profile of our workforce remains largely unchanged over the period
2009 to 2013 with a male:female ratio of 29:71.

Turnover, which is defined as the number of permanent staff leavers
expressed as a percentage of the permanent workforce increased from 6.4%
in 2009/10 to 6.7% in 2012/13. Over this period, turnover peaked at 8% in
2010/11 as a result of the voluntary severance scheme in operation at that
time.

The Council has maintained its commitment to protect jobs and to keep
compulsory redundancies to a minimum with a total of nine in the last four
years. A variety of options assist in fulfilling this commitment including
retirement, voluntary redundancy, employees moving to other Council
employment via our Skills Register or choosing to move to lower graded jobs
in order to maintain employment with Perth & Kinross Council and with a short
period of salary protection to ease the transition.

Enhancing Employability

The Council is one of the largest employers within Perth & Kinross which
places it in a unique position of having a significant impact on the local
economy. This is reflected in our commitment to provide well paid, rewarding
jobs, training and entry level jobs for young people, and work experience
placements for those who may find it difficult to secure employment. In doing
S0, we recognise that our actions as an employer contribute to fulfilling our
objective of “Promoting a prosperous, inclusive and sustainable economy”
through the local outcomes for a “Thriving Expanding Economy” and
“Employment Opportunities for All”.

2013 has seen continuing success in offering training and employment
opportunities to our young people through the Modern Apprenticeship (MA)
and Graduate Trainee programmes. Both offer work based training and
vocational qualifications to young people in dedicated MA or Graduate Trainee
posts, or in other substantive posts. The number of young people who
commenced a vocational qualification in the last year as a Modern Apprentice
or in a substantive post is 76. As this is a rolling programme, the number of
MAS in post in September 2013 in the Council and partner organisations was
47. 29 of the 76 commenced with the Council as a Modern Apprentice who
prior to completion of the 12 month apprenticeship, either secured employment
and are continuing with their vocational qualification or left the programme
before completion. The number of Graduate Trainees employed by the Council
has risen from 9 to 15 over the last year. Our strategic workforce planning
approach will create sustained employment opportunities for our MAs and
graduate trainees as they complete their training.
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In the 12 month period to 31 August 2013, 21 of our Modern Apprentices
secured ongoing employment or moved onto further education on completion
of their apprenticeship. The success rate in finding employment within Perth
and Kinross Council has been assisted by the introduction of a Job Academy
to which Modern Apprentices graduate as they successfully progress through
their vocational qualification. The Job Academy ring fences entry level roles
within the Council to our job-ready Modern Apprentices, an offer which
extends for six months beyond completion of their apprenticeship. This
initiative, which is fully supported by our trades unions, gives the Council a
valuable return on its investment in the training of young people by equipping
them with the skills, behaviours and attitudes we require for future roles,
helping us grow future leaders, as well as contributing to the Council’s
strategic objectives.

Alongside the Job Academy, a networking group has been established for
Modern Apprentices and Graduate Trainees — MA Connections. It provides a
programme of events which give added value to the training and experiences
for young people within Perth & Kinross Council. Monthly MA Connections
events allow our young people to meet with their colleagues, share
experiences and be inspired by guest speakers from across the Council.
These events broaden the understanding of young people of the organisation
in which they work, highlight role models, and create powerful advocates for
working for the Council. This is an important factor in continuing to build a
strong employer brand.

Our Modern Apprentices have supported many corporate events such as the
Connecting, Inspiring, Creating Conference in May 2013, Securing the Future
Awards, in May 2013, Better Outcomes Conference in September 2013,
Customer Service Week in November 2013, and the Service Recognition
Awards, December 2013. These opportunities also help our young people
connect with the overall aims of the Council. Finally, our Modern
Apprenticeship Programme encourages our young people to be responsible
citizens through harnessing their talent and energy to support local charities.
Cake bake sales, sponsored bungee jumps are fun activities which have
tangible and long lasting benefits for those involved. They help develop
leadership and organisational skills, as well as encouraging communication
skills, initiative and determination to succeed. Future plans include
establishing career paths and entry level posts, and collaborative working with
the voluntary sector, Chamber of Commerce, Colleges, other Councils, and
through our Planning and Regeneration Team, establish stronger links with
SMEs.

Our MA Programme therefore continues to promote the outcomes from the
Curriculum For Excellence which is now embedded with all Perth & Kinross
schools — producing successful learners, effective contributors, confident
individuals and responsible citizens.
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Health and Wellbeing

The Council recognises that our people are its most valuable asset, and
indeed are community assets too. Our approach to health and wellbeing
recognises the synergy between promoting employee wellbeing and our
corporate responsibilities to our communities. Therefore, our investment in
the physical and mental wellbeing of our workforce contributes to the Council’s
Corporate Objective to Support People to Lead Independent, Healthy and
Active Lives, through the local outcome “Sustaining and Improving the Health
and Wellbeing of Individuals, Families and Communities.

Positive workplace health and wellbeing are crucial to both personal and
organisational resilience which are particularly important qualities during
periods of change and transformation. Positive examples of proactive
measures to promote health and wellbeing include:

e Workshops aimed at building personal resilience
e Health promotion event during September
e Extension of flu vaccination programme

e Extension of the physiotherapy service for all staff groups

We have developed a positive attendance culture which is much more than the
management of sickness absence and health promotion. Our Annual
Employee Survey also provides insight into how employees view their
experience at work which in turn allows action to be taken which promotes
health and wellbeing, attendance and productivity.

One of the key outcomes from our strategies is maximising attendance which
in turn enhances our capacity to deliver Council services. The effectiveness
of maximising attendance is measured by the average number of days lost to
sickness per full time equivalent employee.

Sickness absence levels have continued to fall for chief officers, single status
and craft groups of employees in recent years. In 2012/13, Perth & Kinross
Council had the second best sickness absence levels when compared with all
other Scottish councils — with an average of 9.7 days per FTE compared with
the Scottish average of 10.9 days. Sickness absence levels for teachers have
fluctuated over recent years. In 2012/13, teachers’ sickness absence in Perth
& Kinross Council had risen to an average of 8.4 days per FTE which is above
the Scottish average of 6.6 days. Sickness absence for teachers remains
significantly less than that for all other staff groups within Perth & Kinross
Council. Reducing sickness absence levels and supporting attendance will
remain a corporate priority in the forthcoming year.
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Five year period trend
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Specific measures are in place in order to reduce sickness absence for
teachers, including resilience training, adopting a common policy for all
Council employees based on the current Maximising Attendance Policy and
additional HR support to schools for managing short term and long term
absence.

Short term absence accounts for half of the Council’'s total days lost to
sickness. Additionally, 28% of short term absences are less than 7 days which
do not require medical certification. Management of short term sickness is
supported by welcome back meetings, and attendance meetings resulting from
employees meeting trigger points which are currently three periods of absence
within a 12 month period or 6 days of absence over a 1 month period.

Over the last year, Human Resources has been working with managers to
gain a greater understanding of the detail and patterns of these absences.
For example, we know that 28% of those employees with long-term absence
are due to chronic conditions or operations, for example cancer, stroke, and
heart attack. This is consistent with the fact that the Council has an ageing
workforce population.

We recognise the importance of raising awareness of health issues for our
employees, their families and local communities and encouraging individuals
to take responsibility for their long term health. We have started to use the
intelligence from our sickness data and joint working with partners to inform
future health promotion initiatives, for example, identifying the signs and
symptoms of cancer, heart attack and stroke. We will also raise awareness of
NHS screening initiatives as part of our ongoing health promotion programme.

Reasons for Absence

The main reasons for sickness absence over the last four years are largely
unchanged, being mental health issues, musculoskeletal problems, infections
and stomach/kidney conditions. Mental health issues, which include chronic
fatigue, debility, depression, fatigue, personal problems, situational crisis and
stress absence, account for 27% of the total number of working days lost.
This is a common picture across other public service and private sector
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organisations. Musculoskeletal, infections and stomach/kidney conditions
account for another 37% of the total number of working days lost. Infections
include influenza, cold, virus, cough, shingles and fever.

With an ageing workforce, our employees in line with the general population
are more vulnerable to long term conditions associated with age. Our
approach will be proactive and supportive, thereby enabling employees to
make choices about their employment.

The Council is working jointly with local employers and partner organisations,
such as NHS Tayside, on health and wellbeing initiatives and using our
collective expertise to create a culture of wellbeing within our workforce and
local communities.

The Council recognises the reliance placed on it to deliver services to
individuals, families and our local communities particularly during the winter
months, and especially by vulnerable groups.

We know that annually colds and flu represent 6.6% of the total working days
lost to sickness within the Council. We also know that influenza is a
debilitating and infectious disease which places strain on NHS services,
particularly over the winter months. For these reasons, the Council extended
its flu vaccination programme this year. This step is designed to limit the
spread of such an infectious illness amongst vulnerable groups, enhance our
ability to deliver services through reduced sickness absence and reduce
demand on services provided by the NHS and other partners.

2,600 employees from a range of services have been offered the flu
vaccination as part of the Council’s winter health programme. Latest figures
from NHS Tayside indicate that 370 employees have taken up the offer of the
vaccine through this partnership arrangement which uses the community
pharmacy network to administer the vaccine. The types of job roles which
have been offered the vaccine are teachers, early years practitioners, pupil
support assistants, social care officers, child and family workers, registrars, etc

We will continue to monitor the take up and promote the benefits of having the
vaccine through regular employee communications. Our plan is also to
monitor future absences related to colds/flu for the employee group who take
up the vaccine and use this evidence base to determine the scope of future
vaccinations programmes.

Other significant steps to support health and wellbeing over the last year have
been provision of a physiotherapy service for staff, a week long health
promotion event offering lifestyle assessments, and workshops aimed at
raising awareness about mental wellbeing as part of the Perth and Kinross
Wellbeing Festival which took place in October.

During December, we will be supporting the Scottish Government’s Drink
Drive campaign. We are also working with local partners to raise awareness
of drug and alcohol issues within our workforce.
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We will continue our programme of health promotion activities to raise
awareness of the importance of health and wellbeing, including increasing
awareness of healthy eating and exercise. The National Health Events
Calendar will also be used to inform health campaigns and activities across
the Council.

All of the above actions demonstrate the Council’s commitment to Healthy
Working Lives. The Council has recognised good practice already embedded
within its employment policies and practices and is therefore well underway to
achieving bronze accreditation.

NEXT STEPS

The launch of the Corporate Plan has provided a renewed focus on how we
engage with our employees to deliver a sustainable and positive legacy for the
people of Perth and Kinross.

Building on this wave of positive energy, we will continue to increase the
opportunities for employees at all levels to get involved in the process of
change, and channel their talents and expertise into innovative solutions.

In 2014, to offer the most effective support for employees, we will grow the
concept of the Centre for Innovation and Improvement, a visible platform for
radical change, and focus on the following key elements: cultural evolution,
leadership, learning and growth, talent development, collaborative
relationships (internal and external), and sharing success.

With a strong track record of achievement, we will continue to develop the right
conditions which enable new ways of thinking and working, so crucial to the
delivery of the ambitions set out in the Corporate Plan.

Further workforce changes are inevitable as the Council prioritises and
redesigns services and increases collaboration and joint working with partners
through the Community Planning Partnership. Our strategic approach to
workforce planning supported by more detailed workforce planning at service
level will enable the Council to forecast workforce requirements and develop
coherent plans to ensure we have the optimum mix of staff in terms of skill and
number to deliver our corporate objectives

People are at the heart of everything the Council does and what it aims to
achieve — as such we will continue to invest in the health and wellbeing of our
workforce to optimise their contribution to Council aims and to recognise their
role within our communities too.

CONCLUSION AND RECOMMENDATIONS

The Corporate Plan offers a clear vision and direction of travel, inspiring action
to support the achievement of positive outcomes for all, at every life stage.
This vision shapes the approach we take to support our employees, and
ensures that everyone is encouraged and able to offer their best contribution in
their working lives.
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10.2 Building on our considerable achievements to date, we continue to develop
new ways of thinking and working, to deliver a legacy of sustainable change
for the citizens and communities of Perth and Kinross.

10.3 Itis recommended that the Council:

(@) notes the continued success of the workforce management measures;

(b) notes the considerable range of organisational development activity
taking place across the Council;

(c) approves the continued provision of an annual report detailing progress
relating to workforce management and organisational development.

(d) consider the recommendations in the Audit Scotland report.

Author(s)

Name Designation Contact Details

Karen Donaldson Personnel Manager kadonaldson@pkc.gov.uk

(01738) 475430

Sandra Flanigan Employee Innovation and | sflanigan@pkc.gov.uk
Engagement Manager (01738) 475063

Approved

Name Designation Signature

Bernadette Malone Chief Executive

Date 3 December 2013

Reports to be presented to a Member / Officer Group, Committee, Sub-
Committee or the Council must be signed off by the Chief Executive or the
relevant Executive Director.

If you or someone you know would like a copy of
this document in another language or format,
(on occasion only, a summary of the document
will be provided in translation), this can be arranged

by contacting  (Sandra Flanigan)

Z’?j Council Text Phone Number 01738 442573
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ANNEX

IMPLICATIONS, ASSESSMENTS, CONSULTATION AND COMMUNICATION

Strategic Implications Yes / None
Community Plan / Single Outcome Agreement Yes
Corporate Plan Yes
Resource Implications

Financial None
Workforce Yes
Asset Management (land, property, IST) None
Assessments

Equality Impact Assessment Yes
Strategic Environmental Assessment Yes
Sustainability (community, economic, environmental) None
Legal and Governance None
Risk None
Consultation

Internal Yes
External None
Communication

Communications Plan None
1. Strategic Implications

1.1 Council Corporate Plan Objectives 2013 - 2018

The Council’'s Corporate Plan 2013-2018 lays out five Objectives which
provide clear strategic direction, inform decisions at a corporate and service
level and shape resources allocation. They are as follows:-

0] Giving every child the best start in life

(i) Developing educated, responsible and informed citizens

(i)  Promoting a prosperous, inclusive and sustainable economy
(iv)  Supporting people to lead independent, healthy and active lives
(v) Creating a safe and sustainable place for future generations

1.2  This report does not specifically relate to one of the objectives, but assists
with the delivery of all five.

2. Resource Implications

Workforce
This report summarises a number of key workforce resource issues.

3. Assessments

3.1 Equalities Impact Assessment

This report was considered under the Corporate Equality Assessment
Framework.  The Council’'s arrangements for workforce management,
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3.2

4.1

employee engagement and learning and development are designed to
support and advance equality.

There is on-going monitoring and reporting of the Council’'s employment
strategies through the equality monitoring statistics.

Strateqic Environmental Assessment

Strategic Environmental Assessment (SEA) is a legal requirement under the
Environmental Assessment (Scotland) Act 2005 that applies to all qualifying
plans, programmes and strategies, including policies (PPS).

However, no action is required as the Act does not apply to the matters
presented in this report. This is because the Committee are requested to note
the contents of the report only, and are not being requested to approve, adopt
or agree to an action or to set the framework for future decisions.

Consultation

This report was prepared in consultation with Executive Directors.
Background Papers

There are no background papers.

Appendices

Appendix one is attached to this report.
Appendix 2 ‘Scotland’s Public Sector Workforce’ report
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Appendix One

EMPLOYEE ENGAGEMENT SURVEY - September 2013

The survey was made available to 5764 employees across Perth & Kinross Council
and 3347 employees responded giving a response rate of 58.07% (52.54% in 2012)

High level results are summarised in the table below and compared with the results
of 2008 pilot surveys through to the 2012 full Council survey.

