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Report of Policy Review Scrutiny Panel on Agency Staff Budgets

EXECUTIVE SUMMARY

This report looks at the numbers of staff employed through agencies, the ways in
which they are used throughout the Council, and the budget implications.

Analysing trends in use of agency staff is difficult as the information available is not
uniform or consistent. The protocol for use of agency staff is not used and out of
date. Departments vary in their use of staff employed through agencies, and there is
no common or corporate definition for ‘agency staff. 46 agencies were used
between April and September 2000, many supplying specialists such as legal and IT
staff.

Determining the amount of money spent on agency staff is also difficult. Financial
Services Department figures show a total expenditure of £6 million in 1999-2000 but
this could be misleading due to inconsistent use of designated budget codes.

Examples of good practice in Merton include examining other ways of meeting a
need before employing agency staff; obtaining quotations from different agencies;
personnel monitoring; negotiating rates of pay with the agency and debriefing staff at
the end of their contract. Decisions on the use of agency staff do, however, appear
to be unco-ordinated with little sharing of resources across departments.

The report suggests that improving the attendance and retention of permanent staff
would reduce the need for agency staff. Other human resource initiatives should
have the aim of reducing reliance on agency staff.

The 16 recommendations, covering the improvement of recruitment and retention
policies as well as procedures for employing agency staff, are, in brief:

Target rates for exit interviews

Implementing the ‘Promoting Attendance Strategy’

Speedier recruitment processes

In-house pools of temporary administrative and secretarial staff

Greater use of ‘New Deal schemes

Use of people who have left Council employment for short-term placements
Pool of people with disabilities for work experience & to cover vacancies
Consider an open evening & advertising vacancies on the Council website
Tender arrangements for approved list of agencies

Review protocols for use of agency staff

Monitor the quality of service and staff provided by agencies

Agencies to pre-screen CVs and provide management information
Departments to share information on agency staff

Set budget or reduction target for each department

Provision of quarterly reports to ensure regular monitoring

The report to Scrutiny Commission also recommended that a policy document and
action plan be developed, and that the Panel’s work continues with a wider remit.
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CHAIR’S FORWARD

Scrutiny was infroduced in Merton in June 2000, as part of the Government’s
modernising local government agenda. It operates through a Scrutiny
Commission which is supported by a number of standing and ad-hoc scrutiny
panels. Part of the role of scrutiny is to undertake reviews of particular areas
of the Council's work. More information on the scrutiny process is available

from the Scrutiny Team, contact details on page 3.

The Standing Scrutiny Panel for Finance and Corporate Support was asked to
form a Policy Review Panel on the use of agency staff. It started its work in
September 2000, and the recommendations were accepted by the

Executive Committee in February 2001.

We spend a huge amount on agency staff. Through this review, we have
understood more about how and why we need to do this — and in many
instances we will need to continue to do so. But the way in which we do this
can be improved, and | am confident that our Action Plan when
implemented will bring service, employee and financial benefits to the

Council.

The Panel was supported by officers and others from organisations external to
the Council, in attending meetings to answer questions, providing evidence
and sharing experiences with us. | would like to offer my thanks to these
individuals and Panel members for the hard work and commitment they

have ghown in developing this area of work.

Chair, Scrutiny Commission
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1. INTRODUCTION

The Scrutiny Commission agreed at its meeting of 5 September 2000 to set up a
Policy Review Scrutiny Panel to consider how Agency staff are used within Merton
and implications for the CounCII’s budget. The Terms of Reference are shown at
Appendix 1.

There is no corporate definition for ‘agency staff as opposed to consultants or
contract staff. For the purposes of this review the term ‘agency staff’ is used to refer
to staff, mostly on NJC (national joint conditions) grades, who are employed to cover
short term vacancies, project work or peaks in workloads via recruitment agencies.

Agency staff have historically beeh employed in Merton to cover gaps in staffing
levels:

. whilst permanent staff are recruited
. during vacancy freeze or where there are difficulties in recruiting
permanent staff
. “to cover sickness or other absence of permanent staff
. to obtain specialist skills
. to cover seasonal peaks in demand

~There are no set budgets for agency staff, most departments contain any

expenditure on agency staff within their existing salaries budgets with the exception.
of Social Services and DSOs (dlrect service organlsatlons) wuthln Environmental
Services.

The Panel met 5 times from September 2000 — January 2001. Officers from:
Corporate Human Resources, Financial Services and the Scrutiny Team attended
meetings to advise the Panel. Directors and other Senior officers were invited to give
evidence on the use of agency staff in their departments; Staff Side attended a
meeting of the panel to comment on the draft report. The Panel also considered
information on the use of agency staff in other London boroughs.

