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Calls for the Government to abandon rail privatisation are becoming increasingly widespread as chaos, controversy and uncertainty dominate the

planned sell-off. Details on pages 4 & 5.

ENVIRONMENT

CHALLENGES EOC REPORT

Eight months after the publication of the Equal Opportunities
Commission's report into the gender impact of comulsory competitive ten—
dering, the Government continues to |gnore its findings.

The report highlights the serious
level of discrimination against women
as a result of CCT and challenges
Government assertions over savings.

In August, a letter to Kamlesh
Bahl, Chairwoman of the EOC, from
Environment Minister, Sir Paul
Beresford, rejected the research. He
stated that “the methodology adopted for
both elements of the study is seriously
Sflawed, throwing considerable doubt on

both sets of conclusions. We do not, there-
fore, accept the premise underlying the
Comumission’s recommendations that
CCT discriminates against women.
Neither do we accept that the policy gives
rise to net costs to the Exchequer. Rather
we stand by the view that CCT as a pol-
icy has provided substantial benefits for
local taxpayers in respect of both cost sav-
ings and service quality’.

The letter does not expand on any

reasons for rejecting the methodolo-
gy or provide any details of the so-
called benefits to taxpayers.

The Centre totally rejects the min-
ister's criticisms, we have shown that
the methodology is watertight and
more representative than any other
studies on the effects of CCT.

Clear methology
The research was based on a high-
ly rigorous and detailed methodology
which is clearly set out in the final
report. The key components of the
methodology are that:

* The case studies were drawn
from all five types of local authority -
county councils, regional councils,
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Sir Paul Beresford: Challenged research

metropolitan district councils, London
boroughs and district councils.

* Five services were included in the
study - building cleaning and educa-
tion catering, large employers of
women; refuse collection, a major
employer of men; sports and leisure
management, which employs men
and women at all levels of the service;
and in community care (not a CCT
service) - home care and residential
care services, which are major
employers of women.

* A total of 39 local authorities
were included in the research. They
had a total population of 14 million
(25% of the population of Britain).
The achieved sample was drawn
from an initial sample of 63 local
authorities. The largest cities in eight
English metropolitan areas, Scotland
and Wales, were pre-selected. The
remainder were randomly selected
within each type of authority from a
computerised database.

The sample was checked to ensure
that the authorities chosen met a
range of key criteria: a mix of urban
and rural authorities, some which
had awarded contracts to DSOs and
some which had privatised contracts,
and authorities of different political
control.

* 190 in-depth interviews were held
with a range of key personnel in the
39 authorities. Half the interviewees
were directors and senior managers:
the remainder chief officers, equal
opportunities officers, CCT staff and
local trade union officers. Four private
contractors were also interviewed.

* 15 discussion groups were held
with women working in the services to
examine the impact of CCT on
employment, service conditions and
their working lives.

* The public costs and savings
were analysed using a model with
three components - employment
change, changes in Government rev-
enue and expenditure and effects on
the local economy. The public costs
were assessed using Government data.

ADIO’s former national chair,
Cllr. Theresa Stewart, leader of
Birmingham City Council stated:
‘Embarrassingly for the Government
the report confirms what has been
known for some time that whilst the
CCT regime has badly hit jobs and
conditions of many local authority
employees, it has disproportionately
affected women. ADLO will contin-
ue to press for changes in the law to
ensure that the Government complies
with its responsibilities under the sex
discrimination legislation™.

Trade union action in Northern ireland
The Government’s response has
not deterred other organisations from
taking steps to use the findings of the
report to stop the worst excesses of the
effects of tendering on women.

As a direct result of the report,
Northern Ireland UNISON used it to
delay plans to market test hospital sup-
port services. UNISON won a judicial
review of the decision by Down
Lisburn Hospital Trust to put 500
catering, portering, security and tele-
phonist jobs out to tender. It was the
first time market testing was chal-
lenged at judicial review level, and the
first ime the impact on Northern
Ireland’s anti-discriminatory policies
were tested.

A Centre for Public Services report
for UNISON showed that tendering
would lead to the loss of 55 jobs in the
trust, mostly women who represent
80% of the ancillary workforce. It also
showed that while the trust pro-
gramme may save £400,000, the
total costs when unemployment ben-
efit payments and lost tax income
were taken into account would be
£600,000. Although the case was
eventually lost, UNISON has com-
missioned the Centre to carry out a
comprehensive audit of NHS support
services in Northern Ireland.

The EOC report has been used by
the European Trades Union
Confederation and the Social Affairs
Committee of the FEuropean
Parliament as evidence to back a call
for the withdrawal of the revised
Transfer of Undertakings Directive. In
addition, T&GWU, GMB and UNI-
SON are planning to take legal action
in the light of the research findings.
T&GWU have made a complaint to
the Buropean Commission that CCT,
particularly Part 2 of the Local
Government Act 1988, is contrary to

Environment Minister Ghallenges EOC Report

the European law relating to equal pay
and sex discrimination. The unions
are also considering applying for a
judicial review of the provisions relat-
ing to CCT in the 1988 Act, in par-
ticular a challenge to Part 2 of the Act
which prohibits local authorities hav-
ing regard to ‘non-commercial’ mat-
ters when awarding contracts.

Taking the debate further
UNISON, in conjunction with
Municipal Journal, has organised a
major conference on the findings of
the report and implications for trade
unions, which will be held in London
on 5th December 1995.

The EOC is also working with the
LGMB and CRE to develop a semi-
nar for DSO managers and elected
members on recommendations for
employers.

The Centre for Public Services is
planning a practical guide to the
application of equal opportunities in
the CCT process. There is an urgent
need to incorporate equal opportuni-
ties policies at every stage of the ten-
dering process.

“The Gender Impact of CCT in local gov-
ernment’ summary report is free-and the full
report costs £19.95. They are available from the
Publications Unit, Equal Opportunities
Commission, Overseas House, Quay Street,
Manchester M3 3HN.

‘Calculation of the national costs and sav-
ings of CCT” report available from Centre for
Public Services, 1 Sidney Street, Sheffield S1
4RG. Cost £15.00.

Labhour Party plans
to end CCT

The revised Labour Party policy for
local government, ‘Renewing
Democracy, Rebuilding Communities’,
includes the welcome abolition of CCT.
The EOC report has played a key role
in highlighting the impact of CCT, the
cost to the public purse and in mobilis-
ing support for its abolition.