. Survey | Survey | Survey | Survey | Survey | Survey
Question 2008% | 2009% | 2010% | 2011% | 2012 % | 2013 % | €"ange
) Agree 86.5 89.8 88.7 88.3 87.4 89.1
1. | am clear what is - U
expected of me at | Neitheragree | 77 5.9 6.9 7.2 7.9 7.1 P
work. nor disagree 1.7%
Disagree 4.7 3.6 4.2 4.4 4.6 3.8
Agree 80 82.7 80.7 83.1 81.9 82.6
2. lam treated fairly [ Neither agree Up
at work. nor disagree 12.5 10.9 11.9 10.5 11.3 11.6 0.7%
Disagree 5.7 5.3 6.3 6.4 6.7 5.8
fit between the ]0b | Neither agree Up
do and my skills and nor disagree 10.3 9.6 104 9.7 10.5 8.8 1.5%
abilities. Disagree 6.5 48 6.3 6.3 5.9 6.0
4. | have the right Agree 70 73.3 75.2 71.8 71.4 71.5
tools, equipment ;
and information to Ne'”(‘fr agree | 157 | 151 | 14.3 17.1 16.2 15.3 Oulfg #
do my work nor disagree :
effectively. Disagree 11.9 10.5 10.5 11.1 12.5 13.2
me with a daily Neither agree Up
opportunity to use nor disagree 16.1 141 14.7 12.9 14.7 13.5 1.1%
my strengths. Disagree 8.3 6.4 7.9 7.3 7.7 7.8
6. | receive regular Agree 48.9 54 55.2 55.5 53.6 56.5
recognition and Neith U
praise on my nEIr d?r agrree 25.5 26.1 24 25.8 24.9 24.4 ) 9'2 9
performance at or disagree ’
work. Disagree 23.2 18.8 20.9 18.6 21.4 19.0
development is Neither agree Up
encouraged and nor disagree 23.2 23.2 22.3 225 22.7 21.8 2 3%
supported. Disagree 139 | 113 | 145 | 123 | 137 | 123
Agree 74.5 77.3 77.5 77.9 76.5 77.2
8.lamtreatedas | Neitheragree | 159 147 | 141 15.0 15.8 15.9 Up
an individual. nor disagree 0.7%
Disagree 7.4 6.5 8.3 7.1 7.7 70
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Aggregated

Survey

Survey

Survey

Survey

Survey

Survey

Question Responses | 2008% | 2009% | 2010% | 2011% | 2012 9% | 2013 % Change
59.1 63.8 63.1 63.6 62.5 64.6
9. At work my views .Agree U
and opinions seem | Neitheragree | o5 | 05 | 227 | 220 | 231 | 221 | ,iu
to count. nor disagree :
Disagree 135 12.6 14.2 135 14.4 13.3
Agree 69.4 71.6 67.5 69.5 66.6 67.6
10. My team has a Neither agree Up
good team spirit. nor disagree 14.6 15.5 16.9 16.9 17.5 17.3 1.0%
Disagree 13.8 11.6 15.7 13.5 15.9 15.1
11. The people | Agree 80.7 83.9 | 83.9 86.0 84.1 85.0
work with are Neither agree Up
committed to doing nor disagree 12.3 11.2 11.3 10.2 12.0 11.3 0.9%
their best. Disagree 45 3.6 49 3.8 4.0 3.7
12. | know how my Agree 76 778 | 79.8 79.9 80.2 81.0
jOb contributes to Neither agree Up
the Council's nor disagree 17.2 16.7 15.6 15.9 15.6 154 0.8%
objectives. Disagree 45 4 46 41 42 3.6
. Agree 72 74.3 76.7 78.0 76.7 78.7
13. | am given the - U
freedom to solve | Neitheragree | 478 | 176 | 167 | 160 | 158 | 151 | , o
problems. nor disagree .
Disagree 8 6.8 6.5 6.0 7.5 6.3
passionate about Neither agree Up
delivering excellent nor disagree 15.8 14.5 13.7 14.2 14.9 13.7 1.8%
customer service. Disagree 4.8 3.9 4.9 3.4 4.2 3.4
15. Any problems Agree 53.6 61.6 62.3 62.8 61.7 64.6
that could stop me Neith U
giving the best el d?r agree 29.2 25.8 25.5 25.8 25.3 23.7 ) grg ”
customer service nor disagree ‘
are dealt with. Disagree 15.2 11 12.2 11.3 13.0 11.8
16. | have sufficient Agree 75.4 75.2 75.6 73.2 76.6
opportunities to ;
raise issues with my '\r']e'r”é?r agree 15 14.6 148 | 161 | 137 3li1p0 3
manager about or disagree '
change at work. Disagree 8.5 10.2 9.6 10.7 9.8
Agree 63.5 61.5 72.7 71.7 72.6
17. 1 am able to - U
cope with my Neither agree 194 | 208 168 | 176 | 173 | ;oo
workload.. nor disagree I
Disagree 16.2 17.6 10.4 10.6 10.1

Percentages may not add up to 100% as some people may not have answered the question or due to

rounding of figures.
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The Accounts Commission

The Accounts Commission is the public spending watchdog for local
government. We hold councils in Scotland to account and help them improve.
We operate impartially and independently of councils and of the Scottish
Government, and we meet and report in public.

We expect councils to achieve the highest standards of governance and
financial stewardship, and value for money in how they use their resources
and provide their services.

Our work includes:

securing and acting upon the external audit of Scotland’s councils
and various joint boards and committees

assessing the performance of councils in relation to Best Value and
community planning

carrying out national performance audits to help councils improve
their services

requiring councils to publish information to help the public assess
their performance.

You can find out more about the work of the Accounts Commission on
our website: www.audit-scotland.gov.uk/about/ac

Auditor General for Scotland

The Auditor General'’s role is to:

« appoint auditors to Scotland’s central government and NHS bodies
* examine how public bodies spend public money

* help them to manage their finances to the highest standards

» check whether they achieve value for money.

The Auditor General is independent and reports to the Scottish Parliament on
the performance of:

directorates of the Scottish Government

government agencies, eg the Scottish Prison Service, Historic Scotland
NHS bodies

further education colleges

Scottish Water

NDPBs and others, eg Scottish Police Authority, Scottish Fire and
Rescue Service.

You can find out more about the work of the Auditor General on our website:
www.audit-scotland.gov.uk/about/ags

Audit Scotland is a statutory body set up in April 2000 under the Public
Finance and Accountability (Scotland) Act 2000. We help the Auditor General
for Scotland and the Accounts Commission check that organisations
spending public money use it properly, efficiently and effectively.



http://www.audit-scotland.gov.uk/about/ags/
http://www.audit-scotland.gov.uk/about/ac/
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Summary

Key facts

Number of whole-time equivalent (WTE)
staff employed directly by councils, the

NHS, the Scottish Government and other 373'4()01
central government bodies in
Scotland in March 2013

Minimum
number of staff
Estimated (WTE) who
staff costs £12.7 left through an
in public billion early departure
sector bodies scheme between
2011/12 2009/10 and
2012/13
Number of WTE jobs
transferred between
2009/10 and 2012/13 to
Total reduction in £1 arm’s-length or other
staff costs between billion bodies who deliver
2009/10 and 2011/12 (8%) services that are paid
for, at least in part, by
public money
Notes:

1. Calculated by Audit Scotland from Office for National Statistics and Information Services Division data.
2. Percentage of 2009 workforce.
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Background

1. Workforce planning is the process that organisations use to make sure they
have the right people with the right skills in the right place at the right time.
To manage their workforces effectively, organisations need to have up-to-date
information on:

e the numbers of people they employ to carry out different tasks
e what skills the workforce has and where there are gaps
e what skills and staff will be needed to deliver future services and priorities.

They must then plan and manage their workforces, and make any necessary
changes, to meet their organisational objectives.

2. The devolved public sector is an important source of employment in Scotland.!
In March 2013, councils, the NHS and central government, including the Scottish

Government, employed 443,900 full and part-time staff (headcount), representing
18 per cent of the total workforce in Scotland.

3. Staff costs are the largest single element of public bodies’ spending. In
2011/12, around £12.7 billion was spent on staff costs in councils, the NHS, the
Scottish Government and other central government bodies. Public bodies need
to manage their workforces strategically to deliver service priorities while dealing
with financial pressures and making savings. Many bodies are currently reducing
the size of their workforces to help meet budget cuts, through early departure
schemes, outsourcing service delivery to other organisations and changing how
they deliver services.? It is important, when making these changes, that bodies
retain staff with the skills needed to deliver their strategic priorities and that the
approaches they use provide value for money.

4. Councils receive around 70 per cent of their funding from Scottish Government
revenue funding, council tax, and non-domestic rates.?  We estimate that in
2012/13 councils received around £11.7 billion revenue funding from these
sources. The NHS received £11 billion revenue funding from the Scottish budget
in 2012/13. Central government, which includes bodies such as the Scottish
Government, Scottish Water, the Scottish Court Service and Creative Scotland,
received £4 billion revenue funding. In total, these three sectors received

£26.7 billion in revenue funding from the Scottish budget, council tax and
non-domestic rates in 2012/13. This is £1 billion (four per cent) less in real terms
than in 2009/10.% Between 2009/10 and 2012/13:

e council income from Scottish Government revenue funding, council taxes
and non-domestic rates reduced by £607 million (five per cent) in real
terms, to £11.7 billion

e the NHS's revenue budget allocation increased by £99 million (one per
cent) in real terms, to £11 billion

e the central government sector’s revenue budget reduced by £516 million
(12 per cent) in real terms, to £4 billion. (Exhibit 1, page 6).
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Exhibit 1

Funding changes 2009/10 to 2015/16

Since 2009/10 all sectors have faced budget pressures and these will continue to
2015/16 at least.
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colleges, police and fire (£ billion)
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2009/10 2010/11 2011/12 2012/13 2013/14 2014/15 2015/16

Scottish Government Budget — Revenue
Departmental Expenditure Limit, excluding

B Total B Councils NHS B Scottish Government and other
central government bodies

Note: Figures converted to 2012/13 prices. Figures for councils include Scottish Government grants
and receipts from non-domestic rates and council taxes. They exclude receipts from service fees
and charges for council services, other revenue and housing rents. m

Source: Audit Scotland

5. The financial pressures facing Scottish public bodies will continue until at least
2015/16, the period of the current Spending Review. Further detail is included in
Part 3 of this report.

About our audit
6. The aim of our audit was to assess if public bodies are effectively managing
changes to their workforces. The specific objectives were to determine:

e How will the size and structure of the public sector workforce change
between April 2009 and March 2015?

e \What were the financial costs and benefits of changes to the public sector
workforce and are the changes likely to provide long-term cost reductions?

e Did the workforce planning approaches that public bodies used follow good
practice and include assessments of capacity and capability to ensure that
the workforce can meet future needs?

e \What significant opportunities and challenges face those managing the
public sector workforce in future years?

7. The nature of public services and how they are provided has changed
significantly in recent years. Many public bodies have outsourced aspects of
their work to arm's-length external organisations (ALEOs) or to private sector
companies. Third sector organisations also provide a range of services on
behalf of public bodies. In all of these cases, some form of public funding is
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				Exhibit 1



				Funding changes 2009/10 to 2015/16 

				Scottish Government portfolio (excludes police & fire and further and higher education)		2009/10		2010/11		2011/12		2012/13		2013/14		2014/15		2015/16

						Budget
£m		Budget
£m		Budget
£m		Budget 
£m		 Budget
£m		Draft Budget £m		Planned

				Cash terms

				NHS		10,260.0		10,504.0		10,781.0		11,029.0		11,321.0		11,606.0		11,809.0

				Council including council tax  & non-domestic rates		11,530.0		11,873.0		11,621.0		11,677.0		12,023.0		12,058.0		12,091.0

				Scottish Government and other central government bodies		4,199.4		3,835.5		3,668.1		3,957.9		4,575.7		4,392.4		4,329.8

				GDP Deflator (2012/13 reference year) as at 27 June 2013		93.9		96.3		98.5		100.0		102.3		104.2		106.1

				Real terms

				NHS		10,930.5		10,905.9		10,943.3		11,029.0		11,066.5		11,133.5		11,130.1

				Council including council tax  & non-domestic rates		12,283.5		12,327.3		11,795.9		11,677.0		11,752.7		11,567.1		11,395.9

				Scottish Government and other central government bodies		4,473.8		3,982.2		3,723.3		3,957.9		4,472.8		4,213.6		4,080.9

				Total		27,687.8		27,215.4		26,462.5		26,663.9		27,292.0		26,914.2		26,606.8



				Note: Figures converted to 2012/13 prices. Figures for councils include Scottish Government grants and receipts from non-domestic rates and council taxes. They exclude receipts from service fees and charges for council services, other revenue, government grants and housing rents.



				Source: Audit Scotland





Audit Scotland
Exhibit 1
Exhibit 1 background data


paid to the service provider, a proportion of which will be used to pay staff. This
report focuses on staff employed directly by public sector organisations, and on
the costs associated with employing those staff. The report does not look at
the funds paid to other bodies providing services on behalf of public bodies or
their employees.

8. We gathered audit evidence from:

e published and unpublished national and local data

¢ work at nine fieldwork sites °

* responses to our survey of 80 public bodies ’

e interviews with representatives from organisations such as the Royal College
of Nursing, British Medical Association, the Society of Local Authority Chief
Executives (SOLACE), and the Scottish Social Services Council.

e Appendix 1 (page 43) sets out our audit approach and details who took
part in our audit. Report supplement 1 (PDF) [ ] summarises the details
of our nine fieldwork sites. Our audit did not include a number of smaller

central government bodies and some bodies did not provide all of the
information we asked for.

9. We received assistance and advice throughout the audit from an advisory
group. Appendix 2 (page 45) lists the members of this group.

10. We focused on the approaches used by councils, the NHS, the Scottish
Government and other central government bodies to change their workforces
from April 2009 to March 2013. We used this time period, as 2009/10 was the
last year in which budgets increased. Most of the figures quoted in our report
refer to this period. Our information on staff costs covers the period from April
2009 to March 2012, as actual costs for 2012/13 for all bodies were not available
at the time of our audit. To help understand what might happen up to the end of
the current spending review period, we include some estimates up to 2014/15.
These were provided by surveyed bodies and other named sources.

11. When we refer to the ‘public sector in Scotland’ we refer to the staff directly
employed by councils, the NHS, the Scottish Government and other central
government bodies. Our report excludes the 39,500 whole time equivalent
(WTE) staff employed by colleges, police, and the fire and rescue service.2 We
have excluded these bodies and staff because they were undergoing major
reform at the time of our audit.

12. The three sectors included in our audit operate within different frameworks:

e The NHS and central government bodies are directed by the Scottish
Government to follow certain policies. Both sectors have a no-compulsory-
redundancy policy, and adopted the Scottish Government'’s pay policy,
introduced as part of the 2011/12 Scottish budget announcement.?

e Councils have greater autonomy over how they deliver services, manage

budgets, and employ and manage workforces. One significant difference
is the use of compulsory redundancy. While the Scottish Government has

113

Summary |7


http://www.audit-scotland.gov.uk/docs/central/2013/nr_131128_public_sector_workforce_supp1.pdf

8

restricted the use of compulsory redundancy in central government bodies
and the NHS, some councils have used compulsory redundancy to change
their workforces.

e The NHS adheres to some workforce management policies that operate at
a UK level. These apply to the majority of NHS staff. All doctors', dentists,
nurses' and allied health professionals’ pay is based on recommendations
by UK pay review bodies.

e Some NHS, Scottish Government and central government bodies are
restricted in how they can reduce costs as a result of guarantees to protect
staff terms and conditions. Some staff are given lifetime pay protection
when they change job due to organisational restructuring while others may
have their terms and conditions protected for a specified time only.