The Panel was set up because concern had been expressed at the number of
agency staff employed and the consequences of this on Council budgets.. No
Council wide analysis of agency staff has been done recently, but analysis early in
1998 showed higher use by some departments. A comparison of costs of agency
staff and directly employed staff showed that for lower graded clerical/manual jobs
the hourly rate of agency staff (including agency commission) was less than the
hourly rate of directly employed staff (including on-costs). However, for more senior
posts or those requiring specialist skills the hourly rate for agency staff was higher.

There has been no co-ordinated examination of the number and range of agencies
used and whether these agencies follow human resource/equalities practices which
meet the Council's aims and objectives. The Best Value programme stresses the
contribution of a committed workforce to delivering quality services — agency staff
may not receive the same induction and on-going training and development as
dlrectly employed staff. They are generally dlsadvantaged through worse conditions
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of service than directly employed staff and are unlikely to develop motivation and
commitment to the Council’s vision and objectives.

2. CURRENT POSITION

The Panel would have liked to start their review with an examination of trends in the
use of agency staff over the past few years. However, although Departmental
Personnel Managers are required to collect data on agency staff on a quarterly
basis, this data is not kept in uniform format or reviewed by all departmental
management teams or Corporate Human Resources on a regular basis and,
therefore, it was not possible to consider how agency staff have been used
historically.

A summary of expenditure on agency staff for from 1996/1997 to September 2000
was provided by the Financial Services department. This indicated expenditure of
nearly £6m across the Council in 1999/2000 but, for one department at least, these
figures also included staff not within the remit of this panel's work, ie. supply
teachers and School Effectiveness advisors in the Education, Leisure and Libraries
department (Appendix 2). Managers in the Education, Leisure and Libraries
department believe that, if only agency staff as defined for the purposes of this
review are included, the department's total expenditure for April — September 2000 is
£112,000 rather than £154,000. This has highlighted the need for budget codes to be
organised to ensure that expenditure on agency staff can be properly monitored.

The financial data for the first six months of 2000/01 indicates that expenditure on
agency staff has been reduced.

Although there is a protocol agreed for employing agency staff (seé Appendix 3) this
is not detailed, is not used consistently and is now out of date as it does not reflect
the Council’s new political structures.

2.1. Information from departments

Due to the lack of historic data departments were asked to provide details of the
number and nature of agency staff appointed between April - September 2000 (see
Appendix 4), together with the main reasons for employing agency staff and the % of
salaries budget used. Analysis of these returns showed that a total of 46 agencies
were used across all departments. Departments’ own financial figures taken from
their lists of agency staff employed from April to September 2000 are also shown at
Appendix 5.

At present, the main reasons for employing agency staff highlighted by departments
are:

Chief Executive’s (Legal Services) — Merton’s salary/terms/conditions are insufficient
to attract permanent specialist lawyers; maternity leave cover; cover for
secondments. ' ‘
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Chief Executive’s (IT Services) — salary levels not attractive; to obtain specialist
skills; specific projects such as Y2K project. In the IT field there are more jobs than
people with relevant skills so many people gain employment through agencies as
rates of pay are very good.

Education, Leisure and Libraries — to cover vacancies due to inability to recruit to
advertised posts; seasonal (summer) staff for Leisure Services projects. Due to the
range of Arts, Sports and Play programmes during summer months agency staff
have traditionally been recruited which has always proved cost-effective.

Environmental Services - cover for vacancies pending appointment or due to a
failure to recruit; special projects; cover for maternity leave; cover for daily absences
due to sickness for manual staff. The two main areas using agency staff are Merton
Refuse and Cleansing Services (MRCS) and Traffic — a pool of agency staff are
used on daily basis to cover refuse collection and ambulance drivers.

Financial Services - failure to attract suitably qualified staff; temporary staff to cover
short-term peaks in workload. The two main areas where agency staff are used are
for Housing Benefit Assessors and qualified accountants.

Housing and Social Services - to maintain front line/statutory services; cover for
posts held as redeployment opportunities. Social Services have particular need to
ensure essential care is provided and statutory duties fulfilled. Greatest use is for
cleaners, cooks and care staff.

Departments indicated that the following percentages of their salaries budgets were
used for Agency staff: .