Although no time commitment is
stated, tendering could be effectively
ended in the first weeks of a new
Government by the Secretary of State for
the Environment using statutory powers.
For example, services could be removed
from the ‘defined activities’ category, the
de-minimis level increased so that all
authorities fall below the specified level
and/or the percentages applying to
defined actvities could be drastically
reduced. The restrictive tendering reg-
ulations could also be changed through
the same process. The legislation itself
could then be repealed when there is
space in the legislative timetable.

Legislative change is only the first
step. Future issues of PSA will examine
these and other proposals for local gov-
ernment in more detail.
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NUCLEAR SELL-OFF
SAFETY FEARS

Controversial Government's plans to
sell off the most modern - and prof-
itable - parts of Britain's nuclear
generating industry by next summer
may already be approaching ‘melt-
down’ as concerns over safety,
boardroom splits, and insurance
costs, have come to the fore since
the sell-off was announced by
Michael Heseltine in May.

The £3 billion privatisation, which
is seen as central to the Government’s
plans to fund tax cuts prior to the next
general election, involves only
Advanced Gas-cooled and Pressurised
Water Reactors currently operated by
Nuclear Electric and Scottish Nuclear.
The older Magnox power stations,
with massive decommissioning costs,
are to remain in the public sector.

Problems for the Government
began to escalate in early August after
details of an acrimonious boardroom
split in the holding company set up by
the Government to oversee privatisa-
tion began to emerge.

The divisions, which centre on
rivalry between top executives of the
the two former nuclear generating
companies, involve allegations of a
secret deal giving former English
Nuclear Electric executives a domi-
nant position within the Scottish-
based holding company.

News of the boardroom wrangle,
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which has led to speculation about its
impact on the company’s ability to
attract investors, came just days after
the publication of a report by the
industry’s safety watchdog, the
Nuclear Installations Inspectorate,
which warned that the timetable for
the sell-off may not allow enough time
for essential safety arrangements to be
carried out.

The report highlights the implica-
tion of the breakup of management
resources-between a newly privatised
company and those reactors remain-
ing in the public sector. Some sites,
including Dungerness in Kent,
Hinckley Point in Somerset, and
Hunterston in Ayreshire have both
Magnox and Advanced Gas-cooled
Reactors which will be split between
the two companies.

Concerns about the safety of
Britain’s nuclear industry have sur-
faced at a time of growing unease
amongst opponents of privatisation
and environmentalists - hightened by
the recent near disaster at the
Angelsey nuclear power station - over
the impact of increased commercial
pressures on safety.

The Government'’s plans received
a further setback in September after
Labour’s industry spokesman, Brian
Wilson, indicated that a future Labour
government would withdraw public
insurance cover if the industry was pri-
vatised, leaving the private sector to
bear the full cost.
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Post lanes new

privatisation threat' -

Fears that plans 1o deregulate .

postal services throughout the

European Community will lead to
privatisation and ‘cherry-picking’ by
private compames ‘have emerged__

recently.
Earlier this year, the British gov—

‘ernment was forced to abandon

plans to privatise Britain’s postal ser-
vices following a major public cam-
paign led by the Communication
Workers Union (CWU). -

‘The latest threat follows feports_
that European Commissioner, Sir

Leon Brittan, is lobbying hard forj

deregulation.

The move comes at a time 'when
the Commission, which is responsible
for drafting European legislation, is
known to be divided over main-
taining universal services or increas-
ing competition.

The CWU sees the latest devel-
opment as an attempt by the
Government find alternative route to
privatisation. It has warned that
direct mail, international deliveries,
and the collecting, sorting and trans-
portation of mail, are among ser-
vices likely to be threatened by
deregulation.

EU regional aid probe

The European Commission is con-
tinuing with its investigation into the
possible misuse of EU regional devel-

opment grants in an attempt to dis-

cover whether the Government used

funds as ‘sweeteners’ to assist with
~ the privatisation of public utilities.

Earlier this year, the commission
asked ministers to supply them with
further detailed information about
the terms of privatisation sales after
expressing dissatisfaction with the
Government’s initial responses.

The Commission is particularly
interested in details surrounding the
privatisation of water, electricity,
the railways, teEecommunlcatlons
and a range of other services.

The Government could be forced

to repay over £400 million if the

commission concludes that former

public assets funded in part by EU

grants were subs_equentiy prlvatised

at a discount.



Security fears over
privatisation of arms
transponrt

The Ministry of Defence has con-
firmed that it is pressing ahead with
plans to use private contractors for
the transportation of fuel, weapons
and ammunition, despite wide-
spread concerns over security.

Over fifty haulage companies are
known to have expressed interest in
the contract, which ministers claim
will save £220 million over the next
ten years. The contract, due to start
in 1996, specifically excludes the
transportation of military person-
nel and nuclear weapons.

The National Union of Civil and
Public Services cited the move as a
clear example of the Government
putting privatisation plans before

- public safety and national security.

DTI backiracks over IT
privatisation

Ministers have been forced to
drop plans to transfer IT work at
Companies House to a private firm
following staff outrage and the
threat of industrial action.

The eight hundred staff voted
overwhelmingly in favour of indefi-
nite action after it became clear
that the DTI was planning to ask a
single firm, Hoskyns, to bid for the IT
contract. Ministers had previously
given assurances that the contract

would be put out to open competi-
tion.

Following a meeting between
unions and staff to discuss the pro-
posal Corporate Affairs Minister
Philip Oppenheim, issued a state-
ment stressing that there was no
guarantee that the company would
be awarded the contact. Hoskyns,
which has a number of similar con-
tracts with the DT, had only been
approached to see if they were
‘interested’ in the work, he insisted.

The Department subsequently
announced that it was abandoning
plans to contract out the IT work.

The union is now considerering

Rail sell-off

THE BUFFERS?

Calls for the Tories to abandon rail
privatisation are becoming increas-
ingly widespread as chaos, contro-
versy and uncertainty become the
predominate features of the gov-
ernment’s sell-off plans.

Problems for the Government have
intensified sharply over recent
months. In July a damning cross-party
report revealed that privatisation of the
industry could cost the taxpayer an
additional £600 million a year in
increased subsidies to maintain ser-
vices and falling contributions to the
Treasury.