13. This audit complements our report Managing early departures from the
Scottish public sector®

14. Our audit report is in three parts:
¢ Part 1. Changes in staff numbers and costs
¢ Part 2. Implementing workforce changes
¢ Part 3. Planning for future workforce changes

15. In addition to this report, we will publish the following supporting material on
our website in January 2014

e Background data for individual public bodies.

e Good practice guide.
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Key messages

‘| From March 2009 to March 2013, the Scottish public sector workforce
reduced by 26,600 WTE (seven per cent), to 373,400. A significant
number of staff left through early departure schemes (15,816 WTE,
equal to four per cent of the 2009 workforce). Another 9,664 WTE
(three per cent) transferred to ALEOs or other non-public sector bodies.
These staff still deliver services paid for by public money, but they are
no longer included in public sector employment figures.

2 These changes helped public bodies to reduce their staff costs by an
estimated £1 billion (eight per cent) between 2009/10 and 2011/12.
Some of this reduction in staff costs will be offset by other payments
to ALEOs and other non-public sector bodies to deliver public services.

3 The 80 survey bodies used a range of approaches to manage
workforce numbers and costs. Each of the nine fieldwork bodies
planned, at a service level, when changing their workforces. NHS
bodies also produce single organisation-wide plans, bringing together
their service-level workforce plans. Eight fieldwork bodies had used an
early departure scheme but none had fully tested their schemes before
using them. Fieldwork bodies did not routinely collect information on
the costs and savings of their workforce change programmes.

4 Public sector finances will be under pressure for the foreseeable future
although this varies between sectors. At the time we completed our
work, only 58 of the 80 public bodies surveyed were able to predict
workforce numbers and costs for 2014/15.

5 Given the challenges ahead, public bodies will need to make further
workforce changes. Without service reform these are unlikely to deliver
the savings needed. Public bodies need to think differently about how
they deliver services, for example by prioritising and redesigning
services and increasing joint working and collaboration. The Scottish
Government has a number of reforms under way that could help
deliver some of the change needed.
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Recommendations

The Scottish Government and the Convention of Scottish Local
Authorities (COSLA) should:

e work with public bodies to improve the consistency and accessibility of the

data they collect on public sector employment and staff costs. This would
provide more clarity on the relationship between staff numbers and costs
and the impact of changes in employment levels on disposable income and
workforce availability

provide strategic guidance on how bodies can redesign services and work
better together to jointly plan and deliver services

improve strategic planning of public sector workforces to identify and plan
for future skills needs, gaps and challenges across the public sector.

Where they have not already done so, councils, the NHS, the Scottish
Government and central government bodies should:

develop and use organisation-wide workforce plans, informed by a series
of service or departmental plans that are consistent in their structure

and content. Senior managers and boards or elected members should
scrutinise and monitor these plans

assess the impact of different terms and conditions on the likely costs and
uptake of their schemes before they put a scheme in place

collect information on the costs and net savings from their workforce
programmes and report these details to boards and elected members

forecast expected staff numbers, skill needs and costs on a rolling three-
year basis, using scenario planning where necessary

make better use of existing mechanisms, such as community planning
partnerships, to identify opportunities to share resources, including
workforces.
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Part 1

Changes in staff numbers and costs

Key messages

1 From March 2009 to March 2013, the Scottish public sector workforce
reduced by 26,600 WTE (seven per cent) to 373,400.

2 Over these four years, 9,664 staff transferred to arm's-length or other
bodies outside the public sector. These staff still deliver services paid
for by public money, but they are no longer included in public sector
employment figures.

3 At least 15,816 WTE staff left through early departure schemes.

4 Staff have also retired or left for jobs outside the public sector. At
the same time, public bodies have recruited staff to fill posts that are
critical to their ability to deliver services.

5 Reported staff costs reduced by £1 billion (eight per cent) to
£12.7 billion, between 2009/10 and 2011/12. Some staff who transferred
to arm's-length and other non-public sector bodies are still being paid
indirectly through public funds.

The public sector workforce reduced by 26,600 WTE (seven per
cent) between 2009 and 2013

16. The devolved public sector workforce in Scotland grew by 52,700 WTE staff

(a 1.5 per cent annual increase) in the ten years after devolution, from 347,300 in

March 1999 to 400,000 in March 2009. From March 2009 to March 2013, public
bodies reduced their workforces overall by seven per cent, equivalent to a 1.7 per
cent annual decrease, to 373,400 WTE staff:"

e Councils made the biggest reduction of 23,800 WTE staff (ten per cent) to
204,500 WTE.

e The NHS made the smallest reduction, with its workforce decreasing by
1,400 WTE staff (one per cent) to 133,200 WTE.

e The Scottish Government and other central government bodies reduced
their workforces by 1,400 WTE overall (four per cent) to 35,700 WTE staff.

17. Between March 2009 and March 2012, councils, the NHS, the Scottish
Government and other central government bodies reduced their workforces by
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26,800 WTE to 373,200 WTE staff. The public sector workforce has begun to
grow again. During 2012/13, there was a net increase of 200 WTE. Council staff
reduced by a further 2,600 WTE while NHS and central government workforces
increased by 2,000 and 800 respectively? (Exhibit 2).

Exhibit 2

Public sector employment between 1999 and 2013, by sector

Public sector employment declined from a peak of 400,000 in 2009. Council
employment began declining in 2006.
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Source: Audit Scotland from Office for National Statistics data

18. Councils began to reduce their workforces in March 2006, by an average
of just under one per cent a year until 2009. Since then, councils have reduced
workforces by an average of 2.6 per cent each year. The Scottish Government
and other central government bodies and the NHS began to reduce numbers in
the first six months of 2010.

19. Fifty-nine of the 80 public bodies in our survey, including all 32 councils,
reduced the size of their workforce between 2009 and 2013. Eighteen NHS and
central government bodies increased their staff numbers:

e Thirteen of 22 NHS bodies reduced their workforces, while nine increased
staff numbers. Six of the eight special boards increased their staff numbers,
ranging from an increase of three WTE at the Scottish Ambulance Service,
to over 450 additional WTE staff (79 per cent increase) at NHS Education
for Scotland.™ Only three of the 14 territorial boards increased staff numbers:
NHS Lothian, by 78 WTE (less than one per cent); NHS Shetland, by 48 WTE
(ten per cent); and NHS Highland, by 811 WTE (11 per cent) (paragraph 20).

e Fourteen of the 26 central government bodies surveyed reduced their
workforces. Nine increased their total staff numbers.™

20. Some of the changes to individual workforces are due to staff transferring
within the public sector. They do not affect the overall total but result in movements
across and within sectors. For example, the NHS is now responsible for prisoner
healthcare, which led to the transfer of 253 staff from the Scottish Prison Service
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to nine territorial health boards in October 2011.” New arrangements for the
integration of health and social care in the Highlands led to the transfer, in April
2012, of 1,100 staff from Highland Council to NHS Highland, and 160 staff from
NHS Highland to the council. Other significant changes have taken place through
the Scottish Government’s programme to simplify the public sector landscape. This
resulted in staff transfers between existing, merged and new central government
bodies. For example, in April 2010, around 615 staff transferred from two bodies to
the Scottish Government to create Marine Scotland.

Almost 10,000 WTE staff transferred to arm's-length or other bodies
outside the public sector

21. Based on our survey, we calculate that since 1 April 2009, 9,664 WTE staff
transferred from councils, the NHS and central government bodies to arm's-length
bodies (ALEOs) or other bodies outside the public sector, such as SERCO." This
is equivalent to 36 per cent of the overall reduction in workforce numbers.

22. In the last four years, 15 councils, one NHS board and two central
government bodies transferred staff to ALEOs and other non-public sector
bodies. Councils transferred a total of 9,100 WTE staff (just under four per cent
of the total council workforce in March 2009). NHS Forth Valley transferred

541 facilities management staff to SERCO in 2010/11, as part of the contract
arrangement for the new Forth Valley Royal Hospital. Highlands and Islands
Enterprise and Scottish Enterprise transferred 23 staff in total to Atos in 2011 as
part of a joint IT shared services arrangement with Skills Development Scotland.

23. Staff who transferred under these arrangements are not included in the
public sector employment statistics or staff costs. They may continue to provide
or support the delivery of public services, paid for by public money. The cost of
these outsourcing arrangements is reported in public bodies’ accounts as general
expenditure rather than as staff costs. Case study 1 illustrates how this works.

Case study 1
South Lanarkshire Council transferred 224 WTE staff to an ALEO to deliver
its sport, culture and recreation facilities

In 2010, South Lanarkshire Council transferred 224 WTE staff to South
Lanarkshire Leisure and Culture Trust. The trust receives an annual service
fee (£21.6 million in 2011/12) from the council. It also receives income from
users through charges for the services it provides. The staff are no longer
included in the public sector employment statistics or accounted for as
public sector staff costs. They continue to deliver public services and the
council contributes to the costs through the annual service fee.

Source: Audit Scotland

The public sector workforce reduced by 15,816 WTE through early
departure schemes

24. In Managing early departures from the Scottish public sector, we reported that
13,846 public sector staff (headcount) agreed to leave their employment as part

of an early departure scheme in 2010/11 or 2011/12." Usually staff do not leave
immediately. For example, when agreeing early departures in 2011/12 and 2012/13,
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the Scottish Government set three dates over each year when staff could leave.

In Glasgow City Council, departure dates were set by individual heads of service
and spread over a three-year period. For this audit, we collected information on the
number of staff who actually left each year from 2009/10 to 2012/13.

25. Over the four years from 2009/10 to 2012/13, 18,908 people (headcount) left
their jobs through an early departure scheme. \We have calculated the number

of jobs affected on a WTE basis, using a conversion factor based on data from
the Office for National Statistics (ONS). We estimate that 15,816 WTE jobs were
vacated by the 18,908 employees who left through early departure schemes.

26. The number of staff leaving through early departure schemes varied across the
public sector. The Scottish Government and other central government bodies made
the greatest relative use of early departure schemes to reduce workforce numbers:

e 11,5643 WTE staff left councils, equivalent to five per cent of the March
2009 workforce in councils

e 946 WTE staff left the NHS, equivalent to one per cent of the March 2009
NHS workforce

e 3,327 WTE staff left the Scottish Government and other central
government bodies, equivalent to nine per cent of the March 2009
workforce.

27. The number of staff leaving through early departure schemes peaked at
6,238 WTE in 2010/11. The number of public bodies using early departure
schemes peaked one year later in 2011/12. The number of people leaving through
early departure schemes has reduced in recent years in all three sectors. This
downward trend may be due to a combination of factors, including the targeting
of schemes and less interest in early departure schemes amongst remaining staff
(Exhibit 3, page 15).

Natural departures, secondments and recruitment led to further changes
28. Of the 26,600 WTE posts removed from the public sector between 2009 and
2013, 9,664 were through transfers to ALEOs and other bodies outside the public
sector. Reductions through public bodies’ early departures schemes led to 15,816
fewer posts. This leaves a net difference of 1,120 WTE posts. This is made up of
a combination of recruitment; secondments to other non-public sector bodies; and
natural turnover, when staff retire or leave for jobs outside the public sector.™®

29. Overall staffing levels have decreased. Councils, the NHS, the Scottish
Government and central government bodies have also recruited staff. For
example to replace business-critical skills lost through natural turnover or to bring
in new skills to deal with service changes and new responsibilities. The Scottish
Environment Protection Agency (SEPA) recruited 43 staff between 2009 and
2013 to deliver new responsibilities arising from the Flood Risk Management
(Scotland) Act 2009. The new responsibilities included: producing a national flood
risk assessment for Scotland; identifying vulnerable areas; producing flood hazard
and flood risk maps; and establishing a flood risk management planning service.
Overall, SEPA reduced its staff numbers by 148 WTE between 2009 and 2013.

30. It is important that public bodies plan strategically. VWhen a post is vacated they
should firstly assess if the post is business-critical and if so, how it should be filled.
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Exhibit 3

Number of bodies using, and staff (WTE) leaving through, early departure and early retirement

schemes, 2009/10-2012/13

The number of people leaving through an early departure scheme has reduced in recent years.
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Source: Audit Scotland

We found that, when staff left a business-critical post, our fieldwork bodies often
re-evaluated and re-graded the job. Public bodies also took advantage of staff leaving
to redeploy staff from elsewhere in the organisation (Case study 2, page 16).

Some aspects of the workforce profile changed between 2009
and 2013

31. As well as the overall reduction in public sector staff, the profile of the
workforce has changed. Between 2009 and 2013, the average age of public
sector staff increased. In 2013, the average age was 44 years and four months
compared with 43 years and nine months in 2009. We looked at the age
distribution of the full and part-time staff in our survey bodies in 2009 and 2013
and found that the number of staff:

e aged under 20 years fell by 25 per cent
e aged 50-59 years increased by 5 per cent

¢ in all other age groups decreased by between six and 12 per cent (Exhibit 4,
page 17).

121



Exhibit 3

				Scotland's public sector workforce 



				Exhibit 3



				Number of  staff (headcount and WTE) leaving each year through early departure and early retirement schemes, 2009/10 - 2012/13





				Headcount		2009/10		2010/11		2011/12		2012/13

				Councils		1,673.0		5,733.0		4,266.0		2,563.0

				NHS bodies		147.0		319.0		451.0		196.3

				Scottish Government and other central government bodies 		694.0		1,418.0		962.0		486.0

				Total		2,514.0		7,470.0		5,679.0		3,245.3





				Converted to WTE		2009/10		2010/11		2011/12		2012/13

				Councils		1,348.4		4,643.7		3,459.7		2,091.4

				NHS bodies		125.0		271.2		383.4		166.9

				Scottish Government and other central government bodies 		649.6		1,323.0		898.5		455.9

				Total		2,123.0		6,237.9		4,741.6		2,714.1



				Source: Audit Scotland

				Conversion factors used; to convert headcount to whole time equivalent (WTE)



				Councils				NHS bodies						Scottish Government and other central government bodies  

				2009/10		0.806		2009/10				0.850		2009/10				0.936

				2010/11		0.810		2010/11				0.850		2010/11				0.933

				2011/12		0.811		2011/12				0.850		2011/12				0.934

				2012/13		0.816		2012/13				0.850		2012/13				0.938

				Source : Conversion factors calculated from ONS data,  Public sector employment statistics, Scottish Government June 2013
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If all of those aged 50 years or more leave their jobs within the next 10-15 years,
over 37 per cent of the workforce will leave. There is a risk that this could create
gaps in essential skills and experience (see Part 3).

Case study 2
Glasgow City Council's early departure scheme in 2010 resulted in 2,607
staff leaving

Glasgow City Council ran an early departure scheme in 2010 targeted at all
staff over the age of 50. The scheme excluded staff working in business-
critical posts in education and social work services. A total of 2,607
individuals applied and all were accepted for departure. In one department,
Land and Environmental Services, just over 23 per cent of the workforce
(831 staff) applied to leave in the three years up to 2012/13. In some teams
within the department, applications for early departure were equivalent to
40 per cent of the team workforce. Following a detailed review to determine
what investment was needed to maintain services and flexibility, the
department identified that it would bring in 452 staff. This was achieved by
recruiting staff and redeploying them from elsewhere in the council.

Source: Audit Scotland

32. Some public bodies are now targeting the recruitment of young people.
Scottish Government and ONS official statistics show that, in the year to March
2013, the number of 16-24 year olds employed by 53 central government bodies
on a full or part-time basis increased by 140, to 1,300. Overall, the percentage of
young people in the workforces of these public bodies increased from 3.8 per
cent to 3.9 per cent.”

33. Identifying other changes in the make-up of the public sector workforce is
made difficult by incomplete information on, for example, the ethnic origin of
staff or the types of job that public sector staff do.2 Our analysis of the available
information shows that while there are differences across sectors, the gender
profile of the workforce and type of employment have not changed significantly
since 2009 (Exhibit 5, page 18).

