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1. BACKGROUND 
 
1.1. Performance Related Pay 
 

1.1.1. Staff and Union feedback regarding the effectiveness of the PRP scheme 
has been unfavourable, with calls for a review becoming more frequent. 

 
1.1.2. In June 2013, BDC were reassessed by IIP, the report from whom 

contained the following statements regarding PRP: 
 

1.1.3. “[an issue] causing staff across the organisation frustration are the 
performance related pay system, which is out of date and impractical given 
there is little money available to effectively reward staff…” 

 
And 

 
1.1.4. “The [PRP] system is directly linked to the appraisal system and is no 

longer fit for purpose given that there is insufficient funding to be able to 
reward people effectively for exceptional performance. It is demotivating 
when people…are then downgraded because a pre-determined matrix has 
decreed there are too many people at this level as only a certain amount of 
money available. This is particularly frustrating where managers and officers 
doing similar jobs know that their counterpart in another authority is given 
yearly increments when they themselves receive nothing… Rating people 
exceptional to poor provides a thin veneer of objectivity to a process which 
is actually highly subjective. 

 
1.1.5. Providing evidence for the PRP system is also very time-consuming for 

managers. The true measure of success is the achievement of SMART 
objectives in line with required behaviours as set down within the specified 
competencies and it is suggested that…the [appraisal and pay systems] be 
separated and reviewed with this in mind.” 

 
 
 
 

Recommendation(s): 
 
That CMT consider the options laid out in the report following and commission 
HR to take action on the preferred solutions. 



 
1.1.6. Budgets for PRP in recent years have been limited, with the mean 

increase for 2011/12 and 2012/13 having been 0.325%. 
 
1.2. Appraisals 
 

1.2.1. BDC currently operate an Appraisal system which directly links to Pay 
Progression, with the three possible scores resulting in varying levels of pay 
progression. Reviews are undertaken for all staff twice yearly, although only 
the end of year review links directly to pay. 

 
1.2.2. The return of end of year reviews to HR is often delayed, which in turn 

delays the payment of PRP. The most common reasons given by managers 
for not returning their reviews on time are that: 

 

• Their own manager has not completed theirs and that therefore they 
cannot set the objectives of their team.  

• They haven’t had time to do them.  

• Year end is too busy a time to undertake this process n.b. this is 
especially applicable to Finance, the Contact Centre and ARP. 

 
1.2.3. As part of IIP’s aforementioned report, the following recommendation has 

been made: 
 

1.2.4. “It is recommended the appraisal system be reviewed with a view to 
separating it completely from pay, eliminate scoring and focus instead upon 
the achievement of SMART objectives within the parameters of required 
behaviours and career development for the future, rewarding and 
progressing staff as they achieve the appropriate levels of competency and 
take on additional responsibilities.” 

 
1.2.5. It is recognised that at present it can be difficult to identify the basis of 

comparison to be used when scoring an individual’s performance. 
 
1.3. Reward 

 
1.3.1. BDC’s current reward strategy focuses largely on immediate financial 

benefits benefits, with little emphasis put upon the longer term or indirectly 
monetary. 

 
1.3.2. BDC’s current terms and conditions offer benefits in excess of basic 

salary, pension, leave and statutory entitlements as listed in appendix 3. 
 

1.3.3. In addition, there are various discounts and other voluntary benefits 
available to all BDC employees due to their local government employment 
such as those available at www.localauthoritydiscounts.co.uk.  

 
1.3.4. It has been suggested that cost neutral additions may be made to this 

selection, thereby enhancing the total reward package available to staff. It is 
possible that this could be provided in house. Alternatively, it may be 
possible to outsource to a reward provider. 

 
1.3.5. The staff forum has specifically requested a review of the flexitime scheme 

with a view to allowing 2 days flex per period rather than 1. 
 
 
 



 
2. OPTIONS 
 

2.1. Performance Related Pay 
 

2.1.1. Retain the current model 
 

2.1.1.1. This would result in dissatisfaction from staff and UNISON. It may 
also be perceived as a failure to develop upon the recommendations 
made following the IIP assessment, thereby having a negative impact 
upon our future re-qualification. 

 
2.1.1.2. The advantage of the current model is that it allows financial 

planning at an earlier point in time, as you can anticipate the number of 
staff that will fall within the different pay rise categories. 