Published by the Transport Select
Committee, chaired by former trans-
port secretary Paul Channon, the
report claims that services are likely
to deteriorate after 1997/98 when pri-
vatisation is due to be completed. It
also reveals that the complex restruc-
turing of the industry in preparation
for privatisation and uncertainties
caused by the sale has produced a
legal quagmire. This could leave the
select band of law firms and consul-
tants advising on various aspects of the
sale among the major beneficiaries of
privatisation.

Figures produced for the report by
the Department of Transport suggest
that the total cost of privatisation could
be £240 million. Experience of the
way in which official figures are cal-

culated points to the likelihood of this
being an underestimate of the true
costs. However, it is already twice that
estimated by Transport mininster
Stephen Norris a month before the
publication of the report.

Salety fears

Within weeks of its publication BR
and Railtrack officials were forced to
announce that privatisation plans
were likely to be delayved by at least six
months due to problems surrounding
the privatisation of the engineering
division of BR.

Confidential details revealed that
the thirteen separate businesses had
failed to complete safety assessments,
delaying their transfer to the private
sector.

It also became clear that, in the case
of BR’s main engineering and con-
struction operation, British Rail
Infrastructure Service, the
Government was going to approach
potential buyers directly in a crude
attempt to avoid further delays.

Further concerns over safety fol-
lowed the announcemernt, one week
after the leaking of a Railtrack report
predicting “another Clapham disas-
ter”, of the imminent privatisation of
the Derby-based Quality and Safety
Services, an important part of BR’s
safety operations. The unit, which
looks set to be purchased by a man-
agement buy-out, will have responsi-
bility for advising the newly privatised
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railways on safety procedures.

Opponents of the sale, have
warned that the break-up of the safe-
ty service will act against the public
interest. “Once again... rail safety is
threatened by privatisation. Free-mar-
ket Tory dogma has taken an inte-
grated public service and split it in
half. Part will go to a privately owned
Railtrack, whose safety record is
already highly suspect. The rest will
become a private consultancy.” said
Labour’s shadow transport spokesper-
son, Michael Meacher.

Safety concerns also surfaced in
another leaked letter from the pas-
senger franchise office to a senior
Department of Transport civil servant.
The letter warned of delays in award-
ing the franchise for the Tilbury and
Southend line after raising doubts
about the timetable for “safety clear-
ance” on new rolling stock.

Investment douhts

However, the clearest indication
that the whole privatisation pro-
gramme is spiralling into crisis came
in late August when, with the
announcement that the planned sale
of the largest prospective franchise,
InterCity West Coast Main Line,
would have to be delayed due to
doubts over funding for a £1 billion
track and signalling modernisation
programme.

It appears that Railtrack had been
reluctant to secure the necessary

investment from the government’s
Private Finance Initiative which is
geared towards raising money for
investment in the public sector.
Potental private investors are also tak-
ing an increasingly cautious view in
light of Railtrack’s questionable per-
formance and uncertainties about the
future of a privatised rail industry.

Unrealistic targets

Despite ministerial comments to
the contrary, this latest delay will
almost certainly mean that substantial
parts of the industry, possibly even a
majority, will still be in public hands
by the time of the next general elec-
tion. Originally, the Government had
hoped to sell-off over 51% by April
1996. Even the most optimistic of
forecasts predict that less than half of
this figure will be achieved by this
date.

Only three of the twenty five train
operating franchises are likely to be
working as private companies by next
April, severely curtailing the
Government’s ability to raise sub-
stantial funds from rail privatisation to
fuel tax cuts prior to the next election.
Difficulties over the privatisation of the
nuclear industry (see page 3) and the
continuing recession have added to
their problems.

There are now serious concerns
that the Government may be consid-
ering selling off Railtrack assets at a
massive discount to attract potential
buyers, many of whom have looked on

Rail sell-off

with considerable unease at the finan-
cial uncertainties and unsteady
progress towards privatisation. Initially
put at around £6 billion, some reports
suggest that the price has been revised
downwards to as little as £1.6 billion
when offset against existing liabilities.

Railtrack chief executive, John
Edmonds, recently warned that the
prospect of a Labour victory at the
general election could reduce this
figure even further. Although some
believe that statements such as these
could be used to argue for the rena-
tionalisation of the industry, in the
event of it being sold off before the
election, the Labour Party leadership
has consistently avoided any firm
commitment.

However, recent statements sug-
gesting the introduction of a strict reg-
ulatory policy for Railtrack, and a pos-
sible withdrawal of subsidies from pri-
vatised companies, are likely to worry
already nervous potential investors
even further. Labour is expected to
issue a full transportation policy state-
ment some time in the Autumn.

Insurmountable obstacles
Despite all the signs that rail pri-
vatisation is both deeply unpopular
and facing almost insurmountable
obstacles, the Government has shown
no sign of turning back.

The latest batch of operator fran-
chises, InterCity East Coast, Midland
Main Line, Gatwick Express and
Network SouthCentral, currently
employ 7,500 staff and have combined
revenues of around £470 million.

Inviting bids, franchising director,
Roger Salmon, pointedly informed BR
that they would not be allowed to take
part on the grounds that this would
discourage management-led bids.

London and Continental, which
includes Richard Branson’s Virgin
Group, and predatory bus operators
such as StageCoach, First Bus and
British Bus (the latter is currently
under investigation by the Serious
Fraud Office) are among the compa-
nies known to be interested.

It remains to be seen whether the
bids eventually submitted match up to
the “variable quality” reflecting “bid-
ders immature understanding of the
businesses concerned” reported by
the franchising office after the first
round of bids.

Whatever the case, it seems likely
that if the Government insists on con-
tinuing with privatisation, as all the
signs indicate that it will, both pas-
sengers and workers in the industry
have little to look forward to but
increasing uncertainty, chaos, further
job losses, and ultimately, a substan-
tially poorer service.
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TAKEQVERS

The privatisation and regulation of
electricity is in disarray as the pre-
dicted outburst of takeover mania
grips the industry. When the
Government privatised electricity, it
separated distribution (the 12
Regional Electricity Companies -
RECs) from power generation, which
was divided between National Power
and Powergen. Since then three RECs
have been acquired by power gen-
eration companies (see Table), one by
a US electricity company, another by
the Hanson Group, and the sixth is
subject of a takeover battle between
another US company and one of the
privatised water companies.