34. The number of senior manager jobs and administrative posts has decreased
in some parts of the public sector:

e The Scottish Government has a target to reduce senior manager costs by
25 per cent between April 2010 and 2015. It reported a reduction of 17 per
cent by the end of March 2013.%

e The NHS set a target to reduce the number of senior managers by 25 per
cent from April 2010 to April 2015. It reported a reduction of 23 per cent up
to April 2013.%2

e Councils have reduced the size of their management teams. We reported
in Responding to challenges and change: an overview of local government
in Scotland that by the end of 2012, 18 councils had four or fewer directors
on their senior management team.?
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Exhibit 4
Changes in the public sector workforce, by age, 2009/10-2012/13
The total number of staff in each age group decreased between 2009/10 and 2012/13 except in the 50-59 age group.

Number of staff — 2013 under 20yrs
1,545 36,790
ﬁ 00000000
-25% on 2009 """"“
21,244 -12% on 2009
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ALY
-6% on 2009 53% 7o 11.7% 62 862

30.3%

50-59yrs

95,447

-7% on 2009

|w

40- 49yrs

30.7% 96,712

+5% on 2009

-7% on 2009

Note: Total WTE staff in 64 of the 80 survey bodies reduced from 329,000 in March 2009 to 314,600 in March 2013. Other
bodies could not provide age breakdowns for both years. m

Source: Audit Scotland

¢ |n the Scottish Government and its agencies the number of first-tier
management posts decreased by 10 per cent between 2009 and 2012.

e Inthe NHS, the percentage of administrative and support services staff
employed decreased from 30.1 per cent in September 2009, to 28.6 per
cent in March 2013.2*

e |n the Scottish Government and its agencies, the number of administrative
grade posts reduced by more than eight per cent between 2009 and
2012.2 We do not have equivalent information for councils or other central
government bodies.

35. We do not have complete information for all types of staff employed in
the public sector due to the variety of jobs that exist. Previous reports by Audit
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				Scotland's public sector workforce 



				Exhibit 4



				Changes in the public sector workforce by age, March 2009 - March 2013



				Age		Under 20		20-29		30-39		40-49		50-59		60+		TOTAL

				2009		2048		41612		67725		103574		91215		22659		328833

				2013		1545		36790		62862		96711		95447		21244		314599

				Change from 2009 - 2013		-503		-4821		-4864		-6863		4232		-1415		-14234

				Change as a per cent of 2009 figure 		-24.6%		-11.6%		-7.2%		-6.6%		4.6%		-6.2%		-4.3%



				Not all bodies were able to provide an age breakdown of their workforces in 2009 and 2013. The analysis is based on data from 24 councils, all 22 NHS boards and 18 central government bodies



				Source: Audit Scotland, from data provided by individual councils and central government bodies, and from ISD data for NHS boards. 
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Changes in the public sector workforce, 2009-13, by gender and type of employment

Exhibit 5
' Overall ' Councils

Gender

Female 2009 Male
% %
69 31
67 33
77 23

Type of employment

Full-time 2009 Part-time
% %

64 36
69 31
s - Tk

Permanent Temporary
% %

91 9
88 12

95 5
o- I !

Source: Audit Scotland from survey data and other published data

NHS W Central government
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89_ 11
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Scotland have raised concerns about the loss of expertise amongst trading
standards and planning staff in councils.? The number of teachers employed in
Scotland decreased by three per cent, from 53,000 in 2009, to 51,410 in 2012.
Pupil numbers also fell over the period. Overall, pupil to teacher ratios increased
from 13.2 pupils to each teacher in 2009 to 13.4 in 2012.

36. NHS staffing varies across specialisms. For example, Information Services

Division (ISD) data show the following:

e  The number of NHS consultants rose from 4,250 to 4,532 WTE between
September 2009 and March 2013. Demand has also increased resulting in
vacancy rates decreasing from 3.8 per cent in September 2009 to 3.1 per
cent in March 2010, before increasing to 4.3 per cent in March 2013.

e The same pattern is evident for nursing and midwifery staff. Overall,
the number of nursing and midwifery staff in post fell by 1,392 WTE to
just over 57,000 WTE over the period. Vacancies decreased between
September 2009 and September 2010 from 2.5 per cent to 0.8 per cent,
but increased to 2.7 per cent in March 2013. NHS spending on bank and
agency nursing and midwifery staff had fallen from £106 million in 2009/10
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				Exhibit 5



				Changes in the public sector workforce by  gender, March 2009 - March 2013



						March 2009				March 2013

				Gender (number) 		Female		Male		Female		Male

				Councils		152685		74311		137175		66196

				NHS bodies		104134		31692		102309		30897

				Scottish Government and other central government bodies 		11150		13757		11111		13178

				Gender (per cent of total) 

				Councils		67%		33%		67%		33%

				NHS bodies		77%		23%		77%		23%

				Scottish Government and other central government bodies 		45%		55%		46%		54%



				Not all bodies were able to provide a gender breakdown of their workforces in 2009 and 2013. The analysis is based on data from all 32 councils, and all 22 NHS boards and 21 central government bodies



				Source: Audit Scotland, from Joint Staffing Watch data for councils, ISD data for NHS boards and survey data for central government bodies. 

				Changes in the public sector workforce by  type of employment, March 2009 - March 2013

						March 2009				March 2013

				Full time / part time (number) 		Full time		Part time		Full time		Part time

				Councils		153556		105704		141053		103135

				NHS bodies		93901		41925		89305		43900

				Scottish Government and other central government bodies 		22384		4015		22003		4120

				Full time / part time (per cent of total) 

				Councils		59%		41%		58%		42%

				NHS bodies		69%		31%		67%		33%

				Scottish Government and other central government bodies 		85%		15%		84%		16%

				Not all bodies were able to provide details on full and part time working for 2009 and 2013. The analysis is based on data from 30 councils, all 22 NHS boards and 20 central government bodies



				Source: Audit Scotland, from survey data for councils and central government bodies and ISD data for NHS boards

				Changes in the public sector workforce by  type of employment, March 2009 - March 2013



						March 2009				March 2013

				Permanent / Temporary (number) 		Permanent		Temporary		Permanent		Temporary

				Councils		199640		27356		181735		21635

				NHS bodies		110679		5222		124307		8333

				Scottish Government and other central government bodies 		21992		1693		24717		2052

				Permanent / Temporary (per cent of total) 

				Councils		88%		12%		89%		11%

				NHS bodies		95%		5%		94%		6%

				Scottish Government and other central government bodies 		93%		7%		92%		8%

				Not all bodies were able to provide details on  permanent and temporary working for 2009 and 2013. The analysis is based on data from 30 councils, 19 NHS boards and 19 central government bodies



				Source: Audit Scotland, from Joint Staffing Watch data for councils and survey data for NHS and central government bodies. 
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to £90.5 million in 2010/11. This is now increasing again. In 2012/13, the
NHS spent £110.6 million on bank and agency nursing and midwifery staff.

Reported staff costs reduced by £1 billion (eight per cent) in real
terms between 2009/10 and 2011/12. But public bodies are still
meeting some of these costs

37. We estimate that councils, the NHS, the Scottish Government and other
central government bodies spent at least £12.7 billion on staff costs in 2011/12.
Staff costs decreased by £1 billion in real terms (eight per cent) over the three
years from 2009/10.% Staff who transferred to arm's-length and other bodies
may continue to be paid for by public money. As such, the reduction in staff costs
is offset, in part, by additional service contract costs.?®

38. Staff costs changed over the three years in each sector as follows (Exhibit 6):

e Councils reduced staff costs by £813 million (12 per cent) in real terms,
to £6 billion in 2011/12. Over the same three-year period, council staff
numbers decreased by nine per cent.

e The NHS reduced staff costs by £136 million (two per cent), to £5.5 billion
in 2011/12 while NHS staff numbers reduced by three per cent.

e In the Scottish Government and other central government bodies staff
costs decreased by around £83 million to at least £1.2 billion in 2011/12
(seven per cent). Our analysis for the sector is not complete. We estimate
that the 66 bodies included in our analysis of staff costs represent
approximately 85 per cent of the workforce in the Scottish Government
and other central government bodies.

Exhibit 6
Changes in staff costs, in real terms, 2009/10 to 2011/12
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Source: Audit Scotland
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39. Councils reduced staff costs for all service areas between 2009/10 and
2011/12. The extent of reduction varied across services. Education and social
work staff costs reduced by seven and 11 per cent respectively; cultural and
related services staff costs reduced by 19 per cent and central services staff
costs reduced by 38 per cent.

It is difficult to get reliable cost information

40. There is no single source of data for staff costs and we have drawn
information from a range of sources to produce our estimates:

e The audited accounts for councils do not identify staff costs as a separate
item. We used unaudited information from the local financial returns (LFRs)
to provide trend information on employment costs. LFRs are the best
source of comparative financial information currently available.?

e QOur estimates of NHS staff costs are based on Scottish Government
monitoring which is audited, reliable and collected consistently across
the years.

e \We reviewed the accounts of 66 central government bodies including,
the Scottish Government. Where relevant, this included predecessor
organisations. There are inconsistencies in what is included in staff costs
in each body's accounts. For example, in some cases, board remuneration
costs were listed separately but not in others. \We have adjusted the
figures, where possible, to try to ensure consistency.

41. The staff costs reported in bodies” annual accounts include the cost of early
departure payments. We estimate that, since 2009/10, councils, the NHS, the
Scottish Government and other central government bodies incurred costs of at least
£663 million for those leaving as part of an early departure scheme. So, the actual
reduction in staff costs from 2009/10 to 2011/12 may be more than £1 billion.

Recommendation

The Scottish Government and the Convention of Scottish Local
Authorities (COSLA) should:

e work with public bodies to improve the consistency and accessibility of the
data they collect on public sector employment and staff costs. This would
provide more clarity on the relationship between staff numbers and costs
and the impact of changes in employment levels on disposable income and
workforce availability.
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Part 2

Implementing workforce changes

Key messages

1 The 80 survey bodies had used a range of approaches to manage
workforce numbers and costs. Each of the nine fieldwork bodies
planned, at a service level, when changing their workforces. NHS
bodies also produce single organisation-wide plans, bringing together
their service-level workforce plans.

2 Eight fieldwork bodies had used an early departure scheme but none
had fully tested their schemes before using them. Fieldwork bodies
followed appropriate approval processes for significant workforce
changes but they did not routinely collect information on the costs and
savings of the approaches they were taking.

3 The nine fieldwork bodies worked closely with staff and unions on

proposed workforce changes and are monitoring the effect on staff. our fieldwork

They generally rely on existing systems to measure the effects on staff b d d

and on how services are performing. odies made
the changes
needed

42. This part of our report includes examples of practice from our nine fieldwork to their
sites. We chose these to provide a mix of views and experiences. \We recognise

that there may be other good practice examples at locations where we did not WOI'ka rces to
carry out detailed work. achieve their
Fieldwork bodies planned changes to their workforces at business
service or departmental level. NHS bodies had also produced and financial

organisation-wide plans . .
Janisation-mice p objectives

43. \We assessed the workforce planning approaches used at our nine fieldwork
sites against good practice to find out the following:®

e Did fieldwork bodies link workforce requirements with corporate objectives,
financial planning and service delivery plans? When they did this, did they
consider possible changes in policy, budgets, demand and the future
supply of the workforce?

e Did each organisation identify:

— the skills and capabilities needed to deliver its priorities now and in future?

— skills gaps?

— areas where staff had skills that were no longer required and offered
opportunities for redeployment or savings?
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Fieldwork bodies used service-level workforce planning to deliver their
organisational objectives. NHS bodies had also produced organisation-
wide workforce plans

44. Preparing a workforce plan for the whole organisation helps strategic planning
by identifying opportunities for redeploying people and providing an opportunity
for more joined-up planning across service areas or departments. Without an
organisation-wide plan there is a risk that:

e changes to how an organisation delivers services in one area may have
unplanned or unintended effects on other services

e management teams cannot manage workforce changes to ensure that
the organisation is making best use of its staff resources to achieve its
objectives.

45. \We found that all nine fieldwork bodies linked their workforce requirements
to organisational objectives, financial plans, and service delivery. NHS bodies had
also produced detailed organisation-wide workforce plans, in line with a specific
Scottish Government requirement to produce these annually.

46. All of the fieldwork bodies had planned their workforces well at a service
level, with the details included in individual service or departmental plans.®!
These plans set out the bodies’ aims and intentions for the service, typically over
3-5 years. We reviewed examples of service level plans at the fieldwork sites and
found that they contained:

e a clear rationale for making changes that linked to organisational objectives
e details on what changes they would make in how they deliver services

e an outline of the services' current resources, for example budget and staff
e details on how the workforce should change to deliver redesigned services.

47. There may be reasons why organisations plan at a service or departmental
level. For example, councils deliver a wide range of services. Some have large
workforces, including specialist staff who are unlikely to be redeployed to a
job outside their main area of expertise. WWhere public bodies use service level
planning, they need to consider the risks of not preparing organisation-wide
workforce plans, and take action to mitigate them.

48. \Where public bodies choose to use service or departmental plans rather
than organisation-wide plans, good practice suggests that their individual

plans should have a similar structure and level of detail, so that they can be
compared and subject to central analysis and scrutiny. Our review of the 22 NHS
organisation-wide workforce plans found they did not have a consistent structure
or content. This makes it difficult for the Scottish Government Health and Social
Care Directorate (SGHSCD) to develop a view of the NHS's workforce needs
across Scotland. The SGHSCD is currently consulting with boards about ways

to improve and speed up the development of plans. We did not review enough
individual service plans at fieldwork sites to form a view on the extent to which
they had similar structures.
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49. From our fieldwork, we identified that all three NHS bodies and two councils
were using existing tools and good practice approaches to develop their
workforce plans. NHS bodies follow the SGHSCD ‘Six steps methodology to
integrated workforce planning” guidance. Aberdeenshire Council developed an
electronic workforce planning toolkit with support from the Improvement Service.
It allows public bodies to use scenario planning to help develop long-term plans
for new or restructured services. Twenty-nine Scottish councils requested and
received an electronic copy of the toolkit. The council and the Improvement
Service report that it has been used by at least eight other councils including
South Lanarkshire, which used it to review some of its services.*

Fieldwork bodies had identified their skills needs and started responding to
potential skills gaps

50. \We found evidence that all nine fieldwork bodies had identified the mix of
skills needed to deliver services over the next few years. They had also taken
action to respond to potential skills gaps at individual service level. The Scottish
Government published its draft capability plan in January 2013. This identified
additional skills that staff will need over the next few years, such as in tax policy,
administration and digital and social media.

51. We also found good examples of organisations working with education
providers to reduce skills gaps. For example, between 2009 and 2013, SEPA
worked with the Universities of Stirling and Dundee to train specialists in flood
risk management. This was to help meet new EU directives that led to the Flood
Risk Management (Scotland) Act 2009. The new legislation increased demand
for specialists Europe-wide and not enough were available in Scotland. SEPA
resolved this shortage by developing a trainee programme with the universities.
This allowed recruits to develop their skills through both work and part-time studly,
thereby filling the skills gap.

Public bodies used a range of approaches to manage workforce
numbers and control costs

52. The public bodies we reviewed used different approaches to help manage
staff numbers and costs between 2009/10 and 2012/13 (Exhibit 7, page 24).