 
2.1.2. Remove PRP 
 

2.1.2.1. Both IIP and UNISON favour this model, although neither have 
suggested an alternative system which could be put in to effect. 

 
2.1.2.2. It should also be noted that the Chancellor has indicated that 

‘progression pay’ will cease to be used. 
 

2.1.2.3. Given this, it should be noted that any reversion to NJC pay and 
progression would be likely to be a temporary change. 

 
2.1.3. Amend the current model 
 

2.1.3.1. Amendments to the current model may take the form of: 
 

2.1.3.1.1. Basing progression percentages on the number of people 
achieving each score, rather than setting a percentage and 
ensuring that the right number of staff fall in each category. 

 
2.1.3.1.2. Revert to the use of Cost of Living (COL) awards, rather than 

PI’s to offer clarity on the application of the increases. 
 

2.1.3.1.3. If retained, apply PI’s only to the salaries of those rated as 
performing and above, leaving the salaries of those staff rated as 
underperforming to possibly fall below the base of the grade. 

 
2.1.4. Introduce a new model  
 

2.1.4.1. On Target Earning (OTE) 
 

2.1.4.1.1. Introduce a system whereby every employees basic salary is 
reduced by a set percentage (i.e. 10%) and that they can ‘earn’ 
back the difference by meeting set performance targets. 

 
2.1.4.1.2. It should be noted that whereas it is relatively simple to measure 

progress against quantitative targets and therefore to apportion 
increases appropriately, there are a large number of roles in the 
authority which rely upon more qualitative targets. 

 
 
 



 
 
 
2.1.4.2. Locally Managed PRP budgets 
 

2.1.4.2.1. Service Managers could be given a percentage of their overall 
salary budget (i.e. 2%) to be awarded locally based upon individual 
performance each year and either consolidated or otherwise. 

 
2.1.4.2.2. The Service Manager would consider the results of the 

appraisals within their team and notify payroll of the changes to be 
made.  

 
2.1.4.2.3. This option enjoys the full support of IIP, but is felt by HR to 

present a risk, as it would be very difficult to ensure fairness and 
parity across the authority in these circumstances. 

 
2.1.4.3. Base PRP on the performance of the team as a whole, rather than 

that of an individual. 
 

2.1.4.3.1. There is a risk that the poor performance of the minority could 
affect the overall team performance and thereby reduce the award 
available to staff. However, said poor performance could be dealt 
with by the manager and any mitigating circumstances reported to 
the appraising manager at the point of the review. 

 
2.1.4.4. Introduce a Spinal Column Point (SCP) based model to either the 

existing or new scales. 
 
2.1.4.4.1. As part of this option, PRP could be formed via progression 

through the SCP’s based upon outcome of an appraisal process 
measured against defined criteria. Automatic pay progression 
would neither be required nor necessary. 

 
2.1.4.5. Adopt the ARP pay and progression rules. 
 

2.1.4.5.1. ARP currently retain automatic pay progression within their 
blended salary scales. 

 
2.1.4.5.2. It should be noted however that consultation could be 

undertaken to introduce a PRP element to their pay, whereby 
progression is subject to the outcome of their appraisals. 

 
2.1.4.6. Make non-financial awards either separately, in place of or in 

conjunction with pay progression in the form of additional annual leave.  
 

2.2. Appraisals 
 

2.2.1. Retain the current model 
 

2.2.1.1. It is felt that the system is unfair, inequitable, is applied 
inconsistently across the council and is too subjective. However, the 
current system does work after a fashion and could be retained. 

 
 
 
 



 
 

2.2.2. Remove appraisals all together 
 

2.2.2.1. Research carried out with sources such as the CIPD, has shown a 
marked lack of cohesive thinking with regards to the preferred or best 
practice model under which appraisals should be carried out. However, 
some schools of thought suggest that appraisal systems should be 
removed and replaced with frank, regular 1:1 discussions, with pay 
progression being considered separately from the outcome of any such. 

 
2.2.3. Introduce team based appraisals 
 

2.2.3.1. Cease carrying out appraisals linked to PRP for individuals, and 
instead introduce team based reviews, whereby any pay progression is 
based upon the performance of a team against their wider objectives, 
rather than that of each individual. 