The twelve Regional Electricity
Companies were sold in late 1990 for
gross proceeds of £5,182m for the
Government. By the end of the first
week of share trading the value of the
companies had soared to nearly eight

billion pounds, an undervaluation of
50.5%.

The six takeovers in 1995 value the
companies concerned at £11,273m, 4
times their original sale price.

Fees honanza
Over £200m has been spent on
takeover fees to date. The main win-

HLECTRICITY TAKEOVERS
Company Sale price at Privatisation(EM) Value of Bid (Em) New Owner
Eastern 648 2,600 Hanson Group
Manweb 285 1,100 Scottish Power
Midlands 502 1,950 Powergen
NORWEB 415 1,723  North West Water
Southern 648 2,800 National Power
SWEB 295 1,100 Southern Electric (USA)
2,793 11,273
Examples of Takeover Costs: £m
Trafalgar House failed bid for Northern Electric 12
Northern Electric defence against Trafalgar 15
North West Water bid for Norweb 38
Eastern Group - takeover by Hanson Group 12
Scottish Power - takeover of Manweb 34
Southern Electric - takeover of Sweb 15
£200m spent and not a spark of electricity generated or distributed.

ners are merchant banks, stockbrokers
and lawyers who have received near-
ly a billion pounds from privatisation
todate. Merchant bankers Kleinwort
Benson acted for the Government in
the sale of all 12 companies receiving
substantial fees. They are now acting
as advisor to North West Electricity
for reported fees of £10m.

National Grid rebate mockery
The National Grid was also priva-

tised in 1990, being jointly owned by
the 12 RECs who now intend to
exploit its wvalue with a Stock
Exchange share flotation. The flotation
is expected to be valued at between £3
- £4 billion. The possible ‘rebate’ of
£50 to each electricity user is anoth-
er privatisation bribe, costing £1.2bn.
Capital gains tax has been agreed at
about £600m leaving the 12 RECs
with about £1bn.

TUPE: NEW LEGAL RULING

A ruling by the European Court of Justice, in
September 1995, could create further confusion
over the application of TUPE (Transfer of
Undertakings Protection of Employment
Regulations) to the contracting-out of public sector
services. The ruling contradicts previous decisions on
the application of the 1977 Acquired Rights Directive
and could effect its application to CCT for local

authority services.

For the last two years both local authorities and pri-
vate contractors have worked on the assumption that
TUPE applies to all competitive tendering. Where
TUPE applies, the existing workforce must be
employed on the same terms and conditions when work
is contracted out. The latest ruling may open up the
debate once again.

Wrongful Dismissal

The case concerned Rygaard, a Dane employed by
a carpentry business contracted to construct a canteen
for the Danish company, SAS Service Partner, which
was facing financial difficulties. The contract was trans-
fered to another contractor, along with three employ-
ees. When Rygaard was later given notice by his new
employer, he sued for wrongful dismissal. The Danish
court referred the matter to the European court who
stated that TUPE did not apply in such a situation and

that the directive only applies to the transfer of a sta-
ble economic entity’,

This raises once again the idea that the directive will
only apply in some contracting-out situations if assets
are transferred. It may not be sufficient to show that
materials and work in progress have been transferred.
The ruling also suggests that the length of the contract
will be an important factor in deciding whether
TUPE applies. Contractors may have to draw a dis-
tinction between a service being contracted out on a
continuous basis and one where the contractor is being
asked to undertake a specific project, adding further to
the confusion.

However, this is one particular case affecting a spe-
cific works contract and there are a further 10 cases
involving the directive before the European court.

In addition, the European TUC has been working
with the Economic and Social Affairs Committee to
ensure that the directive is not weakened. The EOC
study was used as part of the case to stop any regres-
sive revision and to call for the strengthening of the orig-
inal directive.

Without the protection of the directive, and legal
uncertainties, public sector workers are threatened and
women in particular will face discrimination in the con-
tracting process.
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MEALS STAFF

In July 1995, the House of Lords
decided that women who suffer
pay cuts to allow councils to submit
competitive bids under CCT are suf-
fering discrimination if men doing
work of equal value do not. This
judgment in the North Yorkshire
case confirms the importance of the
findings of the EOC research and
exposed the kind of discrimination
which the 1970 Equal Pay Act
sought to remove.

In July 1991, school meals staff
working for North Yorkshire County
Council in the Scarborough area
received letters stating that the school
meals staff’s hours of work had been
cut resulting in loss of wages, sick pay
and holiday retainers. The women
were dismissed and re-employed at

£3.00 an hour instead of the previous
rate of £3.30 an hour.

The key issue was that, in 1987, a
job evaluation resulted in the catering
staff being paid the same as male
employees performing various manu-
al jobs, since they were considered to
be jobs of equal value.

The school meals contract was
divided into six areas and the first con-
tract was won by the DSO, the sec-

ond lost to a contractor. The council
then decided to reduce labour costs in
order to compete for the remaining
contracts. The women were then
employed on new contracts with
worse terms and conditions whilst
their male comparators continued to
have the same terms and conditions.

Legal challenge

UNISON (then NUPE) decided to
challenge the cuts which affected
1,300 women. The women won their
tribunal case, but the council appealed
and reversed the decision. The coun-
cil argued that sex was not the deter-
mining factor and that market forces
were the reason.

Four years later, after a long and
costly legal battle, the Law Lords
found that the council reduced the
women’s wages in order to win the
CCT contracts. They ruled that the
women had been the subject of dis-
crimination and were entitled to equal
pay with men employed by the
Council who had not been treated in
the same way.

The council’s argument that it
could cut pay and conditions suc-
cessfully as the women would be
forced to accept the work because of
their domestic responsibilities was
highlighted by the Law Lords, who

overturned a previous Court of
Appeal ruling that wage reductions
were due to market forces and not sex
discrimination.

The council will have to pay out
£2m in back pay. The council has also
wasted £1m on legal fees.As a result
of the ruling. Cheshire County
Council is expected to accept trade
union demands that it restores sick pay
and holiday entitlements previously
paid to 1,400 school cleaners. In July
1993, the DSO reduced these bene-
fits whilst competing with the private
sector for the school meals contract.
The county could face a bill of £1m.