53. All 80 of the public bodies we surveyed set limits on pay increases to manage
their staff costs. As part of the Scottish budget considerations in 2011/12 and
2012/13, Scottish ministers introduced a pay freeze for all staff at the top of their
pay scale in the Scottish Government, its agencies and non-departmental public
bodies.*® The policy was also adopted by the NHS in Scotland and some councils.
Public bodies adopting the policy did not give inflationary pay increases to staff,
although staff costs did increase for other reasons, such as pay progression. The
Independent Budget Review Panel estimated that pay restrictions across the
public sector avoided additional staff costs of £240 million in 2011/12, rising to a
total of £570 million by 2012/13.%

54. Seventy-seven of 80 public bodies used vacancy management to reduce staff
numbers and costs. This is when an organisation fills only vacant posts that are
business-critical. NHS Lanarkshire used a mixture of vacancy management and
recruiting, redeploying and retraining staff to alter the skills mix within the allied
health professionals (AHP) service. The overall number of AHP staff decreased
by only two (from just over 800 WTE) but by changing the grade mix, NHS
Lanarkshire reported a saving of £1.5 million between 2010/11 and 2012/13.
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Exhibit 7
Methods used by public bodies to manage workforce numbers and costs 2009/10-2012/13
Bodies used a variety of methods to manage workforce numbers and costs.

Total number of bodies: 32 22 26 Total
80
Method Number of bodies implementing methods
32 22 26
Pay restrictions/pay freezes I I S0 (100%)
32 21 24
Vacancy management I I 77 (96%)
. 30 21 19
Redeploying Staff 10 A oW area I
of work 70 (88%)
32 15 22
Voluntary early departure schemes I I 69 (86%)
30 19 17
Reducing the use of overtime | I 66 (33%)
32 12 18
Voluntary early retirement I I 62 (78%)

20

25 17
Using fewer agency/temporary staff [ R I 62 (78%)

24 13 16
Changing employees’ work patterns | I 53 (66%)

23 10 9
Re-grading posts I I 42 (53%)
Changing employees’ terms and 23 4 2
condifions I 36 (45%)

13 6 13
Recruitment freeze/restrictions [ ] I 32 (40%)
11 4 7

Encouraging career breaks I 22 (28%) B Councils

Using more consultants and agency &1& 22 (28%) Health

or temporary staff B Scottish Government and other

4 7 3 central government bodies
Using secondments [ | I 14 (18%) oo I
4 8 2
Using more bank staff' [ | W 14 (18%)
12
Compulsory redundancies I 12 (15%)
2 6 2
Using fewer bank staff [ | H 10 (13%)

Note 1: The NHS employs bank staff to help manage the need for additional staffing hours cost-effectively and safely.
NHS boards can also contract nursing staff through agencies, but this is more expensive. m

Source: Audit Scotland

55. Seventy public bodies redeployed staff to alternative posts, if the post they
occupied was no longer needed. South Lanarkshire Council reviewed its customer
contact service with a view to making savings. It implemented a programme

to increase telephone and web-based contact, and was able to merge five call
centres into two. It moved surplus call centre staff to other duties, retraining
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						Scotland's public sector workforce



						Exhibit 7 



						Methods used by public bodies to manage workforce numbers and costs 2009/10 to 2012/13



								Pay restrictions/Pay freezes		Changing employees' terms and conditions		Re-grading posts		Recruitment freeze/ restrictions		Compulsory redundancies		Voluntary early retirement		Voluntary early departure schemes		Reducing the use of overtime		Using fewer agency / temporary staff		Using more consultants / agency / temporary staff		Using fewer bank staff		Using more bank staff		Vacancy management		Redeploying staff to a new area of work		Changing employees' work patterns		Encouraging career breaks		Using secondments



						Total councils using the method		32		23		23		13		12		32		32		30		25		12		2		4		32		30		24		11		4

						Aberdeen City Council		Yes		Yes		Yes		No		No		Yes		Yes		Yes		Yes		No		No		No		Yes		Yes		Yes		No		Yes

						Aberdeenshire Council		Yes		Yes		No		No		Yes		Yes		Yes		Yes		Yes		No		No		No		Yes		Yes		Yes		No		No

						Angus Council		Yes		No		Yes		Yes		No		Yes		Yes		Yes		Yes		Yes		No		No		Yes		Yes		No		No		No

						Argyll & Bute Council		Yes		No		Yes		Yes		Yes		Yes		Yes		Yes		Yes		Yes		No		Yes		Yes		Yes		Yes		Yes		Yes

						Clackmannanshire Council		Yes		Yes		Yes		Yes		No		Yes		Yes		Yes		Yes		Yes		No		No		Yes		Yes		Yes		No		No

						Dumfries & Galloway Council		Yes		Yes		Yes		No		No		Yes		Yes		Yes		Yes		Yes		No		Yes		Yes		Yes		Yes		No		No

						Dundee City Council		Yes		Yes		Yes		No		No		Yes		Yes		Yes		Yes		No		No		No		Yes		Yes		Yes		No		No

						East Ayrshire Council		Yes		Yes		Yes		No		No		Yes		Yes		Yes		Yes		No		No		No		Yes		Yes		Yes		Yes		No

						East Dunbartonshire Council		Yes		Yes		Yes		Yes		No		Yes		Yes		Yes		Yes		No		No		No		Yes		Yes		No		No		No

						East Lothian Council		Yes		Yes		Yes		No		Yes		Yes		Yes		Yes		Yes		No		Yes		No		Yes		Yes		Yes		No		No

						East Renfrewshire Council		Yes		Yes		Yes		Yes		No		Yes		Yes		Yes		Yes		No		No		No		Yes		Yes		Yes		No		No

						City of Edinburgh Council 		Yes		No		No		No		Yes		Yes		Yes		No		No		No		No		No		Yes		Yes		Yes		Yes		No

						Falkirk Council		Yes		Yes		Yes		No		No		Yes		Yes		Yes		Yes		No		No		No		Yes		No		Yes		Yes		No

						Fife Council		Yes		No		No		No		Yes		Yes		Yes		Yes		Yes		No		No		No		Yes		Yes		Yes		Yes		No

						Glasgow City Council		Yes		Yes		Yes		Yes		No		Yes		Yes		Yes		Yes		No		No		No		Yes		Yes		Yes		Yes		No

						Highland Council		Yes		No		No		No		Yes		Yes		Yes		No		No		No		No		No		Yes		Yes		Yes		No		No

						Inverclyde Council		Yes		Yes		Yes		No		No		Yes		Yes		Yes		No		No		No		No		Yes		Yes		Yes		Yes		No

						Midlothian Council		Yes		No		No		Yes		No		Yes		Yes		Yes		No		Yes		No		No		Yes		Yes		No		Yes		No

						The Moray Council		Yes		Yes		No		No		Yes		Yes		Yes		Yes		No		No		No		No		Yes		Yes		Yes		Yes		No

						North Ayrshire Council		Yes		Yes		Yes		No		No		Yes		Yes		Yes		Yes		Yes		No		No		Yes		Yes		Yes		No		No

						North Lanarkshire Council		Yes		Yes		Yes		Yes		Yes		Yes		Yes		Yes		Yes		Yes		No		No		Yes		Yes		Yes		No		No

						Orkney Islands Council		Yes		No		Yes		No		Yes		Yes		Yes		Yes		Yes		No		No		No		Yes		Yes		No		No		No

						Perth and Kinross Council		Yes		No		Yes		No		Yes		Yes		Yes		Yes		No		Yes		No		Yes		Yes		Yes		No		No		No

						Renfrewshire Council		Yes		Yes		Yes		Yes		No		Yes		Yes		Yes		Yes		Yes		No		No		Yes		Yes		Yes		No		No

						Scottish Borders Council		Yes		Yes		Yes		No		No		Yes		Yes		Yes		Yes		No		No		No		Yes		Yes		Yes		No		No

						Shetland Islands Council		Yes		Yes		Yes		Yes		Yes		Yes		Yes		Yes		No		Yes		No		No		Yes		No		No reply		No		No

						South Ayrshire Council		Yes		Yes		Yes		Yes		No		Yes		Yes		Yes		Yes		No		No		Yes		Yes		Yes		Yes		Yes		Yes

						South Lanarkshire Council		Yes		Yes		No		Yes		No		Yes		Yes		Yes		Yes		Yes		No		No		Yes		Yes		Yes		No		No

						Stirling Council		Yes		Yes		Yes		No		No		Yes		Yes		Yes		Yes		Yes		No reply		No Reply		Yes		Yes		Yes		Yes		Yes

						West Dunbartonshire Council		Yes		Yes		Yes		Yes		No		Yes		Yes		Yes		Yes		No		Yes		No		Yes		Yes		Yes		No		No

						West Lothian Council		Yes		No		No		No		No		Yes		Yes		Yes		Yes		No		No		No		Yes		Yes		No		No		No

						Comhairle nan Eilean Siar		Yes		Yes		No		No		Yes		Yes		Yes		Yes		Yes		No		No		No		Yes		Yes		No		No		No



						Total NHS bodies using the method		22		4		10		6		0		12		15		19		20		1		6		8		21		21		13		4		7

						NHS Ayrshire & Arran		Yes		No		No		No		No		No		Yes		No		Yes		No		Yes		No		Yes		No		No		No		Yes

						NHS Borders		Yes		No		Yes		No		No		Yes		No		Yes		Yes		No		No		Yes		Yes		Yes		Yes		Yes		Yes

						NHS Dumfries & Galloway		Yes		No		No		No		No		Yes		Yes		No		No		No		No		No		Yes		Yes		Yes		No		No

						NHS Fife		Yes		No		Yes		No		No		No		No		Yes		Yes		No		No		No		Yes		Yes		No		No		No

						NHS Forth Valley		Yes		No		No reply		No		No		Yes		Yes		Yes		Yes		No		Yes		No		Yes		Yes		No		No		No

						NHS Grampian		Yes		No		Yes		Yes		No		Yes		Yes		Yes		Yes		No		No		Yes		Yes		Yes		Yes		No		No

						NHS Greater Glasgow and Clyde		Yes		No		No		No		No		No		Yes		Yes		Yes		No		Yes		No		No		Yes		Yes		No		Yes

						NHS Highland		Yes		No		Yes		Yes		No		No		No		Yes		Yes		No		Yes		No		Yes		Yes		Yes		Yes		No

						NHS Lanarkshire		Yes		No		Yes		Yes		No		Yes		Yes		Yes		Yes		No		No		Yes		Yes		Yes		Yes		No		No

						NHS Lothian		Yes		No		No		No		No		No		Yes		Yes		Yes		No		No		Yes		Yes		Yes		Yes		No		No

						NHS Orkney		Yes		No		Yes		Yes		No		Yes		Yes		Yes		Yes		No		No		Yes		Yes		Yes		Yes		Yes		No

						NHS Shetland		Yes		Yes		No		No		No 		No		No		Yes		Yes		No 		Yes		No		Yes		Yes		No		No 		No 

						NHS Tayside		Yes		No		No		No		No		Yes		No		Yes		Yes		No		No		Yes		Yes		Yes		Yes		No		No

						NHS Western Isles		Yes		No		No		No		No		No		No		Yes		Yes		No		Yes		No		Yes		Yes		No		No		No

						National Waiting Times Centre Board		Yes		Yes		Yes		No		No		Yes		Yes		Yes		Yes		No		No		Yes		Yes		Yes		Yes		No		No

						NHS 24		Yes		No		No		No		No		No		Yes		Yes		Yes		No		No		No		Yes		Yes		No		No		No

						NHS Education for Scotland		yes		No		No		No		No		No		Yes		No		No		Yes		No		No		Yes		Yes		No		No		No

						NHS Health Scotland		Yes		No		Yes		Yes		No		Yes		Yes		Yes		Yes		No		No		No		Yes		Yes		No		No		Yes

						NHS National Services Scotland		Yes		Yes		Yes		Yes		No		Yes		Yes		Yes		Yes		No		No		No		Yes		Yes		Yes		No		Yes

						Healthcare Improvement Scotland		Yes		No		No		No		No		Yes		Yes		Yes		Yes		No		No		No		Yes		Yes		Yes		Yes		No

						The Scottish Ambulance Service		Yes		Yes		No		No		No		No		No		Yes		Yes		No		No		No		Yes		Yes		No		No		Yes

						The State Hospitals Board for Scotland		Yes		No		Yes		No		No		Yes		Yes		Yes		Yes		No		No		Yes		Yes		Yes		Yes		No		Yes



						Total Scottish Government and other central government bodies using the method		26		9		9		13		0		18		22		17		17		9		2		2		24		19		16		7		3

						Care Inspectorate		Yes		No		No		No		No		Yes		Yes		Yes		Yes		No		Yes		No		Yes		No		No		No		No

						Scottish Children's Reporter Administration		Yes		No		No		No		No		Yes		Yes		No		Yes		Yes		No		No		Yes		Yes		Yes		Yes		Yes

						Highlands and Islands Enterprise		Yes		No		Yes		Yes		No		Yes		Yes		Yes		No		Yes		No		No		Yes		Yes		Yes		Yes		No

						Scottish Enterprise		Yes		Yes		No		No		No		Yes		Yes		No		Yes		No		No		No		Yes		Yes		No		No		No

						National Library of Scotland		Yes		Yes		No		Yes		No		Yes		Yes		Yes		No		Yes		No		No		Yes		Yes		Yes		Yes		No

						Royal Botanic Garden Edinburgh		Yes		Yes		No		Yes		No		Yes		Yes		Yes		Yes		No		No		No		Yes		No		No		Yes		No

						Scottish Qualifications Authority		Yes		No		No		Yes		No		No		Yes		Yes		Yes		No		No		No		Yes		Yes		Yes		No		No

						Skills Development Scotland		Yes		Yes		No		No		No		Yes		Yes		No		No		No		No		No		Yes		Yes		Yes		No		No

						Scottish Further & Higher Education Funding Council		Yes		No		No		Yes		No		Yes		Yes		Yes		Yes		No		No		No		Yes		Yes		Yes		Yes		No

						VisitScotland		Yes		No		No		No		No		No		Yes		No		Yes		No		No		No		Yes		Yes		Yes		Yes		Yes

						Scottish Social Services Council		Yes		No		No		No		No		Yes		Yes		No		Yes		No		No		No		Yes		Yes		No		Yes		No

						Scottish Environmental Protection Agency		Yes		Yes		Yes		Yes		No		Yes		Yes		No		No		Yes		No		No		Yes		Yes		No		No		No

						Highlands and Islands Airports Ltd		Yes		Yes		No		Yes		No		No		No		Yes		Yes		No		No		No		Yes		Yes		Yes		No		No

						Scottish Water		Yes		No		No		No		No		Yes		Yes		Yes		No		No		Yes		No		Yes		Yes		Yes		No		No

						Crown Office & Procurator Fiscal Service		Yes		No		Yes		Yes		No		Yes		Yes		No		No		Yes		No		No		Yes		Yes		No		No		No

						Historic Scotland		Yes		No		No		Yes		No		Yes		Yes		Yes		No		No		No		No		Yes		Yes		Yes		No		No

						Scottish Prison Service		Yes		No		No		No		No		Yes		Yes		No		Yes		No		No		No		No		No		No		No		No

						Registers of Scotland		Yes		No		Yes		Yes		No		No		Yes		Yes		Yes		No		No		No		Yes		Yes		No		No		Yes

						Scottish Court Service		Yes		No reply		Yes		No		No		Yes		Yes		Yes		Yes		No		No		Yes		Yes		No		No		No		No

						Scottish Government		Yes		No		Yes		No		No		Yes		Yes		Yes		Yes		No		No		No		Yes		Yes		Yes		No		No

						Scottish Legal Aid Board		Yes		Yes		Yes		Yes		No		No		No		Yes		Yes		Yes		No		No		Yes		Yes		Yes		No		No

						Children’s Hearings Scotland		Yes		No		No		No		No		No		No		Yes		No		Yes		No		No		No		No		No		No		No

						Loch Lomond & Trossachs National Park Authority		Yes		Yes		Yes		No		No		Yes		Yes		Yes		Yes		Yes		No		Yes		Yes		No		Yes		No		No

						Architecture Design Scotland		Yes		No		No		Yes		No		No		No		No		No		Yes		No		No		Yes		Yes		Yes		No		No

						Creative Scotland		Yes		Yes		Yes		No reply		No		No		Yes		Yes		Yes		No		No		No		Yes		Yes		Yes		No		No

						Scottish Natural Heritage		Yes		No		No		Yes		No		Yes		Yes		Yes		Yes		No		No		No		Yes		No		Yes		No		No



						Total		80		36		42		32		12		62		69		66		62		22		10		14		77		70		53		22		14

						The NHS employ bank staff to help manage the need for additional staffing hours cost-effectively and safely. NHS boards can also contract nursing staff through agencies, but this is more expensive. 