 
2.2.3.2. A recent LGA survey has stated that “some argue that this model has 

the advantage of bringing teams together rather than introducing 
competitive behaviour – though this pre-supposes that there is something 
inherently wrong in all competitive behaviour, which could be seen by 
some as a typical “public sector” attitude.” 

 
2.2.4. Amend the current model 
 

2.2.4.1. Hold more regular reviews. 
 

2.2.4.1.1. Make use of the existing 1:1’s, formalising the process to be 
followed across the authority and ensuring that performance is 
monitored on a more regular basis. 

 
2.2.4.1.2. This would allow for shorter term objectives to be put in place, 

and new ones introduced on their completion. This may result in 
greater successful completion of larger strategic objectives, by 
breaking them in to smaller ‘more manageable’ pieces. 

 
2.2.4.1.3. This also allows more long term objectives to be monitored on 

an ongoing basis and ensures that employees have adequate 
support to ensure completion where it is in their control to do so. 

 
2.2.4.1.4. Conversely to the statement that more regular reviews be 

carried out, this amendment should result in less work for 
managers, who should already be carrying out the regular 1:1’s 
that the performance monitoring could be integrated with. 

 
2.2.4.1.5. There is a risk that as some managers do not carry out 1:1’s 

now, they would not do them as part of the appraisal system. 
 

2.2.4.2. Hold less regular reviews. 
 

2.2.4.2.1. There is also a school of thought which supports less regular 
reviews, with just one being carried out at the end of each year. 

 
2.2.4.2.2. There is a risk that the monitoring of performance could be 

lacking, resulting in non completion of targets and a possible 
increase in capability related incidents. 



 
 

2.2.4.2.3. The advantage is that there is less work for managers, as only 
one review per year needs to be undertaken. 

 
2.2.4.3. Separate the review and objective setting processes. 
 

2.2.4.3.1. As one of the main reasons given for not returning reviews in 
time for the deadline is that their own has not been carried out. 
This is particularly an issue as effective objective setting cannot be 
carried out until the setter knows what their own objectives are. 

 
2.2.4.3.2. The current process could be amended so that an end of year 

meeting is held to carry out a final review of performance, and a 
separate meeting is undertaken to set objectives for the coming 
year. Should the setter have had their own objectives set at the 
time of the review meeting, they could carry out the setting 
meeting at the same time without delay. 

 
2.2.4.3.3. There is a risk that the objective setting process will fall to the 

wayside. 
 

2.2.4.4. ‘Staggered’ appraisals  
 

2.2.4.4.1. Stagger the requirement for appraisals to be completed, so that 
the more senior the role the earlier the completion deadline i.e. the 
Chief Executive would be expected to carry out his/her reviews 
first, followed by the DCEO/Director, Assistant Directors and so on. 

 
2.2.4.4.2. The risk is that a delay at any one stage can then potentially 

affect the completion of further appraisals by each subsequent 
deadline. Pay progression may then be applied several months 
subsequent to completion of a review, by which time it may no 
longer be applicable as performance may have drastically altered. 

 
2.2.4.4.3. This risk could be mitigated by moving either the end of year 

appraisal deadline forward or by applying PRP with effect from a 
later date. 

 
2.2.4.5. Introduction of an underperforming element. 
 

2.2.4.5.1. Some UNISON representatives felt that by not giving a score in 
response to performance, there was a clear implication of 
underperformance. Other representatives, individuals and HR felt 
that the lack of a defined underperforming score devalues the 
scores of better performing staff. 

 
2.2.4.5.2. If an underperforming element is added as a potential outcome, 

the capability process would then commence for those staff who 
are confirmed as scoring such following their end of year review. 

 
2.2.4.5.2.1. Any performance based increase, such as the PI, should 

be withheld and not applied to their record until such a time as 
their performance has improved to satisfactory levels. 

 
2.2.4.5.2.2. Alternatively, pay could be reduced for the same period. 

 



 
2.2.4.6. Introduction of 360° feedback. 
 

2.2.4.6.1. Whilst useful and providing a less subjective review of 
performance this can be quite time consuming, especially for the 
manger, who will be required to consider feedback from multiple 
sources for each of their staff members. There is also a risk that 
feedback may not be honest due to fear of being identified. 