Need to assess erquality issues

Local authorities will have to take
equality considerations more serious-
ly following the case. They will have
to take the debate away from cost cut-
ting. The finding could also have
implications for the implementation of
TUPE. UNISON is arguing that an
equality clause goes with staff on a rel-
evant transfer, entitling them to con-
tinue to use local authority compara-
tors. The union will be issuing advice
to branches on the implications of the
victory.

COURT RULES AGAINST GONTRACTORS' CARTEL

Evidence of collusion between some private firmsina
bid to win public contracts was confirmed earlier this
year when the Restrictive Practices Court ruled that a
price-rigging and market-sharing agreement involving
eleven grounds maintenance contractors was against
the public interest.

The court case, which followed an mvestigation by the
Office of Fair Trading into tendering patterns, heard evi-
dence that the contractors were operating an unlawful car-
tel.

Members of the cartel colluded in the setting of ten-
der rates and agreed not to outbid one another. Four of
the firms also agreed not to submit bids for contracts
already held by the four, if the incumbent contractor
wished to retain them.

The extent of the cartel’s activity was highlighted in a
memorandum on the Public Register of Restrictive
Trading Agreements by the Director General of Fair
Trading, Jeffrey Preston, which lists a total of 82 contracts
covered by the agreement. It is clear from the memo-

randum that the list was not intended to be exhaustive.

The eleven firms, G. Burley and Sons Litd., Cliff Evans
(Knockin) Ltd., R. Hewison and Sons, Landscape
Maintenance 1itd., Mitchell and Struthers (Contracts) Lid.,
J.V. Strong and Company Ltd., Tonrin Contractors Ltd.,
Turfsoil Litd., AAH Environmental Services Ltd., and
Welborn Sportsgrounds Ltd., have given an undertaking
to the court that they will cease operating the cartel and
refrain from entering into any similar arrangements.

Commenting on the case, the Director General of Fair
Trading, stressed that secret cartels were ‘unlawful’ and
‘reduced efficiency’. “Secret price-fixing agreements
invariably result in the exploitation of customers, and in
this case the taxpayer who was called upon to foot the bill,”
he said.

The Office of Fair Trading is continuing with similar
investigations into catering contracts in the Ministry of
Defence. There have also been calls for them to extend
their investigations into cartels and loss-leading bids to
other contracting areas, such as refuse collection. In 1991,
all but two of the top nine refuse contractors holding a
total of 120 contracts were making losses.
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Private Prisons

As news emerges that the Home
Office is seeking £100 million of
private investment to build two
Alcatraz-style maximum security
prisons Stephan Nathan examines
the developing global market in
‘correction’ institutions and services.

The Government’s private prisons
policy started as an experiment and
now has a twenty year sentence. Yet
fundamental questions surrounding
the ethics, morality and legitimavy of
privatising prisons, the accountability
and probity of the companies
involved, and the influence on justice
policy making of a ‘penal industrial
complex’, remain unresolved. Further,
neither the industry nor this — or any
— government have proved unequiv-
ocally that privatisation is cheaper,
more efficient or more innovative than
the public sector.

The first private prison was pro-
posed by the Home Affairs Select
Committee in 1987. Wolds Remand
Prison opened in April 1992, run by
Group 4. Although its operation was
supposed to have been independent-
ly evaluated before any further pri-
vatisation took place, the programme
was soon extended to one tenth of the
(then) prison estates of around 130
establishments.

So far, four new prisons holding a
total of some 2,000 prisoners are man-
aged privately under five year renew-
able contracts. They are Wolds on
Humberside, Blakenhurst near
Redditch, Doncaster, and Buckley
Hall near Rochdale. The recently
refurbished Strangeways prison was
market tested and the in-house bid
won — the only time a prison service
bid has been allowed for a prison con-
tract.

Union Representation

Nine trade unions have members in
the prison service. The largest, the
Prison Officers Association, does not
recruit in the private sector. Group 4
has an agreement with the GMB’s
Apex but union membership is low at
Wolds and Buckley Hall. No unions
are recognised at Blakenhurst and
Doncaster. Private sector wages and

conditions are not comparable with the
Prison Service and Group 4 has
locally varied rates for its prisoner cus-
tody officers.

Twentyfive year contracts to
design, construct, manage and finance
(DCMF) two new prisons at
Bridgend and Fazakerley have also
been awarded to Group 4/Tarmac
(Fazakerley) and Securicor/Seifert/
Atkins (Bridgend). Both prisons are
expected to cost around /£50m each
and open in 1997. The companies will
be paid fees for making places avail-
able and achieving performance tar-
gets, having refused the Home
Office’s initial plan to relate payments
to the number of prisoners accom-
modated.

Almost all of the prisoner escort
services in England and Wales have
been privatised with the rest about to
be hived off. Contracts for the first
two of the five DCMF contracts for
secure training centres for young
people are to be awarded soon.

New prisons at Salford, Telford
and one covering the NE
London/Essex area will also be let on
DCMF contracts. At least one other
existing prison is to be market tested.

Creeping Privatisation
In addition, ancillary services such
as catering and shops in some prisons
have been contracted out, while in the
prison service itself and the Home
Office generally, a range of other ser-
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vices have been contracted out. Other
parts of the criminal justice system
have also been privatised. For exam-
ple, Group 4 now runs immigration
detention centres at Oxford and
London while Securicor and
Geografix operate pilot schemes for
the electronic tagging of offenders in
Reading, Norwich and Manchester.

PLANS T0 BOOST PRIVATE INVESTMENT

The Prison Service recently invited Coopers and Lybrand to assess how far the
government's Private Finance Initiative might be extended. The consultants
reported that “there is considerable scope” for private contractors to refurbish
and manage whole prisons; take over functions such as catering, heath care,
prison industry workshops, non-core administration projects, Closed Circuit TV,
search facilities, and new IT and communications projects. Also, staff quarters
could be sold off to housing associations and high technology companies could
provide ways of monitoring and/or controlling the movement of prisoners around
prisons. They also warned of the risk of “the impact on industrial relations of
a policy which will lead to the private sector replacing prison service jobs,” the
need for careful phasing and “a policy decision on the acceptable rate of trans-
fer of prisons to the private sector.” The second stage of the study will include
discussions with “potential PFl bidders to test their interest further.” '
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Secret Costs

The financial details of contracts
are kept secret on the grounds of com-
mercial confidentiality. Only the over-
all prison and escorts contracts over
five years at the time of their award is
published (see opposite).