Department - | % of salaries budgets
. - spent on agency staff
Chief Executive’s (IT Services) 12
Chief Executive’s (Legal Services) 8
Education, Leisure and Libraries 1.13
Environmental Services
Office staff 4.6
Transport 3.2
F|nanc1al Servuces ‘ 2.5
' : , . |- (4% over past 4 years)
Housing 5 ' 3
Social Services - 5

Some departments demonstrated that they had reduced the number of agency staff
used in recent years, largely through more rigorous application of the Council’s
sickness procedures and by questioning the need to employ agency staff as a first,
rather than last, resort

‘_vHowever, decisions on the recruitment of agency staff were often left to section
managers with no apparent co-ordination or sharing of agency staff resources across
departments. Nevertheless,.a number of areas of good practice were identified-
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“together with suggestions for improving Council’'s use of agency staff — these will be
discussed in Sections 3 and 4.

2.2, Information from London boroughs

The Greater London Employers’ Association and a sample of 7 London boroughs
were contacted to see how other authorities manage

the use of agency staff in their boroughs. The results of this exercise are shown at
Appendix 6.

Three boroughs have no formal policies on use of agency staff but four operate a
system of tendering for preferred agency status and managers must contact these
agencies in the first instance.

The contracts agreed often require the agency to provide regular management
information reports to the boroughs. Southwark ran its

own agency for 7-8 years — but this no longer exists and Southwark now use an
‘approved agency’ system.

3. GOOD PRACTICE IN MERTON

Directors were invited to address the Panel on their experience of using agency staff
in their department. Some examples of good practice already in place in one or more
departments which may benefit the Council as a whole are:

e  Examining need before employing agency staff — can work be postponed; done
in overtime; delay other work to release staff time?

»  Approaching at least 3 agencies for quotes to ensure the cheapest rates —
whilst still obtaining the required skills/competences.

»  Personnel team monitors use of agency staff and reviews after employee has
been in post for three months to ensure still an essential requirement.

. Departmental managers/personnel team co-ordinate employment of agency
staff so that good people can be retained as vacancies arise rather than have a
succession of different people who will require some induction and training.

o Reports on agency staff use are reviewed by deparimental management teams
on a regular basis.

* Negotiate waiver of introduction fees with Agency if staff are appointed to
permanent posts.

e  Ensure any hours worked beyond 35 hours are at standard rate, not overtime
rates.
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. If there is a need to review and extend contract for agency staff negotiate this
with the agency in plenty of time. If hourly rates are increased, try to get agency
to absorb the difference.

o If agency staff were good, debrief them at the end of their contract — they may
have experience of other organisations and can relate good practice.

4. SUGGESTIONS FOR IMPROVING USE OF AGENCY STAFF

Directors were also invited to suggest procedures which they felt could lead to more
effective use of agency staff and better value for money. The main points raised
were:

»  Adopt a tendering process/block contract approach for retaining agencies.

. Co-ordinate use of agency staff between departments as well as wnthm
departments.

. Create in-house ‘pools’ of admin and secretarial staff.

] Improved sickness absence policy which can be applied to help reduce the
reliance on agency staff.

" Reward/flexibility payments for attendance to help reduce sickness levels.

. More appropriate use of short-term contracts.

. Employ trainees/apprentices and provide training to create a pool of potential
staff for future vacancies.

. Speedier recruitment processes as Iong as in line with equal opportunities

~ practices.

= Give Head of Service flexibility to match market rates for posts requiring

specialist skills. '

5. ALTERNATIVES TO USING AGENCY STAFF

The Panel were particularly interested in the use of work experience placements,
trainees and the ‘New Deal’ scheme as an alternative to using agency staff. They
requested information from departments on their experiences of employing ‘New
Dealers’.

In general, managers felt that experience -of the scheme had been mixed and that
success relies on identifying committed officers prepared to take on and support a
‘New Dealer and put in the effort required to make it work.

Education, Leisure and Libraries were keen to take on New Dealers and had had
four ‘New Dealers’ — one had worked well and had successfully applied for a
permanent post in the department, one had high sickness levels, another had shown
poor attendance and aptitude for the work and had left voluntarily, whilst the last
gained permanent employment elsewhere within a few days. Environmental Services
had also had two ‘New Dealers’ — one left after a week because she gained a
permanent position elsewhere, the other stayed six months but their contract was not
renewed at the end of this tlme
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Financial Services department were more positive about the benefits of the scheme
having had six ‘New Dealers’, at least one of whom obtained a permanent post.
However, they reported that there were some initial difficulties associated with
introducing the scheme and the learning curve for personnel staff and managers.
Nevertheless, a number of officers are particularly keen on the scheme and see it as
a positive experience.