 
2.2.4.6.2. HR suggest that this would have limited benefit to roles with 

lower levels of responsibility, but that the appraisal of managers 
would be more greatly benefited by this. True 360° degree 
feedback process should incorporate the views of subordinates, 
which is not possible where there are no such posts. 

 
2.2.4.6.3. The level of management to which the above applies could be 

further limited, i.e. only to shared managers/CMT. 
 
2.2.4.7. Introduce countersigning as a first line moderation stage. 
 

2.2.4.7.1. At present, the rating stands until a review is taken through the 
moderation process, often some time after the appraisal is carried 
out, resulting in uncertainty for the appraisee. 

 
2.2.4.7.2. It is suggested that the managers’ manager reviews all 

appraisals undertaken by their direct reports and moderates the 
scores in the first instance, ensuring fairness and consistency 
across their service area. 

 
2.2.4.7.3. Final moderation, if deemed necessary, could then be 

considered on a ‘spot check’ or percentage basis by CMT whereby 
they choose a selection or percentage of all appraisals to review. It 
is anticipated that this would result in a smoother and more timely 
efficient process. 

 
2.2.4.8. Introduce a mathematically based scoring system. 
 

2.2.4.8.1. It is proposed that in addition to an underperforming element, 
scores are allotted on a numerical basis from 1-4 as follows: 

 

• Score of 1 = Underperforming 

• Score of 2 = Performing 

• Score of 3 = Overachieving 

• Score of 4 = Exceptional 
 

2.2.4.8.2. Based on these scores, a mathematical process could then take 
place, which could be used to contribute to the apportionment of 
salary i.e. 90th percentile receive the highest level of award, 75th 
the mid level and so forth.  

 
2.2.4.9. Rate individuals based upon performance against both their 

objectives and their behaviours, thereby ensuring that objectives are 
not only met, but that they are met in the right way. 

 
 
 



 
2.2.4.9.1. It is suggested that should we introduce such a scheme, the 

behaviours evaluated are based upon the core values of the 
council, and that a degree of weighting is given to the completion 
of objectives. 

 
2.2.4.10. Introduce clear definitions of the different levels of performance, 

ensuring that it is clear to managers what their basis of comparison 
should be when reviewing the performance of staff. 

 
2.3. Reward 
 

2.3.1. Do nothing. 
 

2.3.2. Redefine the current “core” benefits, seeking new local discounts.  
 

2.3.3. Adopt the Living Wage. 
 
2.3.3.1. The living wage is an independently set, annually updated, 

voluntary, minimum hourly rate in excess of the National Minimum 
Wage (NMW), based upon the basic cost of living in the UK. 

 
2.3.3.2. As of 4 November 2013, the living wage for those outside of 

London is £7.65 per hour, and the effect of this upon the current BDC 
grading structure is shown in appendix 4. 

 
2.3.3.3. The living wage enjoys cross party support, having received public 

support from both the Prime Minister and the Leader of the Opposition. 
 

2.3.3.4. It should be noted that whereas there are minimal employees 
currently paid below this level, there will be additional indirect affects to 
this action, such as; recruitment in the Contact Centre (where Contact 
Centre Officers are traditionally employed initially at the base of grade 
11) and a perceived devaluation of the work of those employees 
currently employed above this level i.e. at the higher areas of grade 10. 

 
2.3.4. Remove grade 12 from the salary structure. 
 

2.3.4.1. This would enable the organisation to get close to the introduction 
of the Living Wage, without any changes to grade boundaries. 

 
2.3.4.2. This would also ensure continued compliance with the NMW rate 

on its review each year. It should be noted that based the increases 
awarded over the last 3 years (between 1.8 and 2.5%), grade 12 is 
likely to be eroded by these increases and cease to exist within 4 years. 

 
2.3.5. Increase annual leave entitlements. 
 

2.3.5.1. The current basic annual leave entitlement is 22 days, rising to 27 
after 5 years service. In addition, BDC offer a minimum of 8 public 
holidays and 2 half days leave at Christmas, ½ a day of which may be 
taken at any time in December. 

 
2.3.5.2. It may allow a greater degree of flexibility and perceived reward to 

integrate the annual and Christmas leave allowances, and perhaps 
enhance this combined offering. 

