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RECOMMENDATION 
 
1. That the council’s Pay Policy Statement, as set out in Appendix 1, be agreed. 
 
BACKGROUND INFORMATION  
 
2. The Localism Act 2011 sets down requirements on authorities to prepare pay 

policy statements on an annual basis. These statements must describe an 
authority’s policy for the pay of its workforce and be agreed annually in advance 
of the coming financial year.  The Department of Communities and Local 
Government published initial guidance for local authorities on preparing their 
statements, which they further supplemented in February 2013, and has been 
taken into account in developing the Pay Policy Statement given in Appendix 1.  

 
KEY ISSUES FOR CONSIDERATION  
 
3. Pay statements must be published and thus open to public scrutiny. Under the 

Localism Act the statement must describe specific elements of remuneration paid 
to chief officers.  The roles of chief officers are defined and accord with the 
descriptions used in the Local Government & Housing Act 1989 these being:- 

 

• The head of the authority’s paid service designated under section 4(1) of 
the Act 

• Its monitoring officer designated under section 5(1) of that Act 

• A statutory chief officer mentioned in section 2(6) of that Act 

• A non-statutory chief officer mentioned in section 2(7) of that Act 

• A deputy chief officer mentioned in section 2(8) of that Act. 

 
4. Nothing in the Act supersedes existing responsibilities and duties placed on 

authorities in their role as employers. Each local authority is an individual 
employer in its own right and has the autonomy to make decisions on pay that 
are appropriate. Instead, the Act focuses on requiring authorities to be more 
open about their policies and how decisions are made. 

 
5. The Act does not require authorities to publish specific salary data as part of the 

pay policy statement.  Doing so risks data being out of date where any pay 
awards apply.  The declaration of specific salary information is managed by the 
publication of the statement of accounts and other information under data 



 
 
 

  

transparency arrangements.   Such specific information is published on the 
council’s website. 

 
6. Appendix 1 to this report sets out the proposed pay statement for agreement by 

council assembly.  This reflects the scope of the posts to be captured and the 
range of information to be included; as defined in the Act. It should be noted that 
following publication of pay policies statements in 2012 there was a public debate 
on whether the statement should include the ratio of earnings between the 
highest paid employee and other employees. There is no requirement to do so in 
the Act and no approved method of calculating this. The government 
commissioned (Hutton) Fair Pay Review, concluded that such a ratio would be 
unhelpful because it “could create perverse incentives and even become a target 
for executives [who are currently] earning less” than a government based 
benchmark.  The review did suggest that if such a measure was put forward it 
should be to compare top earner with median salary. Until such time as there is 
clarity on definition and methodology for comparing earnings, we do not intend 
including this data in the policy statement.  However, Southwark’s ratio between 
the top earner and the median earnings is 5.3 to 1 (December 2012 data); this is 
low compared to other public bodies which have reported such data.  

 
7. Subject to council assembly agreement it is proposed to again publish the pay 

policy statement on the Southwark website as part of open data.  For the 
purpose of this report Appendix 3 gives the council’s salary and grading structure 
applicable at the point of drafting the item.  It should be noted that the main 
salary scales attached are as at 1 April 2009, i.e. the date that the last pay award 
took effect; there being pay freezes in 2010/11, 2011/12 & 2012/13.  Southwark 
has, however, made amendments to the salary scales to reflect the consolidation 
of two years of £250 awards given to low paid (earning less than £21,000) and 
the decision to make the London Living Wage a minimum rate; thus scales are 
shown as at 1 April 2012.  These salary scales are retained on the Southwark 
website and will be updated when the pay award determined by the National 
Joint Council for Local Government Employees is finalised with effect from 1 April 
2013 and a decision is made by cabinet on whether a further award is warranted 
for the low paid to maintain the £250 benchmark rise.  It is anticipated that the 
national award will be within the 1% window outlined by the government for the 
public sector although the claim has been for bottom loading, i.e. higher increase 
for those on the lowest points. 