No comparable figures
The Prison Service claims that pri-
vate prison costs are 25-30 per cent
below comparable public sector estab-
lishments. However, no figures are
available in a form that allows prop-
er comparison.

Private Prisons

Company Conbraet . N
Group 4 Remand Services Ltd WoldsPrisen . = = = 215
Group 4 Prison Services Ltd BuckleyHall 330
Group 4 Court Services Ltd ArcadEscort a7
Group 4 Court Services Ltd AreabEscort = GO0
Group 4 Court Services Ltd Area 7 Escort - 410
Securicor Custodial Services Ltd Arsa3Escot 96.0
Premier Priosn Servies Ltd DoncasterPrison ~ 66.0
UK_ Detention Services Ltd Blakenhurst Prison - 50
TOTAL - ' 4305

» The projected cost the Woids is now £29.87m
Wackenhut + Serco = Premier Priosn Services Ltd
CCA + John Mowlem + Sir Robt. McAplme UK Detention Serwces Ltd

The Glohal

It is generally thought that after the
US, the UK was the first to privatise
Prisons. But the State of Queensland
in Australia opened its first private
prison in 1990. The two largest
American prison contractors
Corrections Corporation of America

Photo: MARTIN JENKINSON

Market

(CCA) and Wackenhut Corrections
Corporation also currency dominate
in Australia, where by 1997 the State
of Victoria alone will have over 50 per
cent of its prisoners held privately.
CCA also has a court escort contract
in Melbourne. Group 4 recently won

a contract in South Australia.

In the US, the private prisoner pop-
ulation has been stuck at below two
per cent for ten years. Now some
$7.9bn of federal money is being
made available for new prisons, most
of which will be privately built and
run.

Wackenhut’s first contract negoti-
ations in Canada have been suspend-
ed pending further investigation. New
Zealand recently passed enabling leg-
islation to privatise prisons.

Elsewhere in Europe, Belgium and
the German federal state of Berlin
each have a prison being built (but not
run) privately. A recent survey
revealed that Italy, Denmark, the
Netherlands, Finland, Iceland,
Luxembourg, the Czech and Slovak
Republics and at least six German
regional authorities are not consider-
ing private prisons.

But  Wackenhut Correction
Corporation’s most recent annual
report stated that it is “preparing for
the third millennium and the global-
ization of privatized corrections” and
that while “the international market-
place still reflects the dominance of the
United Kingdom and
Australia.....other countries in Europe
and South America are in various
stages of considering the privatisation
option.”
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1SS COMPLAINS ABOUT
WAGE CUTTING!

Having lost a £2.5m contract at
Heathrow Airport, 1SS, the worlds’
largest cleaning contractor, has had the
cheek to complain about being under-
cut by another contractor! Another
firm, PCL, had submitted a lower bid
with lower rates of pay. 1SS built up its
market share by precisely the same

~ practice and has consistently undercut
NHS and local authority pay rates in
order to win contracts.

The head of IS5's European opera-
tions has called for a national minimum
wage. The firm is trying to reposition
itself as a ‘good employer’. Whether ISS
cleaners employed on NHS or local
authority contracts see any tangible
benefit remains to be seen.

CGT CONTRACT LENGTHS

The Department of the
Environment has introduced new min-
imum and maximum lengths for new
CCT contracts in manual services, to
take effect immediately.

Service Minimum  Maximum
Noofyears Noof years
Refuse Collection 6 10
Other Cleaning 5 10
Grounds Maint. 5 7
Vehicle Maint. 5 7
Sports & Leisure 5 10

- The contract periods for building
cleaning, catering and the additional
manual and white collar services
remain the same.

BROKEN PROMISES

In May 1994 Capita Managed
Services started a £4.4m Revenue
Collection services contract for the
London Borough of Bromley. TUPE
applied and Capita stated that they
intended to gain additional work to
help secure jobs and may even increase
employment.

Six weeks later, without warning, 6
staff were made redundant and had to
leave immediately. A seventh, on sick
leave, was visited at home and issued
with a redundancy notice. The seven
staff had over 100 years service com-
hined experience. UNISON took legal
action on behalf of three members and
won an out of court settlement of

- £15,000. Capita immediately derecog-
nised the union as soon as legal action
started and although the firm agreed
to recognise the union as part of the
settlement it has not done so to date.
They have made clear that any recog-
nition will not cover terms and condi-
tions.
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COUNTS THE COST

East Midlands UNISON has pub-
lished a regional study of the effects
of CCT and cuts in local authority
expenditure. The study highlights
the impact of CCT on women, based
on a regional assessment of the
recent national Equal Opportunities
Commission study, and the effects of
local authority spending cuts.

Joh loss for women

4,000 jobs have been lost in the
East Midlands directly as a result of
CCT in building cleaning, education
catering, refuse collection and sports
and leisure management. Women’s
employment accounted for 96% of the
job losses. This is despite the fact that
DSOs in the region have increased the
proportion of contracts won in-house,
measured by contract value, which is
now well in excess of national per-
formance.

There has also been a substantial
increase in the use of temporary staff
- in one county council 25% (500) of
cleaners are on temporary contracts.
Employment of black people in cater-
ing and cleaning was minimal in the
region and there had been no signif-
icant increase since the introduction of
CCT in 1988.

Staff in community care services in
the region were subject to the same
pressures - loss of jobs, flexible work-
ing hours, increased casualisation.

Equal opportunities policies were
generally under-developed and not
applied to the CCT process in many
of the region’s authorities.

The public cost of CCT
CCT in the East Midlands has cost

the Government £56m over the past
seven years.

The region is top of the league
table in the amount of net surplus on
DILO and DSO accounts calculated
on a per head of population basis. Five
DSOs in the East Midlands account-
ed for nearly 20% of the £17.4m sur-
plus in the EOC study. Female dom-
inated services accounted for 98% of
the surplus in the East Midlands, in
contrast to 64% of the surplus nation-
ally.