 



 
2.3.5.3. BDC would still have the option under the Working Time 

Regulations to require leave to be taken at specific times i.e. for a 
Christmas shutdown. 

 
2.3.6. Introduce a flexible benefits scheme in addition to our core benefits. 

 
2.3.6.1. Unfortunately, due to our small size, some suppliers would be 

unable to include us in their schemes and still others would charge an 
inflated rate to do so. For those suppliers who are able to include us in 
their framework, we will need to define the provision we are looking for 
before they can provide us with an accurate quote. However, tentative 
estimates have been received based on current staffing levels showing 
set up fees of approximately £10,000 plus ongoing fees of £6,000 - 
£13,000 per annum. 

 
2.3.6.2. There are schemes available, under which the employer does not 

incur a cost. However, these are less beneficial than the paid for 
schemes. 

 
2.3.6.3. As an alternative, the Payroll and Reward Manager is investigating 

the possibility of initiating a partnership with another local authority in 
order to reduce the costs of any such scheme, whilst increasing the 
bargaining power available to all parties. 

 
2.3.6.4. Alternatively, a scheme could be run internally, but this would result 

in increased demand on available resources in HR due to the 
associated levels of administration. It is likely that such a scheme would 
focus on salary sacrifice options. 

 
2.3.7. Dependent upon the benefits offered, the introduction of any such scheme 

(hosted either internally or externally) encompasses many costs we may 
need to take into account, including (but not necessarily limited to): 

 
2.3.7.1. additional administration/outsourcing costs;  

 
2.3.7.2. communications materials;  

 
2.3.7.3. NI contributions - the actual costs depend on the scheme i.e. 

employees selling holiday will attract additional cost, whereas 
employees buying holiday will reduce their salary and reduce our 
contributions. 

 
2.3.8. Introduce an ‘efficiency award’, whereby staff are encouraged to develop 

initiatives to make cost efficiencies across the organisation, contributing to 
the resolution of the budget shortfall, and those initiatives that are 
successfully implemented result in a one off non-consolidated payment to 
the employee (or group of employees) responsible via the Payroll, to a pre-
defined maximum value i.e. 1% of the first year savings. This award would 
only be payable should the employee remain in employment with BDC once 
the first year savings have been recognised. 

 
2.3.8.1. UNISON feel that this may result in higher reward for those more 

senior in the organisation, who have more detailed knowledge of the 
budget and where savings may be made. 

 



 
2.3.9. Introduce “Total Reward Statements”, documents that quantify the total 

value of the benefits package an employee is entitled to receive. Salaries 
form just part of this package, and these statements are designed to 
highlight the less apparent investments that an organisation makes in their 
employees such as workplace training and holiday entitlement. 

 
2.3.9.1. With the economic crisis showing little sign of abating, and the 

continuing focus on the necessity of savings to be found by the 
authority, there has never been a better time to demonstrate to staff just 
how valued they are and the level of investment that the council makes 
in each of them. 

 
2.3.9.2. Matt Duffy, Head of Online benefits at Lorica Employee Benefits, 

one of the pre-eminent flexible benefit suppliers in the country, says, “It 
is now even more important to communicate an organisations total 
reward package in the light of low or zero pay rises, or not being able to 
introduce new benefits. Revisiting benefits that staff may have 
temporarily overlooked or do not always fully appreciate will hopefully 
remind them they are still valued as employees. Some employers are 
reinforcing their benefits policy or entitlements, but not attributing a 
monetary value. They are looking to remind employees of all the things 
they do, such as…enhanced maternity or paternity leave and access to 
employee assistance programmes.” 

 
2.3.9.3. In order for this scheme to be introduced, it would be necessary to 

have an HR/Payroll system (or interfacing system), which is able to 
generate the required statements without additional resource strain 
being placed upon the team. 

 
3. RECOMMENDATIONS 
 

3.1. Appraisals 
 

3.1.1. Introduce capacity to identify an employee as ‘underperforming’. 
3.1.2. Integrate appraisal reviews with the existing 1:1’s (introducing these if they 

are not in place), to ensure that adequate levels of support are provided and 
that targets remain applicable throughout the year. 