 
8. From 1 April 2013 public health staff will be transferred into the council who 

under the transfer order will retain their NHS salaries and terms and conditions of 
employment; this approach is mandatory on the council. There are (at least) 3 
different schemes of employment, personal entitlements and supplementary 
payments. As the implications emerge and are properly analysed this will be 
incorporated into the council’s remuneration information. At this stage there is not 
a complete and final list of staff or their salaries and conditions so any 
presentation of data would be speculative. The Director of Public Health will be a 
defined Chief Officer. 

 
TOP MANAGERS 
 
9. The pay policy statement is primarily concerned with the salary arrangements of 

chief officers as defined in the Local Government & Housing Act 1989 (as 
above).  In Southwark this cadre of posts forms the top management team of the 
council. During 2012/13 the council reviewed organisational arrangements for top 



 
 
 

  

managers with a £1 million savings over a phased basis.  This has been 
achieved through reduction in staff numbers rather than a dramatic shift from 
current pay policy; resulting in some jobs having significantly larger 
responsibilities than comparative posts in other London boroughs.  

10. A contractual element of individual’s pay at top manager level is the potential to 
earn performance related pay (PRP) based on measurable achievements.  PRP 
for 2011/12 & 2012/13 was set at 0%.   

11. The ability to apply PRP linked directly to business outcomes remains part of our 
remuneration strategy.  The appropriate level of funding for any PRP in 2013/14 
will be considered within the workforce strategy element of the medium term 
resources strategy where consideration will be given to recruitment and retention 
and benchmark data to ensure we continue to recruit and retain the right people.  
Any payment of PRP relating to 2013 would be determined on a person by 
person basis dependent on achievements and would be applied at year end 
(April 2014) in line with remuneration strategy. 

NEW EMPLOYEES 
 
12. The proposed pay policy statement (Appendix 1) also makes specific reference 

to the salary package for staff newly appointed to top manager posts.  The 
Localism Act has the impact of amending the Local Government Act 1972 
(appointment of staff) as follows:- 

 
 “A local authority’s power to appoint officers on such reasonable terms and 

conditions as the authority thinks fit is subject to section 41 of the Localism Act 
2011 (requirement for determinations relating to terms and conditions of chief 
officers to comply with pay policy statement”. 

 
13. Members have a special role in the appointment of chief officers and deputy chief 

officers as defined, whereby they must be given the opportunity to raise any well 
founded and material objection to appointment prior to an offer being made.  As 
in the 2012/13 Statement it is proposed that to meet requirements under the 
Localism Act, notification of an appointment includes confirmation of the salary 
package which attaches to the post and whether this accords with the council’s 
pay policy statement. Were the proposed salary package to be outside the 
current statement, this to be deemed as an amendment to the pay policy which 
requires explicit members’ approval. 

 
LOWEST PAID EMPLOYEES 
 
14. The Act requires the council to describe the relationship between the 

remuneration of its chief officers, and other staff; and to define the “lowest-paid 
employees” adopted by the authority for the purposes of the statement.  The 
specific information to be included on pay actuals is limited.   

 
15. As described in the statement; the use of job evaluation and the grading structure 

is the method used to determine the relativities of posts across the Southwark 
structure.  The council’s decision to adopt the London living wage rate sets the 
minimum pay rate for staff across the council. Employers’ participation in the 
London living wage is voluntary. The council’s commitment to adopt aims to stop 
working Londoners from falling into poverty; making sure that the unemployed in 
London are better off in work than living on benefits.  London living wage has 



 
 
 

  

now been set at £8.55 per hour (2013) compared to the national minimum wage 
of £6.19 per hour.  

 
POLICY IMPLICATIONS  
 
16. The statement is used as a method to articulate the council’s existing policy on 

remuneration, with specific details on top manager posts in particular. As such it 
does not amend or introduce new policy. Were current arrangements to be 
amended as a result of the development of the statement; the policy implications 
and contractual implications of doing so, would require review by Cabinet. 