Effect on the regional economy

There would be over 9,000 more
jobs in the East Midlands if the
Government had not imposed CCT
and budget cuts on local authorities.
The region also has a marked gender
difference in average earnings.
Women in the East Midlands have the
lowest average gross weekly earnings
in Britain but the region is ranked
fourth for men’s average weekly earn-
ings.

These problems are exacerbated by
Government spending curbs. The
East Midlands region has the lowest
estimated net revenue expenditure
change for 1995/96 compared to the
previous years expenditure - less than
a quarter of the average expenditure
change for England.

The report also sets out the impor-
tance of local authority capital and
revenue spending to meet people’s
needs, provide essential services,
encourage economic development
and support the regional economy.

Counting the Cost is priced at
£10.00 (£3.00 for UNISON branch-
es) from UNISON East Midlands, 6
Sherwood Rise, Nottingham NG7
6]S. Tel. 0115 960 3522
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The Privatisation of Gouncil Housing

COMPANIES?

The Housing White Paper “Our
Future Homes’' was published in
late June 1995 and will be followed
by a Housing Bill in the next session
of Parliament. The Government
plans a series of major changes
including extending home owner-
ship and private renting, the repeal
of homelessness regulations, pro-
bationary tenancies to combat anti-
social behaviour, and encouraging
local authorities to become enablers
rather than providers of housing.

It is under this latter proposal
that the Government proposes to
encourage further large scale vol-
untary transfers, promote the
emergence of new types of social
landlords, including local housing
companies, and allow private
developers access to Housing
Association Grants. This article
examines the proposed rules for
housing companies and the issues
at stake.

Privatisation strategy

The Government is intent on end-
g council housing. The expansion of
housing associations, planned by the
1970-74 Conservative (zovernment,
and started by the last Labour
Government, was the first part of this
strategy. This created a situation in
which an increasing proportion of
housing investment was deliberately
diverted from local authorities.

The Right to Buy council houses,
large scale voluntary transfers,
Housing Action Trusts and the failed
Tenants Choice and Rents to
Mortgages policies, together with

BSEESNSTRUCTED BY . o
Direstorate of Tonstruction Service
Hetil Hovse, . og
1-9 Westgate Street
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CCT for housing management, are
aimed at reducing the role of local
authorities and imposing market led
and/or private sector alternatives.
Housing companies are but the latest
attempt to develop this strategy. The
White Paper states that the
Government wants to break away
from “the tradition of large monop-
oly local authority landlords by trans-
ferring existing council housing to new
landlords.”

The Private Finance Initiative

The latest proposals underline the
Government’s commitment to the
Private Finance Initiative (PFI) which
1s being applied to all parts of the pub-
lic sector. It means that no substan-
tial public investment can take place
without private sector involvement.
Design, Build, Finance and Operate
(DBFO) schemes mean that private
contractors carry out the entire con-
struction process and then run the ser-
vices for a 20 -25 year period.

What is a 'new social landlord'?
The Government proposes three
fundamental tests of suitability which
also cover local housing companies:

* all new landlords are authorised
by the Housing Corporation

* no single interest group must be
in the majority in not-for-profit organ-
isations

* all new landlords are genuinely
private sector bodies.

The only difference between local
housing companies and other social
landlords is the means by which they
must demonstrate they are private sec-
tor companies. This could be done by
the local housing company’s Articles

& Flals
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of Association to make it illegal for the
directors to take any action which will
enable the company to be classified as
a public sector company. Local hous-
ing companies in which the local
authority has a stake will be covered
by Sections 68 and 69 of the Local
Government Act 1989 and the Local
Authorities (Companies) Order 1995.

Since only designated private sec-
tor companies will be permitted, this
means:

- companies in which the local
authority has less than a 20% share
interest.

- companies in which the local
authority has 20% or more of the
directors or voting members, has a
business relationship with the local
authority, and where the authority
does not have a dominant influence in
the company either through a share-
holding, the number of directors, or
voting rights. The Government has
not prescribed a percentage of share-
holding or board representation as
constituting a ‘dominant influence’.
Each company will have to demon-
strate to the Housing Corporation that
it qualifies as a private sector compa-
ny.

Anyone who thinks that local hous-
ing companies can be the existing
housing department in all but name,
or that local authorities will have a
major role in such companies, is in for
a shock. Local housing companies
will be private companies, operat-
ing business and commercial prac-
tices. Local authorities will have a
minority interest. Some companies will
be non-profit making. There will be
scope for local non-profit companies
controlled mainly by tenants, trade
union and representatives from com-
munity organisations. But they will
have to meet all the above criteria and
be able to raise substantial finance
from the private sector.

This means that non-profit or
profit making companies will have to:

- adopt a commercial approach to
jobs, pay and conditions of service

- satisfy the demands of financial
institutions

- prepare and implement a business
plan

11



The Privatisation of Council Housing

Tocal housing companies will have
to seek private finance from banks and
other financial institutions to cover the
transfer price of the stock and the cost
of any necessary repairs and mainte-
nance. This is the way that LSVTs
have been financed to date.

Which estates?

The Consultation Paper identifies
three types of transfer:

1. Traditional LSVTs covering
“relatively good quality stock with low
debt in shire areas, suburbs and
smaller towns.”

2. Better housing in urban
authorities which may need some
investment and may have higher lev-
els of debt. They may have a “posi-
tive value” and “transfers are likely to
provide reasonable security for fun-
ders” and could “bring financial gains
for central and local government.”

3. Poorer housing in urban
authorities which will “have a low or
negative value because of the high
level of catch up and future repairs
needed.....Security for funders may be
poor and some form of additional
public expenditure may be necessary
to bring estates into a condition where
private finance will be available.”

“The Government naturally wishes to
encourage transfers of the second type
because they have the potential to com-
bine substantial housing tmprovements
with financial savings. Although 1t is not
possible to put figures on it, the
Government expects that only a minor-
1y of potential transfers in urban areas
will fall into this category with long term
public expenditure savings.”
(Consultation Paper)

The Government is to encourage
local authorities to prepare packages
of estates from groups two and three
above “which are cost effective and
taken together represent reasonable
security for funders.”