The Panel also felt that wider recruitment of people with disabilities, either for work
experience or to permanent posts should be encouraged through the Access to
Work Scheme (further consideration of this issue could be explored by the proposed
Policy Review Scrutiny Panel on the Implementation of the Disability Discrimination
Act). Staff Side suggested that recruitment to the vacant post of Disability Policy
Officer would assist these aims.

6. REDUCING THE NEED FOR AGENCY STAFF

Whilst considering best practice in the use and recruitment of Agency Staff, the
Panel felt that if the attendance and retention of permanent staff could be improved it
should reduce the need to use agency staff and improve service provision.

The Panel are aware of other initiatives currently being implemented or due to be
introduced during 2001/02. These should also be considered with the aim of
reducing a reliance on agency staff e.g.

* Human Resources Strategy — this was agreed by the Executive Committee in
September 2000 and includes proposals for a Recruitment Contracting Group
which will allow better co-ordination of recruitment practices across the Council

* Promoting Attendance Strategy — this is being negotiated with Staff Side and is
due to be implemented from February 2001 when guidance will be issued to staff
and managers

* Work/Life Balance Project and Staff Attitude Survey - this initiative is
focussed. on improving the workplace through flexible working, in order to
accommodate the differing needs and responsibilities of staff, within the Council’s
commitment to deliver it's services. A Work-Life Balance focus group was set up
to test the staff attitude survey and to discuss issues around work-life balance
and how to improve services, attendance and staff moral. A business that is
committed to work-life balance recognises the benefits to, not only the
employees, but also to the organisation though better recruitment, retention, and
motivation of staff, lower levels of stress and sickness absences and therefore a
better service,

7. CONCLUSIONS AND RECOMMENDATIONS

From the evidence considered by the Panel it seems that there is no clear picture of
the number of agency staff employed each year across the Council and it was not
possible to-easily identify the costs of these staff.
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The Panel recognises that there will always be a need to cover emergency/statutory
requirements and that some agency staff will be required to fill vacancies in the
short-term. It is therefore essential that the employment of agency staff is managed
efficiently and effectively.

The main findings of the panel on existing practices are:

= There is insufficient statistical information on number of agency staff employed

= No regular monitoring of use and costs of agency staff is taking place within all
departments or corporately

= There is a need for controls on agencies used to check that pay rates are
competitive and that good personnel practices are used

» Merton’s ‘Protocol for use of Agency Staff is not sufficiently detailed and out of
date

= There is no shared corporate definition for ‘long-term’ sickness

» Existing information that could aid recruitment and retention of staff not fully used
e.g. information from exit interviews

= No evidence to support the perception that Merton pays lower than other
boroughs/private sector is held by departments

» The effect of vacancy freezes, re-organisations and the need to hold posts vacant
for redeployment opportunities should be recognised in contributing to the
number of agency staff employed

7.1. Panel recommendations

- Having reviewed existing practices and considered the evidence presented to it, both
from within Merton and from other London boroughs, the Panel makes the following
recommendations not just for managing the process for employing agency staff, but
also for improving recru:tment and retention policies to reduce the need to use
agency staff:

» A target for each department to conduct a high percentage of Exit Interviews in
order to find out why people are leaving (The Scrutiny panel on the Macpherson
report also recommended that departments should encourage all leavers to
participate in an Exit interview)

» Implementation of ‘Promotlng Attendance Strategy’ to reduce levels of sickness
absence and minimise use of agency staff also to agree a shared corporate
definition of long term sickness’

»  Speedier recruitment processes to reduce length of appomtment of agency staff
in line with equal opportunities policies

» Develop in-house pools of admin and secretarial staff to provide ready access to
temporary staff who will build up experience of working for Merton

» Encourage greater use of the New Deal scheme for 18 —24 year olds and 50+,
with positive encouragement and support for people on the scheme and their
managers to meet Council target of 36 placements and increase retentlon of New
Dealers as permanent employees
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* Maintain a list of ‘in-house leavers’ eg. early retirees and people leaving to care
for dependants, who would be willing and available to return to work for short
periods to cover emergencies or vacancies. This has been used by other
organisations, but it would be necessary to ensure that jobs were offered on a fair
and equal basis

» Set up pool arrangement for people with disabilities to give work experience and
cover staff vacancies, with the possibility of departments setting targets for
employing more people with disabilities (The proposed Scrutiny Panel on the
Implementation of the Disability Discrimination Act should be asked to consider
this further)

» Consider running a corporate Open Evening and advertising vacancies on
Council web site for recruitment purposes

» [ntroduce a reward scheme for good attendance

» Tendering arrangements for an approved list of agencies, including block
contracts, should be introduced to reduce overall number of agencies used,
especially those for admin and secretarial posts. This would allow economies of
scale in negotiating rates of pay, commission and supply of management
information.