3.1.3. Separating the assessment and objective setting meetings. 
3.1.4. Introduce ‘first line moderation’ whereby assessments and objective 

setting are moderated by the managers manager, followed by a 10% spot 
check of targets applied, to ensure consistency across the organisation. 

3.1.5. That the completion deadlines for appraisals are staggered, with the more 
senior managers reviews being undertaken earlier in the year, so that the 
objectives of their direct reports can reflect the objectives they have been 
given. 

3.1.6. Introduce the assessment of behaviours alongside SMART targets. 
3.1.7. Employees will be given the opportunity to appeal against the targets set, 

if they feel that they are unfair, via the first line moderation process. 
3.1.8. Employees will be able to appeal if they are classified as ‘under 

performing’, via the first line moderation process. 
 
 
 
 
 
 



 
3.2. Performance Related Pay 
 

3.2.1. No salary increase to be applied to those who are identified as ‘under 
performing’ until such time as their performance reaches required levels, (as 
defined in the appraisal document,) with no arrears paid. 

3.2.2. No longer provide ‘cost of living’ salary increases, grades will be increased 
annually at the same rate as the performance increase. 

3.2.3. The apportionment of PRP to be based on the number of people who 
achieve each category, (for example, it might be decided that all employees 
who achieve ‘performing’ or higher receive 0.5% increase, the remaining 
moneys can then be split between those who receive ‘over achieving’ or 
‘exceptional’). 

 
3.3. Reward 

 
3.3.1. Adopt a flexible benefit scheme, pending a further report from the Payroll 

and Reward Manager. 
3.3.2. Adopt a ‘Total Reward’ approach to remuneration, pending confirmation 

that the new HR system is able to support this function. 
3.3.3. Provide the option for staff to purchase up to five additional days annual 

leave. 
3.3.4. Remove grade 12 from the grading system due to its potential to bring the 

salary bands below the level of the NMW, with the base of the grade being 
increased to £14,760.00 per annum. This will not preclude paying 
apprentices or interns at a lower rate should schemes be introduced. 
 

4. REASONS FOR RECOMMENDATION 
 
To ensure the fairest, most cost effective and motivating Performance and Reward 
strategies possible within current constraints. 
 

5. EXPECTED BENEFITS  
 

A good pay and benefits package is recognised as being a key component to retaining 
and motivating staff. It is expected that improvements made to the pay and benefits 
package will result in increased engagement and a more highly motivated workforce. 
 

6. IMPLICATIONS 
 

6.1. Legal By ensuing the provision of comprehensive training to managers 
regarding the setting of SMART objectives, the risk of equal pay claims by ensuring 
that differences in pay are objectively justifiable. 

 
6.2. Risks Employee dissatisfaction may lead to reductions in retention or higher 

levels of casework associated with performance and behaviour. Changes to 
contract perceived as having a negative impact may result in claims for 
wrongful/unfair dismissal. These risks shall be mitigated via comprehensive 
engagement with UNISON, the staff forum and employees. 

 
6.3. Financial As detailed within the options laid out above. 

 
6.4. Timescales It is proposed that any changes agreed are made by the close of 

the current financial year. 
 

 
 



 
6.5. Equality and Diversity The proposals contained herein are in line with the 

requirements of the Equality Act 2010. However, training will be required to ensure 
that any new scheme is applied fairly by managers. 
 

6.6. Stakeholders / Consultation Depending on the options pursued it will be 
necessary to undertake consultation with affected staff and UNISON. Changes may 
also need to be taken through the committee process. 
 

6.7. Contracts Some of the options presented above, such as the introduction of 
OTE salaries, would require substantial consultation. The resultant changes to 
contract carry a degree of risk with regards to wrongful/unfair dismissal. The 
recommended options however, are not considered to present these risks. 
 

7. WARDS/COMMUNITIES AFFECTED None directly affected. 
 
Background papers:-  

 
 
 
 
 
 
 
 
 

___________________________________________________________________ 
 
Lead Contact Officer 
Name/Post: Cal Spearman, HR Business Partner 
Telephone Number: 01362 656 896 
Email: cal.spearman@breckland.gov.uk 
 
Appendices attached to this report: 
 
Appendix 1 – IIP report 
Appendix 2 – Response from UNISON to questions regarding current systems 
Appendix 3 – Summary of non contractual benefits provided by BDC. 