 
COMMUNITY IMPACT STATEMENT 
 
17. Development and publication of the pay policy statement is a useful step in 

increasing accountability and transparency of council business to the local 
community.  This continues the trend of openness. It allows elected members, 
those who are directly accountable to the local community, to have input into how 
decisions on pay are made, particularly senior pay.  

 
18. The equality analysis provided in Appendix 2 to this report clarifies that there are 

no adverse implications for people of protected characteristics.  Publication of the 
statement accords with good practice of openness in pay arrangements. 

 
RESOURCE IMPLICATIONS 
 
19. There are no specific implications arising from the development and publication of 

the pay statement so far as this represents existing policy.  Were future statements 
seeking agreement to move away from established arrangements it would be 
necessary to consider financial resources and the employment implications.  
Changes to individual’s terms and conditions are likely to reflect a contractual 
change requiring consultation and due process in order to be lawful. 

 
20. Publication of the pay statement as presented in Appendix 1 does not create 

conflict with the Data Protection Act as it does not contain information relating to a 
particular individual. 

 
CONSULTATION 
 
21. The trade unions have been advised of the need to publish the statement and 

have been provided with a copy.  As the statement is a method to articulate 
existing policy rather than a change, it is not part of the formal consultation 
process.  

 
LEGAL IMPLICATIONS  
 
22. Section 38 of the Localism Act ('the Act') requires a relevant authority to prepare 

a pay policy statement. Pursuant to section 43 of the Act a London borough is 
defined as a 'relevant authority'. The statement must set out an authority's 
policies towards a range of issues relating to the pay of its workforce including 
the remuneration of its chief officers; the remuneration of its lowest-paid 
employees; and the relationship between the pay of its chief officers and that of 
other employees. Chief officer is defined to include chief and deputy chief officers 
as defined in the Local Government and Housing Act 1989. The statement must 
state the definition of "lowest paid employees" adopted by the authority for the 



 
 
 

  

purposes of the statement and the authority's reasons for adopting that definition. 
Pay policy statements have to be prepared for each financial year; this began 
with year 2012/13. 

 
23. The pay policy statement must also specifically cover the authority's policies 

relating to: 
 

• the level and elements of remuneration for each chief officer (including 
salary, bonuses and benefits in kind); 

• remuneration of chief officers on recruitment; 
• increases and additions to remuneration for each chief officer; 
• the use of performance-related pay for chief officers; 
• the use of bonuses for chief officers; 
• the approach to the payment of chief officers on their ceasing to hold 

office under or to be employed by the authority; and 
• the publication of and access to information relating to remuneration of 

chief officers. 
 
24. Section 39 of the Act states that an authority's pay policy statement must be 

approved by a resolution of the authority before it takes effect. This means that 
the resolution must be by full council before 31 March. Following approval the 
statement must be published as soon as possible on the authority's website and 
in any other manner the authority thinks fit. An authority can amend its pay policy 
statement and any amendment must be made by a similar resolution. 

 
25. In complying with its duties on the pay policy requirements relevant authorities in 

England must have regard to any guidance issued or approved by the Secretary 
of State. The Department of Communities and Local Government ('DCLG') has 
published guidance to help English authorities understand and comply with their 
new duties; this is entitled 'DCLG: Openness and accountability in local pay: 
Guidance under section 40 of the Localism Act'. The guidance sets out the key 
policy principles that underpin the pay accountability provisions. This was taken 
into account in preparing this statement. 

 
26. The draft pay policy statement in Appendix 1 will enable the council to meet its 

obligations under sections 38 to 43 of the Act.  
 
BACKGROUND DOCUMENTS 
 

Background Papers Held At Contact 
Communities & Local Government: 

Openness and accountability in 
local pay 

 

Human Resources – 160 
Tooley Street 

Bernard Nawrat  
020 75257185 

Localism Act – Sections 38 – 43 Human Resources – 160 
Tooley Street 

Bernard Nawrat  
020 75257185 

 



 
 
 

  

APPENDICES 
 

No. Title 
Appendix 1 Southwark Council – Pay Policy Statement 
Appendix 2 Equality Analysis  
Appendix 3 Salary & Grading Structure 
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