						Source: Audit Scotland
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some, for example, to provide advice to customers who visit council offices.
South Lanarkshire Council estimates this redesign saved £400,000 in 2011/12.

56. Sixty-six public bodies restricted the use of overtime by either stopping it or
limiting overtime that managers could authorise or staff could claim.

57. Sixty-two public bodies used voluntary early retirement schemes. These
are broadly similar to early departure schemes but tailored to staff approaching
retirement age.

58. Sixty-two public bodies used fewer agency and temporary staff by either
stopping the practice or limiting when staff could be recruited temporarily.

59. Fifty-three public bodies changed employees’ work patterns, for example

by allowing staff to work fromm home; offering flexible hours or locations; or both
of these. Glasgow City Council’'s Land and Environmental Services department
negotiated a change from a standard five-day working pattern to a four-on/four-
off pattern. This allowed the department to manage its staff resources more
effectively and to make better use of its assets, such as vehicles and equipment.
Aberdeenshire Council introduced a "Worksmart' programme, which uses new
technology to allow staff to work flexibly, at home or at other council locations.

60. Councils were more likely to re-grade staff posts and negotiate changes to
employees’ terms and conditions than the NHS, the Scottish Government or
other central government bodies. This may be due, in part, to pay protection

for some NHS and central government staff which may be time-limited or for
life. Central government bodies' pay protection is usually time-limited. However,
some NHS employees have lifetime pay protection. This means that if an NHS
employee with lifetime pay protection is transferred to another NHS position on a
lower grade, they will keep their higher pay, including entitlement to bonuses and
overtime payments, until they leave, or pay progression erodes the difference, or
the NHS body can negotiate a change.®®

61. Twelve councils have used compulsory redundancy. Some have introduced
‘no-compulsory-redundancy’ policies, sometimes with associated conditions. For
example, Scottish Borders Council has adopted a no-compulsory-redundancy
policy in return for union and staff agreement to suspend pay progression.

62. Sixty-nine public bodies, including eight of our fieldwork bodies, used
voluntary early departure schemes to reduce staff numbers and costs between
2009/10 and 2012/13.% This includes voluntary redundancy and voluntary early
release schemes that allow staff to leave employment before retirement age,
with a compensatory payment paid, at least in part, by their employer. The early
departure schemes developed differ among bodies reflecting different terms and
conditions and pension packages as well as the differing objectives set for each
departure scheme (Exhibit 8, page 26).

63. The Scottish Government requires its directorates, agencies and NHS
bodies to use early departure schemes that are in line with the Civil Service
Compensation Scheme or the NHS's Agenda for Change pay, terms and
conditions programme. There are advantages in using established schemes, as
they can be introduced without lengthy negotiation and all staff are treated the
same. However, the fixed nature of these schemes means that the NHS and
some central government bodies cannot alter the terms for departures.
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Exhibit 8

Examples of early departure schemes terms and conditions'

Entitlement for each year Pensi Typical max
f service including the ension payback
o . arrangements . 9
maximum period
NHS M Four weeks' pay for each Staff at minimum pension age can take gy
({120 | full year of service up to a their pension early with no reduction 104
Vel maximum of 104 weeks. to benefits. Staff will surrender some weeks
redundancy payment (age dependent), to
meet the costs of receiving their pension
early. No additional years will be added.
Civil Service S Four weeks' pay for each Staff at minimum pension age can opt
Compensation :[:0 | vyearof service uptoa for early retirement but will be asked
Scheme VLGN maximum of 84 weeks. to surrender some of their redundancy
payment to meet the cost of receiving
their pension early. No additional years
will be added.
Skills M Under 40s: 4 weeks' pay for | Staff eligible for early retirement will
Development (|10 | each year of service up to receive statutory redundancy pay (based
Scotland® Vel a maximum of 104 weeks. on age and length of service) and access
40+: 8 weeks' pay for each to unreduced pension. No additional
year of service up to a years will be added.
maximum of 104 weeks.
Stirling GO®N The number of weeks' Up to 10 years may be added to pension 'K
Council 66 pay that would be taken entitlement but payback must be within 104
=G into account for statutory 2 years. WEELS
redundancy, multiplied by
2.2, up to a maximum of
66 weeks.*
Glasgow City A total of 0.5 — 66 weeks' Between 4 and 6.6 years may be added X
Council pay depending on age and to pension entitlement. This may be 156
number of years' service. reduced for staff with less than 5 years' weeks
Other variations may also be service.
taken into account such as
working patterns, bonuses
and shift working.
Notes:

1. This simplifies the arrangements and benefits provided. Schemes have restrictions for some employees, for example those
with less than two years' service. We have standardised 1 month to 4 weeks for consistency.
2. Period within which costs are to be recovered. The payback period is the time after which the body will expect to start
saving money when someone leaves through an early departure scheme. In some schemes, an average payback period for
all departures within the scheme is used instead of assessing each individual application.
3. Skills Development Scotland (SDS) was created in 2008 by merging some staff from five predecessor bodies (including the
two arms of Careers Scotland which existed within Highlands and Islands Enterprise and Scottish Enterprise). The design
of SDS's early departure scheme was influenced by the schemes of its predecessor bodies, although on less favourable
terms than those operated in the preceding three years.
4. Statutory redundancy is based on an employee's age and length of employment. Employees receive 0.5 week's pay for
each year of employment if they are aged under 22, 1 week's pay if they are aged between 22 and 41, and 1.5 weeks' pay if
they are aged 41 over. Other conditions also apply.

Source: Audit Scotland
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64. Public bodies may choose to use inbuilt discretions within standard schemes.
For example, the Scottish Government and its agencies can apply to the Cabinet
Office for permission to alter the usual tariff of four weeks' pay for each year of
service. Some public bodies, including the City of Edinburgh Council, decided
that an offer of 1.5 weeks' pay for each year of service would be enough to help
achieve the workforce reductions they needed.

65. Not all of the workforce planning approaches that public bodies use are
focused on reducing staff numbers. Some public bodies have faced difficulties
in recruiting for posts due to competition from other employers, or their location,
and have had to try different approaches. For example, both Aberdeen City

and Aberdeenshire councils have used alternative approaches when recruiting
teachers. In July 2013, Aberdeen City Council agreed to offer an incentive
payment to encourage applicants from outside the city to apply for vacancies,
to make up a shortfall of around 40 teachers. Aberdeenshire Council instigated
a programme to recruit teachers from Canada and Ireland. On previous
occasions, Aberdeenshire Council advertised posts and received no applicants,
but their 2013 recruitment campaign resulted in 85 applications for the 52 posts
advertised. The council appointed 13 overseas staff who started work in August
2013; another 17 overseas teachers will start before the end of 2013.

66. By using a mix of approaches, the nine fieldwork bodies had made the

workforce changes needed to achieve their business and financial objectives. It is
important that bodies understand how these approaches work together. None of
the fieldwork bodies had evaluated the relative effectiveness of their approaches.

Fieldwork bodies implemented their early departure schemes effectively
but did not fully test them before using them

67. Public bodies using early departure schemes incur upfront costs, with savings
spread over the following years. It is important that schemes attract enough interest
to achieve the savings necessary, while remaining affordable. We found that, before
introducing schemes, none of the public bodies we reviewed had fully tested them,
by modelling different terms and conditions of their schemes or different levels of
uptake by staff. Without doing this, bodies cannot be sure that their schemes are
affordable, provide value for money and will generate the required level of savings.
Bodies had not sought input from other public bodies on their experiences of
running schemes with different terms and conditions.

68. All the early departure schemes that eight of the nine fieldwork bodies used
had a payback period against which bodies assessed applications. Organisations
use these to test the value for money of proposals and work out if they can recover
costs from the expected savings within a specified timeframe. Where staff who
apply qualify for high compensatory payments, this could reduce their likelihood of
meeting the body’s payback criteria. This is because it will take longer to recover
costs and make savings. If this is the case, public bodies may have to reject these
applications. It is important that bodies consider carefully the value for money of
their schemes and make consistent decisions when assessing applications.

69. We found that the eight fieldwork bodies had implemented their departure
schemes effectively. For example:

e They had set out details of their schemes clearly and offered support to
staff throughout the process.

133



28 |

e They managed who could leave and when. The Scottish Government used
an open early departure scheme, where any member of staff could apply,
but employed strict, well-defined criteria to ensure that staff with key skills
did not leave. In 2011/12, the Scottish Government'’s voluntary exit panel
considered 450 applications and turned down 13 (Case study 3). Glasgow
City Council's scheme targeted those aged 50 years or over. The council
controlled when staff could leave, agreeing departure dates over the three-
year period after an application was accepted.

e They used other workforce approaches along with, or instead of, early
departure schemes. For example:

— Some redeployed staff to vacant posts or posts vacated by people who
had accepted an early departure.

— South Lanarkshire Council and the Scottish Government took the
opportunity to redesign and re-evaluate jobs and regrade posts freed up
by departures, restructuring the workforce where possible.

— Some public bodies made early departure schemes available to staff
they had been unable to redeploy, to prevent them remaining on the
redeployment register for a long period. For example, NHS Lanarkshire
offered voluntary departure packages to staff if there were limited
opportunities for them to be redeployed due to, for example, a lack of
posts at their grade.

— The Scottish Ambulance Service promoted opportunities for staff to
transfer to the A&E service, when it redesigned its Patient Transport
Service.

Case study 3: Good practice example

The Scottish Government's early departure scheme

The scheme evaluates individual applications for early departure against various
criteria that help decide if an application may be accepted or rejected.

Criteria

The individual's post will be deleted under reorganisation or restructuring.

The individual's departure helps meet the directorate's plan to reduce
headcount and is part of an active reorganisation or restructuring programme.

The applicant is on the redeployment list, or about to be added to the list; and
their skill set or location suggests that opportunities for another posting are very
limited, or they are likely to need skill development before being posted.

Releasing the individual provides an opportunity for reorganisation or
restructuring resulting in business and cost efficiencies. (If the vacated post
needs to be filled, it should be as a lower grade and filled internally.)

External recruitment will be needed because of the location of the post or the
specialist nature of the post.

The post is business-critical at present; that is, the post cannot be left vacant
and there is no available immediate successor.

The applicant's skill set has to be retained.

Source: Scottish Government
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Only the Scottish Government formally documented how it appraised
options to manage workforce numbers and costs

70. All nine fieldwork bodies reported that they developed their workforce
management approaches by considering, or appraising, a range of options to
control staff numbers and reduce costs. They selected those they thought
would be most effective and acceptable, and discussed them with unions, staff
groups, boards and elected members. However, only the Scottish Government
had formally documented its option appraisal. In 2010, its Resources
Committee considered over 20 options and ruled out four (for example,
introducing new contracts of employment). It then adopted the other 16 to
varying degrees. Other public bodies reported weighing and discussing their
options but not all documented their decisions.

Fieldwork bodies followed appropriate processes for approving
significant workforce changes

71. The nine bodies we reviewed followed appropriate governance arrangements
by asking their boards and elected members to approve significant workforce
reshaping proposals, including their early departure schemes.

72. Boards, elected members and the Cabinet Office (for the Scottish
Government and its agencies) were asked to approve the use of funding for
early departure schemes.®” Approval was sought based on broad assumptions
about the likely numbers departing and associated costs. For example, the
Scottish Government requested Cabinet Office approval to run an early departure
scheme in 2012/13. The Scottish Government had identified that, to help balance
its budget for the year, it would need to reduce staff numbers by 300 WTE. It
sought permission from the Cabinet Secretary for Finance, Employment and
Sustainable Growth to spend up to £12 million, to cover the estimated costs

of the 300 WTE departures, if this number of staff came forward. After the
assessment process, the Scottish Government agreed 148 WTE staff departures
in 2012/13, at a cost of £6.8 million.

Fieldwork bodies did not routinely collect information on the
costs and savings of their workforce change programmes

73. Public bodies should monitor the costs and savings from their workforce
programmes. This provides assurance that they are achieving value for money
and that they will achieve the overall savings required. They should also report
these to boards and elected members. Our principles of good practice on early
departure schemes state that all bodies should publicly report the costs of their
early departure schemes and the savings these generate.®

74. The nine fieldwork bodies we reviewed provided reports to boards and
councils on the number of staff applying for early departures and on the overall
effect of significant changes in the workforce. But not all public bodies were
routinely collecting information on the savings they made from wider changes to
the workforce, or the costs of these.

75. All NHS bodies separately identify savings from workforce changes

and report these to their boards and the Scottish Government Health and
Social Care Directorate (SGHSCD). Glasgow City Council also reported
overall costs and savings to its elected members. We found that the five
other fieldwork bodies monitored the impact of their workforce programmes
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through departmental and service budgets but they did not separately identify
workforce savings.

76. In our survey, six of the 57 public bodies which ran an early departure
scheme in 2012/13 were unable to provide information on the savings they
expected from the scheme. One could not separately identify costs.

717. For the eight fieldwork bodies with an early departure scheme, reported costs
ranged from £27,000 to £69,600 for each person, each year. Savings among
these bodies ranged from £3,650 to £40,850 for each person, each year. The
greatest variation was in the costs and savings reported by the three central
government bodies (Exhibit 9).

Exhibit 9
Examples of costs and savings from early departure schemes at seven
fieldwork sites

Highest and lowest average costs and savings for each departure in
fieldwork bodies between 2009/10 and 2012/13, by sector

Central

Councils NHS
government

Average cost per

head (lowest - £36,100-£59,900 £34,850-£64,400 £27,000-£69,600
highest)

Average yearly
saving per head £15,950-£34,950 £20,550-£39,1560 £3,650-£40,850
(lowest - highest)

Note: The exhibit excludes Aberdeenshire Council, which did not provide costs and
savings information, and the Scottish Ambulance Service, which has not run an early
departure scheme.

Source: Audit Scotland

78. The work involved in developing detailed workforce reshaping programmes
can be significant. The time spent by staff may not always be recorded as a direct
cost. It is important that organisations understand the likely costs (and savings) of
their programmes. Public bodies should at least recognise that:

e major changes are likely to have development and implementation
costs, such as administering the scheme and recruiting, redeploying and
training people.

e these costs will be higher if changes involve large numbers of staff.
Only one fieldwork body — the Scottish Court Service (SCS) — had measured
the administrative cost of running its scheme. SCS estimates that it cost

£79,000 of direct staff time to administer its early departure scheme for the
96 staff who left. Our reports, Leaming the lessons of public body mergers
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and Managing early departures, provide guidance on measuring workforce costs
and savings and, specifically, how to calculate the cost of early departure schemes.*

Fieldwork bodies worked with staff and unions when developing
workforce changes and are monitoring the effect on staff
wellbeing

79. We found evidence in all nine fieldwork bodies that they had worked with
staff and unions on plans to reshape their workforces. Employee representatives
sit on NHS boards and, in all three sectors, unions were consulted about proposed
workforce changes. Bodies communicated regularly with staff about proposals for
workforce changes and kept them informed about plans. For example, NHS Forth
Valley involved staff in working groups that helped develop the board’s proposals.