= Revise ‘Protocol for use of Agency Staff’ to ensure all managers use agency staff
within policy framework

= Agencies should be monitored to gauge the quality of their service and agency
staff provided

= Ask agencies to pre-screen CVs and provide management information reports to
departments

» [nformation on agency staff in post should be shared between/within departments
to retain good people and benefit from their experience with the Council

= Set a spending limit or a target for reduction on expenditure on agency staff for
each department

= Quarterly reports in a standardised corporate format, with clear and precise
details of amount spent on agency staff and reasons for use, should be prepared
to ensure regular monitoring by departmental management teams, Corporate
Management Team and the Executive Committee

The Panel suggest that Scrutiny Commission forward these recommendations to the
Executive Committee with a request that, if agreed, a Policy document and an action
plan should be developed to allow for the introduction of any new policies and
procedures for employing agency staff. Arrangements for the review and monitoring
of any new policy after six months and then on a regular basis should be included.

The Panel also suggest that they commence work on the second part of this review
in March to consider:

» the feasibility of partnership arrangements with other authorities and/or the Health
Authority for ‘pool’ arrangements for admin and secretarial staff
= use of contract staff across the Council

February 2001 Page 12



 APPENDICES






Appendix 1
POLICY REVIEW PANEL ON AGENCY STAFF BUDGETS

Terms of Reference

To consider the use of agency staff across all council departments, identify
trends and make recommendations which will provide value for money in the
use of agency staff.

1. To consider current arrangements for recruiting agency staff across
Council departments

2. To request information and reports on use of agency staff by all
departments to analyse numbers, duration, costs, title and grade of post
covered, reason for agency cover, name of agency used.

3. To assess any peaks/troughs of agency staff use across the year and the
possible reasons for this eg seasonal variations, links to recruitment freeze
etc.

4. To seek examples of good practice within other authorities in use of
agency staff or other arrangements for covering temporary vacancies

5. To evaluate potential for partnership arrangements with other local
organisations in recruitment of agency/temporary staff

6. To suggest solutions to current problems faced in recruiting/budgeting for
agency staff with the aim of reducing the overall agency staff budget

7. To make recommendations to the Scrutiny Commission on the Panel’s
findings by end December 2000
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' \Appendix 3

141 Use of Agency Staff

Agency staff should not be used, other than in exceptional circumstances where short
term cover is required for a period of less than 8 weeks and where there is no possibility
of:

. covering the workload using employees;
e an ‘acting up’ arrangement by an existing émployee;
. recruitment through the Welfare to Work Scheme (see paragraph 1.43).

4

Exceptions may be jobs of a specialist nature where experience is that the Council cannot
recruit to temporary contracts due to the labour market.
In circumstances which fall outside the above parameters, and in which Heads of Service

feel that the use of agency staff is appropriate, agreement should be sought from the
Service Chair. The Chair of Equalities and Personnel Committee will retain an overview

of the corporate level of agency staff.
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EDUCATION LEISURE &
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Appendix 7

PEOPLE AND ORGANISATIONS WHO HAVE PROVIDED
EVIDENCE TO THE PANEL

The Panel would like to thank the following who provided evidence to assist

this inquiry:

Council officers who attended or provided information for Panel

meetings

Ade Adebayo
Gurmel Bansal
Gill Edwards
Clive Fairchild
Chris Johnson
Maggie Jones
Rea Mattocks
Roger Paine
Penny Parker
Mike Parsons
Richard Rawes

Gene Saunders

Angela St John

Head of Service Development, Envuronmental Services
Head of IT Services
Environmental Services Personnel

- Chief Executive’s & Finance Personnel

Head of Audit, Risk and Compliance, Financial Services
IT Administration Manager

Director of Housing and Social Services

Chief Executive

Assistant Director, Education Leisure and Libraries
Director of Finance :
Director of Environmental Services

Head of Communications and Democratic Services, Chlef

-Executive’s.

Head of Support Serwces Education, Leisure and
Libraries
Staff Side

Officers from the following‘ London Boroughs who provided information

to the Panel:

Camden

‘Hammersmith and Fulham
Kensington and Chelsea

Lambeth
Lewisham
Southwark
Westminster