80. Fieldwork bodies were using existing measures to monitor the impact of
workforce changes on staff wellbeing. For example:

e using staff surveys and employee audits to track staff morale and staff
satisfaction

e using indirect measures of staff wellbeing, such as sickness absence data,
and stress counselling services, to help identify if changes could adversely
affect the workforce. The Scottish Government monitors the amount of
flexitime that staff build up and are not taking, and the take-up of annual
leave by staff.

81. There is some anecdotal evidence that workloads are increasing. For
example, respondents to Glasgow City Council’s 2012 staff survey expressed
concerns that workforce changes had reduced resources and increased
workloads. It is important that bodies adapt and continue to use systems to
monitor staff wellbeing.

Fieldwork bodies were generally using existing systems to
measure the effect of workforce changes on service performance

82. The nine bodies we reviewed generally relied on existing systems to monitor
the effects of workforce changes on performance. It is important that, when
planning significant changes, such as when councils implement the new welfare
benefits changes, bodies put in place appropriate measures and systems to
monitor the effect on performance. WWhen NHS Forth Valley restructured its
Acute and Urgent Care services in 2009, it monitored performance more closely
so that it could quickly identify any service deterioration.

Recommendations

Where they have not already done so, councils, the NHS, the Scottish
Government and other central government bodies should:

e develop and use organisation-wide workforce plans, informed by a series
of service or departmental plans that are consistent in their structure
and content. Senior managers and boards or elected members should
scrutinise and monitor these plans
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use established good practice approaches, such as the NHS 'six steps'
method and the Aberdeenshire Council toolkit, to help plan workforces and
develop consistent workforce plans

ensure they have set clear objectives for their workforce change
programmes; including considering possible consequences, such as the
need for recruitment, retraining or regrading posts; and cost and plan for
these

learn from previous experience; by consulting others when developing early
departure schemes for the first time, or by evaluating the effectiveness of
their own schemes

assess the impact of different terms and conditions on the likely costs and
uptake of their schemes before they put a scheme in place

collect information on the costs and net savings from their workforce
programmes and report these details to boards and elected members

develop and adapt existing mechanisms to monitor the impact of
workforce programmes on staff wellbeing by, for example, adding
questions to staff surveys or changing the timing of staff surveys

when redesigning services, consider how this could affect the services
they delivery and put measures in place to monitor this.
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Part 3

Planning for future workforce changes

Key messages

1 Public sector finances will be under pressure for the foreseeable future,
as budgets decrease and the ageing population increases demand for
many public services. Budgets are expected to decrease by a further
£57 million in real terms by 2015/16. There is variation between sectors
— councils’ funding will reduce by £281 million up to 2015/16, while
NHS and central government budgets will increase by £101 million and
£123 million respectively.

2 At the time we completed our work, only 58 of 80 surveyed bodies
were able to predict workforce numbers and costs for 2014/15. These
bodies expect staff numbers to fall by 3,122 WTE up to 2014/15. Overall
costs are expected to rise by £209 million, in cash terms, as public
bodies implement inflationary and other pay increases.

3 Given the challenges ahead, public bodies, and especially councils,
will need to make further workforce changes. Without service reform,
these are unlikely to deliver the savings needed. Public bodies need
to think differently about how they deliver services, for example by
prioritising and redesigning services and increasing joint working and
collaboration. The Scottish Government has a number of reforms
under way which could help deliver some of the change needed.

Public sector finances will continue to be under pressure for the
foreseeable future

83. We estimate that funding for the Scottish Government, other central
government bodies, the NHS and councils (including council tax and non-
domestic rate payments) will reduce by £57 million (0.2 per cent) in real terms to
£26.6 billion by 2015/16. There is variation across the sectors. We estimate that:

e council income from revenue grants from the Scottish Government, council
taxes and non-domestic rates will reduce by £281 million (two per cent) in
real terms

e the NHS's revenue budget allocation will increase by £101 million
(one per cent) in real terms

e the central government sector’s revenue budget will increase by £123
million (three per cent) in real terms.*® These changes are shown in
Exhibit 1 (page 6).
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84. Councils also collect income from other sources; such as service fees,
charges and housing rents. Councils raised £5.6 billion from these in 2011/12.#
Councils will need to increase their income from other sources by five per cent
over the three years from 2013/14 to 2015/16 to make up the reduction of £281
million in Scottish Government grants, council taxes and non-domestic rates.

85. Beyond 2015/16 the situation is likely to become even more challenging. In
August 2013, the Centre for Public Policy for Regions (CPPR) estimated that the
Scottish resource budget will be £2.7 billion lower in real terms by 2017/18.%

86. The public sector also faces significant challenges due to demographic
changes. As birth rates decline and people live longer, the number of older people
is growing both in absolute terms and as a proportion of the population. Between
2009 and 2012, the number of people living in Scotland aged 65 years and over
increased to 925,750. The percentage of people aged over 65 is projected to
increase from 17 per cent of the population in 2012 to 25 per cent by 2035.% This
trend is likely to continue for the foreseeable future and it will result in increased
demand for health and social care and for pensions and benefits. It will place
further pressure on public finances and services.

87. Our previous report on Scotland’s public finances noted that public bodies
faced financial pressures from capital investment programmes, backlogs of
maintenance and repairs, and environmental pressures arising from increased
energy costs and emission targets. All these pressures continue to apply.**

Only 58 of 80 public bodies were able to forecast workforce
numbers and costs for 2014/15

88. \We used our survey to collect details from public bodies on their expected
staff numbers and costs in 2014/15. Not all were able to provide this information.
Fieldwork bodies cited uncertainties about future budgets at service level, pay
deals and new responsibilities as factors that make longer-term financial planning
difficult. Our analysis of survey responses shows:

e Seventeen of the 32 councils forecast staff numbers and costs up to
2014/15. Twelve had forecast their staff costs only, and three could not
forecast staff costs or staff numbers for 2014/15. We did not collect
information from all councils on why they were unable to provide this
information. Some were in the process of preparing these estimates and
some reported that they could not make further progress until they had
finalised budgets.

¢ Nineteen of the 22 NHS bodies provided both staff number and cost
estimates up to 2014/15. One provided details of staff numbers only
and two NHS bodies provided neither. NHS bodies prepare their staffing
projections annually and send these to the Scottish Government Health and
Social Care Directorate, which publishes the details every August.

e Twenty-two of the 26 central government bodies surveyed provided
both staff numbers and staff cost estimates up to 2014/15. Two bodies
had forecast their staff costs only. Two had forecast staff numbers
only. Creative Scotland reported that its costs will be finalised once an
agreement is reached on pay harmonisation for staff transferred to
the organisation.
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Overall, the 58 public bodies expect staff numbers to fall up to 2014/15, but
net costs to rise

89. The 58 public bodies that forecast staff numbers and costs up to 2014/15
planned to reduce the workforce by a further 3,122 WTE. However, they
expected their staff costs to rise over the two years, by £209 million in cash
terms. There is variation between, and within, sectors (Exhibit 10):

e |n addition to the reductions they had already made up to March 2013,
16 councils forecast that their staff numbers would fall over the next two
years by almost 3,700 WTE overall (a three per cent fall compared with
the number employed in 2012/13). Aberdeenshire Council forecast no
change in its staff numbers. Despite reducing the size of their workforces,
these 17 councils forecast that staff costs would increase by £24 million
(one per cent).

e Nineteen NHS bodies forecast that staff numbers would increase overall
by 327 WTE, and net staff costs would increase by £159 million (four per
cent). Healthcare Improvement Scotland expects to make the biggest
relative increase in its workforce; it will employ 30 extra staff (11 per
cent more than the current workforce) by 2014/15, to help deliver new
responsibilities. Overall, it expects staff costs to increase by £2 million (19
per cent). NHS Health Scotland is the only NHS body expecting costs to
fall; it expects staff numbers to remain unchanged over the two years with
costs decreasing by £31,000 (0.3 per cent).

e Twenty-two central government bodies forecast staff numbers would
increase by just under 250 WTE (one per cent) but net costs would
increase by £27 million (four per cent). Loch Lomond and Trossachs
National Park Authority expects no significant change in the number of
WTE posts over the two years, but forecasts a reduction in staff costs of
11 per cent. Scottish Enterprise will increase staff numbers by 28 WTE
posts (three per cent) and forecasts overall staff costs will increase by £3
million (six per cent).

Exhibit 10
Forecast change in staff numbers and costs between 2012/13 and 2014/15
Councils expect to reduce staff numbers although, in all three sectors, staff costs are expected to rise.

Numbers Per cent change Staff costs  Per cent change

from 2012/13 from 2012/13

(WTE) (WTE) (£) (£)

17 councils' -3,698 - 2.9 per cent + £24 million + 0.6 per cent
19 NHS boards + 327 + 0.3 per cent + £159 million + 3.7 per cent
22 central government bodies + 249 + 1.2 per cent + £27 million + 3.8 per cent
Overall net change -3122 -1.2percent +£209 million + 2.2 per cent

Note 1: Fife Council transferred staff to the Scottish Police Authority and the Scottish Fire and Rescue Service in April 2013.
We have excluded these transfers from the figures quoted to be consistent with data from other councils.

Source: Audit Scotland
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90. Overall, nine councils, 18 NHS and 18 central government bodies expected
staff costs to rise by 2014/15, while eight councils, one NHS and four central
government bodies expected costs to fall. Report supplement 2 (PDF)
shows the forecast change in staff costs between 2012/13 and 2014/15 for all
survey bodies.

Staff costs are likely to increase

91. In the absence of other data, we used our survey to gather information on
estimated staff costs for 2012/13 and to forecast staff costs for 2013/14 and
2014/15. Public bodies expect staff costs to increase due to a combination of
pay increases, pay progression and as they continue to implement the Scottish
Government's living wage and settle equal pay claims. Assuming no change in
the number or structure of workforces from the 2012/13 position, we estimate
that total staff costs for our 80 survey bodies will be £13.8 billion in 2014/15.%
This is an increase of £433 million (three per cent) from 2012/13. This figure

is in cash prices taking into account inflationary and other staff cost increases
(Exhibit 11).

Exhibit 11
Estimated staff costs changes, if workforce size and structure remain unchanged
Public bodies expect staff costs to rise.

Estimated staff costs at 2014/15 (cash prices)

Councils Central
government
bodies

Staff costs 2012/13' £6,826 million? £5,547 million £972 million® £13,345 million

Per cent increase (2013/14 - 2014/15) due to:

* pay progression 0.55 per cent 0.99 per cent 3.82 per cent £130 million

« inflation 2.26 per cent 2.02 per cent 1.63 per cent £283 million

* living wage 0.25 per cent 0.05 per cent 0.01 per cent £20 million

Estimated increase £210 million £170 million £53 million £433 million
Notes:

1. 2012/13 figures as reported by public bodies (not audited). Where data not provided for 2012/13, we have estimated based
on 2011/12 staff costs.

2. 2012/13 council staff cost figures are drawn from bodies' own estimates and may not be comparable with the LFR data
used to estimate council staff costs in Part 1 of the report.

3. Based on 26 central government bodies. Cannot be compared with the data for central government staff costs in Part 1
which was based on the accounts of 66 public bodies.

Source: Audit Scotland

92. The one-year pay freeze, implemented as part of the Scottish Government's
2011/12 budget announcement, was extended to 2012/13 by many bodies. This
is now ending. All but two survey bodies planned to give staff a pay increase
in 2013/14 of one per cent on average. We estimate that, if the public sector
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workforce remains unchanged, these increases would add at least £283 million to
the staff costs of councils, the NHS, the Scottish Government and other central
government bodies by 2014/15.

93. Assuming the workforce remains the same, staff costs will also increase up
t0 2014/15 due to:

e Pay progression schemes. These allow employees to move through
a pay band as they gain additional experience or skills, or due to their
performance at work. \We estimate that pay progression would add at least
£130 million to staff costs for councils, the NHS, the Scottish Government
and other central government bodies.

e Central government bodies, councils and the NHS adopting the new
living wage. The Scottish Government announced it was adopting a living
wage of £7.45 an hour, for all staff on lower incomes, from 1 April 2013. It
estimated that this would benefit around 3,300 public sector workers in the
NHS and central government. We estimate that implementing the living
wage would increase public bodies' staff costs by at least £20 million.

e Public bodies meeting equal pay claims. Under equal pay legislation,
employers must ensure that men and women doing similar work receive
the same pay. Collectively, councils spent £25.6 million on equal pay claims
in 2011/12 and have spent a total of £475 million on it between March 2010
and 2012.%° We do not have information on the impact of equal pay claims
in the NHS and central government.

94. Based on these calculations, staff pay costs will increase in all three sectors
between 2012/13 and 2014/15:

e Council staff costs would rise by at least three per cent (£210 million) to
£7 billion. However, councils expect to reduce staff numbers up to 2014/15.

e Staff costs in NHS bodies would rise by at least three per cent
(£170 million), to £5.7 billion in cash terms.

e For central government bodies we do not have staff cost information for the
whole sector. Based on our 26 surveyed bodies, costs are likely to increase
by £53 million. However, numbers in the sector are growing; they rose by
800 WTE in 2012/13 (paragraph 17) and 22 of our survey bodies forecast
an increase of just under 250 WTE in 2013/14 and 2014/15 (paragraph 89).

Public bodies need to consider alternative options to achieve the
cost reductions needed while identifying and maintaining priority
services

95. The scale and duration of the financial challenges the public sector is facing
present difficult choices for public bodies and their workforces. Councils face the
biggest challenge, although all public bodies need to manage resources effectively.
To help deliver the workforce changes needed, public bodies may need to consider:

e (Changes to working patterns. This can offer flexibility to both staff and

to organisations and secure greater economy and efficiency from
existing assets.
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e Making use of the flexibility available to them, to tailor early departure
schemes to their own circumstances. Where the flexibility is insufficient,
bodies may need to seek guidance from the Scottish Government or COSLA.

e How to use no-compulsory-redundancy policies to negotiate agreements
on workforce flexibilities and efficiencies.”

e Further restrictions on pay increases, pay cuts and longer working hours.
Such approaches should be balanced against the potential effects on staff
performance and morale.

e Targeting recruitment campaigns and building links with education
providers to help manage ageing workforces and counter the impact of
retirements on the capacity and capabilities of their workforce.

96. Public bodies will continue reviewing workforces to reduce costs.

However, some options that have worked to date may no longer provide the
savings necessary. For example, 31 councils, nine NHS bodies and ten central
government bodies intend using early departure schemes in 2013/14 and
2014/15. Our analysis suggests that where bodies have used departure schemes
over a number of years, the schemes are attracting fewer applicants each time
(Exhibit 3, page 15). There is a risk, therefore, that early departure schemes

will not attract enough applicants to produce the savings needed.

97. Public bodies need to think differently to find new ways to make savings,
some of which go beyond focusing on reducing workforce numbers. Public
bodies also need to consider:

e more cross-organisation and cross-sector working

e making more use of service redesign

e reviewing which services they continue to provide

® helping communities to provide services for themselves

e increasing income from service charging by increasing charges on existing
services or introducing new charges.

98. Public bodies are already beginning to work together across and within
sectors to improve the services they deliver. Organisations have opportunities
to plan collaboratively how they can provide services more efficiently and
effectively. Examples of where these opportunities arise include integrating
health and social care services, and the increased emphasis on the role of
community planning partnerships. There are examples of councils collaborating
to provide services and there may be opportunities for councils to do this more
often. For example, Clackmannanshire Council had difficulty delivering its trading
standards service cost effectively. It set up a joint-working arrangement with
Stirling Council, resulting in a cost saving. Our work on community planning
partnerships highlighted that there was little evidence of CPPs jointly planning
how to use money, workforces and buildings. We did identify some examples
of effective joint-working. We recommended that CPPs should make sure they
learn from and make more use of their experiences of working together on
specific initiatives to better plan the use of resources. CPPs should consider the
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opportunities and implications for individual partner workforces when planning
to share resources.*®

99. Service redesign requires a detailed review of how organisations currently
provide services, and innovative thinking to provide them in different ways. An
example is the NHS Forth Valley's Pharmacy Services redesign project in 2012.
The health board bought three robotics units to help distribute and dispense
medicines. These units reduced the floor space required to hold stock, cut
labelling errors and wasted stock, and released specialist staff from routine
work. This in turn meant that a full clinical service was available seven days

a week rather than five. NHS Forth Valley also reported a one-off saving of
£700,000 from reducing the amount of stock it needed to hold.

100. Boards and elected members may also need to prioritise services, and
identify if service cuts are necessary. There is some evidence of public bodies
reviewing service priorities already, but service cuts to date have been small-
scale. For example, Glasgow Council reduced the frequency of grass cutting,
and Aberdeenshire Council reduced museum opening hours. As we noted in
Scotland’s public finances: addressing the challenges, priority-based budgeting
is one way to take this forward.*?

101. Although the Scottish Government has not yet introduced the Community
Empowerment and Renewal Bill, its consultation placed significant emphasis
on communities playing their part in identifying and meeting their own needs.
Public bodies should consider whether coommunities should have a greater

role in services that the public sector currently provides. This includes whether
communities could help to provide services directly.

102. Councils and some central government bodies charge for some of the
services they provide. Some councils have already included proposals for
increasing existing charges within their latest budget agreements. More
generally, public bodies may need to consider increasing charges for some
services or introducing charges for other services. If bodies decide to introduce
or increase charges they should do so only after they have completed detailed
analyses of the current costs of delivering the services, to ensure they are
providing them as efficiently and economically as possible and used scenario
planning to consider the effect of changes. Our report, Charging for services:
are you getting it right?, includes a guide to managing charges.*

103. The Scottish Government and public bodies will need to consider the
potential effects of further workforce changes on the wider economy. Some
communities are highly dependent on public sector jobs. For example, in March
2013, island councils and health boards employed a significant percentage of
the local workforce. The average for Scotland is 11 per cent but the figures for
Shetland, Orkney and the Western Isles are 30 per cent, 23 per cent and 21 per
cent respectively.

104. Workforce planning in the NHS is more joined up across the sector

than we found in other sectors. The NHS has, for example, set up regional
workforce planning groups helping NHS bodies to identify where they can share
specialist staff who work across board areas. Also, the SGHSCD aggregates

this information for key professions and uses it to work out the demand for and
supply of workers nationally. For example, the number of training places available
for nursing and midwifery reflect NHS boards’ combined workforce projections
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and other considerations such as staff turnover and age. However, the SGHSCD
has been less successful at planning for other professions. It is currently
reviewing its strategy for Reshaping the Medical Workforce in Scotland in the
light of a shortage of junior doctors.

105. There is potential for public bodies to share learning and experiences.
We identified some examples of sharing good practice in workforce planning:

In 2012 the Scottish Leadership Forum brought forward four initiatives
as part of its review of workforce development. It identified these

as: collaborative learning, employee engagement, shared educational
resources and community asset workforce development.

The Scottish Government has helped develop a network of heads of HR
from agencies and non-departmental public bodies to share practice on
workforce management. The heads of HR meet quarterly.

The SGHSCD established a similar networking group for NHS workforce
planners under its ‘Pan-Scotland workforce planning’ initiative.

The Improvement Service provided money to help Aberdeenshire Council
develop its workforce planning toolkit. This is now available to all Scottish
councils (Report supplement 3: Aberdeenshire Council's workforce
planning toolkit and NHS six steps methodology) (PDF) [ ).

Recommendations

The Scottish Government and the Convention of Scottish Local
Authorities (COSLA) should work with public bodies to:

provide strategic guidance on how bodies can redesign services and work
better together to jointly plan and deliver services

improve strategic planning of public sector workforces to identify and plan
for future skills needs, gaps and challenges across the public sector

collect and share information on the mix of approaches that bodies use to
manage workforces.

Where they have not already done so, councils, the NHS, the Scottish
Government and central government bodies should:

forecast expected staff numbers, skill needs and costs on a rolling three-
year basis, using scenario planning where necessary

make better use of existing mechanisms, such as community planning
partnerships, to identify opportunities to share resources, including workforces

monitor the age of their staff, to prepare for peaks in departures resulting
from people leaving when they reach retirement age.
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In this audit, staff in the devolved public sector includes staff working directly for councils, the NHS, the Scottish
Government and other central government bodies but excludes staff employed in the police and fire service, higher and
further education and arm's-length external and other non-public sector bodies. Central government bodies include the
Scottish Government agencies, NDPBs, non-ministerial departments and public corporations.

Managing early departures from the Scottish public sector (PDF) Audit Scotland, May 2013.

The revenue budget is the amount that organisations can spend on the day-to-day costs of running services.

The remainder is raised from service fees, charges, other revenue, government grants and housing rents. Estimate of 70
per cent based on 2011/12 data from Responding to challenges and change: An overview of local government in
Scotland 2013 (PDF) Audit Scotland, March 2013.

The Scottish Budget, Draft Budget 2014-15, the Scottish Government, September 2013. We have removed higher and
further education colleges and police and fire and rescue service funding from central government and council figures
over the period from 2009/10 to 2012/13. All cost figures quoted at paragraph 4 are in real terms to take account of
inflation. They are based on 2012/13 prices.

The fieldwork sites were Aberdeenshire, Glasgow City and South Lanarkshire Councils, NHS Forth Valley, NHS Lanarkshire
and the Scottish Ambulance Service, the Scottish Court Service, the Scottish Environment Protection Agency and the
Scottish Government.

We gathered data from all 32 councils, all 22 NHS boards and a sample of 26 central government bodies including the
Scottish Government (Appendix 1).

The Scottish Agricultural College and the James Hutton Institute are included within government employment figures
for the central government sector for 2009-2013. We do not have details of the number of staff they employ. As such
they are included in our analysis of trends in staff numbers in this sector, but excluded from the rest of our analysis.

A pay freeze was applied to most staff, and related to inflationary increases only. Staff on the lowest salaries were
provided with a small uplift. Some councils also applied pay restraint.

Managing early departures from the Scottish public sector (PDF) Audit Scotland, May 2013.

Public sector employment statistics, Scottish Government, June 2013. Figures exclude colleges, police and fire and
rescue services.

Public sector employment statistics, Scottish Government, June 2013.

In 2012, NHS Education for Scotland assumed the role of employer for GP medical trainees when they undertake the
practice component of their training. This accounts for the additional 450 WTE staff recorded.

Three of the central government bodies in our survey did not exist in 2009 — the Care Inspectorate, Children’s Hearings
Scotland and Creative Scotland.

The nine health boards are NHS Ayrshire and Arran, NHS Dumfries and Galloway, NHS Forth Valley, NHS Grampian,
NHS Greater Glasgow and Clyde, NHS Highland, NHS Lanarkshire, NHS Lothian and NHS Tayside.

SERCO is a public limited company that provides services to the UK Government and other public bodies.

Headcount refers to the number of people working in an organisation. It includes both full and part-time staff and does
not take account of differences in the hours they work.

When staff are seconded in or out of an organisation, their post continues to exist with the employer from which

they have been seconded. It will show as a reduction in headcount for that employer until the employee returns from
secondment.

Public Sector Employment web tables — Q1 2013, Scottish Government and ONS, March 2013. Not all executive NDPBs
or public corporations are included in the figures. Figures that we report are headcount.

Public bodies are required to collect data on the ethnic make-up of their workforce under the Race Relations Act 1976 (as
amended by the Race Relations (Amendment) Act 2000). We found, however, that published data are incomplete with a
large proportion of the workforce of ‘unknown’ ethnic origin, because individuals do not report this information.

In the Scottish Government, senior posts are those at Deputy Director level and above.

In the NHS, senior managers include some who are on higher Agenda for Change bands. Boards have discretion to exclude
some clinical staff and include administrative staff on higher Agenda for Change bands that they class as senior managers.
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Responding to challenges and change: An overview of local government in Scotland (PDF) Audit Scotland,
March 2013.

NHS Scotland workforce data tables, Information Services Division, May 2013.

Civil Service Statistics tables, Civil Service employment; responsibility level by government department, 2009 and 2012.
Figures are for the Scottish Government and its agencies.

Protecting consumers (PDF) Audit Scotland, January 2013 and Modernising the planning system (PDF)
Audit Scotland, September 2011.

We do not have figures for 2012/13 and so our analysis of costs is based on a three-year period. Cost decreases are
based on 2011/12 prices.

Depending on the terms of the transfer or outsourcing arrangement, public bodies may retain some responsibility for any
redundancy costs for staff made voluntarily or compulsorily redundant by the arm's-length or private sector organisation.
LFRs are submitted to the Scottish Government by local authority bodies. LFRs provide final outturn expenditure
statistics for each council. Councils submit them annually to the Scottish Government who use them to help make
policy decisions and in assessing the allocation of funding across the 32 councils. LFR data is not audited.

Sources of good practice guidance included internal materials prepared by the National Audit Office for its work on
managing early departures in central government, CIPD, Improvement Service and Employers Organisation Guide to
workforce planning in local authorities, July 2003.

In the Scottish Court Service plans are produced for each sheriffdom rather than individual services. Also, some bodies
plan at a departmental level.

The 'six steps’ is a workforce planning approach used by the NHS. Aberdeenshire Council's workforce planning toolkit
approaches workforce planning in a similar way.

Normal pay progression arrangements remained in place. Support for lower paid staff was also provided over this period.

Independent Budget Review: The Report of Scotland’s Independent Budget Review Panel, July 2010. This figure
included colleges, and police, fire and rescue services.

This applies to staff employed on Agenda for Change conditions. The relevant protection is set out in MEL 99/7 (1999),
The Scottish Office Department of Health, 29 January 1999, which specifies that staff will not suffer any detriment to
their income and earning levels because of organisational change. Employers should offer or bring to the attention of
staff on protected earnings suitable posts on the appropriate grade/terms and conditions of service. If staff refuse a
reasonable offer, then pay protection ends.

The Scottish Ambulance Service has not run an early departure scheme.

Most bodies met the costs of their early departure schemes from their own funds. However, ten bodies in our survey
obtained loans or additional funding from the Scottish Government.

Managing early departures from the Scottish public sector (PDF) Audit Scotland, May 2013.

Learning the lessons of public body mergers (PDF) Audit Scotland, June 2012 and Managing early departures
from the Scottish public sector (PDF) [ ] Audit Scotland, May 2013.

All figures are revenue from the Scottish Government. Council figures include income from council tax payments and
business rates. We have adapted the Information to take account of changes in police and fire and rescue service
funding, using The Scottish Budget, Draft Budget 2014-15, The Scottish Government, 2013. Figures for 2014/15 are
from the draft budget and figures for 2015/16 are planned. Figures calculated at 2012/13 cash prices.

Responding to challenges and change: an overview of local government in Scotland (PDF) = ] Audit Scotland,
March 2013.

CPPR Briefing Note: UK Spending Review 2013 & the Scottish Government’s budget [ ] Centre for Public Policy
for Regions, August 2013.

Population projections for Scottish areas (2010) National Records of Scotland, February 2012.
Scotland’s public finances: Addressing the challenges (PDF) Audit Scotland, August 2011.
Council figures for 2012/13 exclude police and fire staff employed by Fife Council.

Responding to challenges and change: An overview of local government in Scotland (PDF) Audit Scotland,
March 2013.

Public Sector Pay Policy for Staff Pay Remits 2014-15 [ ] Scottish Government, 2013.

Improving Community Planning in Scotland (PDF) Audit Scotland, March 2013.

A priority-based budgeting approach focuses on the delivery of priority outcomes and allocates money to those
services or areas which make the greatest contribution to delivering these outcomes. The process requires an effective
understanding of which services contribute most and least to the organisation’s priorities. This approach means

services or activities which contribute least to outcomes may be reduced or withdrawn. Scotland’s public finances:
Addressing the challenges (PDF) [ ] Audit Scotland, August 2011.

How councils work: Charging for services (PDF) Audit Scotland, October 2013.
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Appendix 1

Audit approach

Our audit had four main components:
e Desk research and analysis — we reviewed existing information including:

— employee data published by the Scottish Government, NHS Information
Services Division Scotland and the Office for National Statistics

— reviews, reports and relevant work carried out by the NAO, Chartered
Institute of Personnel and Development, Improvement Service, Local
Government Association

— the audited accounts of 66 central government bodies to help
determine staff costs, local financial returns (LFRs) and Whole of
Government Accounts.

— current information on UK and Scottish Government policies and policy
initiatives.

e Survey —we issued a data return to all 32 councils, all 22 special and
territorial health boards and a sample of 26 central government bodies in
May 2013. We asked for information on their workforce, the approaches
they used to manage workforce costs, their use of early departure schemes,
and their future staff numbers and costs. We tailored the data request for
each body so that we asked only for information that we could not get
from other sources. Our survey included the following sample of central
government bodies:

Central government bodies' sample

Children's Hearings

Scotland Creative Scotland

Architecture Design Scotland ~ Care Inspectorate

Crown Office and Procurator ~ Highlands and Islands Highlands and Islands

Fiscal Service Airports Ltd Enterprise Historic Scotland

Loch Lomond and Trossachs ~ National Library of
National Park Authority Scotland

Royal Botanic Garden

Registers of Scotland Edinburgh

ish Chil 's R . : . . ish Envi |
SCO“?'S. c : dren's Reporter Scottish Court Service  Scottish Enterprise SCO'[TIS. nvironmenta
Administration Protection Agency

Scottish Further and Higher Scottish Legal Aid

Scottish Government Scottish Natural Heritage

Education Funding Council Board
Scottish Prison Service Scot‘us_h Qualifications SCO’[’[ISh Social Services Scottish Water
Authority Councill

Skills Development Scotland VisitScotland
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e \Wherever possible, we have used WTE figures in our report. However,

when WTE figures were not available, we converted headcount figures to
WTEs. If we have converted staff numbers to WTE we say this.

Fieldwork — we undertook fieldwork at nine public bodies in March
and April 2013: Aberdeenshire Council, Glasgow City Council, South
Lanarkshire Council, NHS Forth Valley, NHS Lanarkshire, Scottish
Ambulance Service, Scottish Environment Protection Agency, Scottish
Court Service and the Scottish Government. This involved:

— Avreview of plans and documents on workforce planning at an
organisational level, and for up to three services at each fieldwork site.

— Interviews with:
— the chief executive
— the head of finance or appropriate colleague
— the head of HR
— heads of a sample of services that had been through workforce
change
— trade union representatives
— other appropriate officers.

Interviews with other stakeholders — we interviewed representatives from
organisations including The British Medical Association, The Royal College
of Nursing, the Convention of Scottish Local Authorities (COSLA), Society
of Local Authority Chief Executives (SOLACE), Scottish Social Services
Council, and chief executives and HR leads from a sample of NDPBs.
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Appendix 2

Membership of the advisory group

Audit Scotland would like to thank members of the advisory group for their input and advice throughout the audit.

Member Organisation

Barbara Allison Scottish Government
Professor James Buchan Queen Margaret University
Dot McLaughlin Improvement Service
Lindsay Montgomery Scottish Legal Aid Board
Kate O'Hagan South Ayrshire Councill
Dave Watson Unison

Note: Members of the advisory group sat in an advisory capacity only. The content and conclusions of this report are the sole
responsibility of Audit Scotland.
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