Transfer restrictions
The Government has proposed
certain restrictions on the number of
dwellings in any one transfer:

* An upper limit of average 5,000
dwellings for each transfer - larger
authoritiecs can have up to 8,000
dwellings in a transfer.

* A financial limit is imposed
annually within DoE’s Housing
Programme to cover the additional
cost of Housing Benefit and Housing
Revenue Account Subsidy. This will
in effect place a ceiling on the num-
ber of transfers allowed in any one
year.

* All transfers will be voluntary and
subject to a tenants’ ballot.

Local council invelvement
The Joseph Rowntree study into
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local housing companies argued the
potential of companies “with a sub-
stantial degree of local council involve-
ment” and claimed that “they offer
the prospect, not of the end of coun-
cil housing, but of a fitting and ben-
eficial evolution.” This is pie in the sky
because the Government has no
intention of allowing councils anything
more than a minority involvement.
They are not an alternative within
council housing, an evolution, or a
new development in public housing.
The argument is simple. Local hous-
ing companies equals private compa-
nies equals privatisation.

Unlocking new investment

The case for local housing com-
panies is primarily based on ‘Zhe
search for increased housing invest-
ment” and unlocking public assets to
increase investment. “The main bene-
Jit is increased investment in the trans-
Jerred stock”. (Consultation Paper)
The basic concept is to transfer coun-
cil housing to the private sector, the
new landlord borrows money to
finance the transfer and any new
investment from the private sector, for
example banks and building societies,
which is outside the limits imposed on
local authority capital spending and
does not count as part of the Public
Sector Borrowing Requirement
(PSBR). Local housing companies will
also be able to bid for Housing
Association Grant (HAGQG) in order to
develop new housing schemes.

But it is not a case of privatisation
or no investment. The Government
could increase investment in local
authority housing by allowing them to
borrow to finance investment in the
way it has always been done, and still
is for most other new public sector
building. Sixteen years of
Conservative rule have not eroded the
basic advantages of a socialised coun-
cil housing system under which rents
are pooled and eventually pay off
loans. There is nothing wrong with the
basic concept of council housing: it is
based on the same principles as the
National Health Service. Minor
changes to the organisation of coun-
cil housing and/or the rules governing
public investment could eliminate the
current restrictions.

Council housing is no longer sub-
sidised from the public purse.
Housing Revenue Accounts (HRAs)
now produce a surplus (£66m last
year and £298m in 1995/96) which
currently contributes towards the cost
of housing benefit. It could however,
be used to finance substantial new
investment in council housing.

Usable receipts
Tocal authorities must use the
money received from sell-offs to

reduce Housing Revenue Account
(HRA) debt. If HRA debt is greater
than the net receipt, all of it must be
used to pay-off debt. In other cir-
cumstances, a minimum of 75% of a
receipt must be used to pay off debt.
If the receipt exceeds outstanding
HRA debt, 20% of the remaining cash
is payable to the Government and the
remainder can be used by the local
authority.

Tenants rights and rents

The Government is primarily con-
cerned with the “security for funders”
and not security for tenants. Tenants
will have less security. Rents will
inevitably rise because of the higher
costs of raising private sector finance
and VAT being charged on private
company expenditure. Rents in
LSVTs have been held down for a
three — five year period but have
increased by 10% or more annually
after that period. A two tier rent struc-
ture is introduced immediately on
transfer with all new tenants paying
50%-100%  higher rents. The
Government is proposing to introduce
the same formula to regulate rent
increases as they have used to regu-
late gas, water, electricity and tele-
phone charges, the Retail Price Index
plus, or minus, a given factor (know
as RPI+/-X). The X factor will be
reviewed every five years. The formula
will apply to all landlords developing
social housing.

TUPE will give limited protection

The Transfer of Undertaking
Regulations will certainly apply.
However, there are loopholes in the
regulations which enable employers to
change staffing levels, terms and con-
ditions within weeks or months of
transfer. The formation of local hous-
ing companies will further fragment
trade union organisation and bar-
gaining.

Enabling role for local authorities

“Ireeing local authorities to con-
centrate on their enabling role” is how
the Government views transfers.
Local authorities will not be providers
of housing but will concentrate on
“addressing the housing needs of
their area.” There is not the space for
a detailed criticism of ‘enabling’ bur it
will mean the end of the direct rela-
tionship between policy and practice,
the loss of direct democratic control
over service delivery and the margin-
alisation of local authorities.

Public cost of transfers

Whilst some transfers may bring
savings, “the Government recognises
that many, perhaps most, transfers will
have costs for the public sector.”
Consultants and financial advisers
fees alone have cost over £130m in
transfers to date (see box).
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Key issues to consitder
The number of tenants and
trade union representatives and
Councillors proposed for the comni-
pany’s board of directors.

It is not the number of represen-
tatives but their collective influence -
companies will be private sector com-
panies and will have to prove to the
financial institutions that they are
sound. The banks will be looking for
‘business’ experience. Tenant and
trade union involvement is often
exaggerated in order to get them ‘on
board’ and rarely turns out at the level
first mooted. Remember, all arrange-
ments will have to be approved by the
Housing Corporation and pass the
‘private company’ test.

Let’s proceed because a Labour
Government will change the rules

The Labour Party’s housing team
are keen advocates of local housing
companies. No assumptions can be
made about what changes they may or
may not make to change the rules.
Since the main case for local housing
companies is the ability to raise private
capital, the banks and financial insti-
tutions will have a big say in any rule
changes.

Cherry picking the estates n
good condition with low debt

Local housing companies will be
seeking out the estates in relatively
good condition and with low debt
repayment and where much of the
original cost of the housing has been
repaid. This will leave local authori-
ties with only the estates in poor con-
dition and high costs. They will have
fewer resources for the estates in great-
est need which can only further resid-
ualise council housing and increase
social polarisation. It will also divert
management skills and experience to
housing companies with more easily
managed estates.

Cherry-picking will be inevitable -
the Government has specifically stat-
ed it wants the better estates trans-
ferred. Its financial controls will limit
the annual number of transfers and the
financial institutions will channel
finance to the more secure invest-
ments.

A Iocal housing company will
remain local

This is unlikely. Housing compa-
nies will be involved in takeovers and
mergers like most other private sector
companies. They will want economies
of scale just as housing associations
have grown and merged - the sector
is now dominated by national and
regional associations. The ‘local’
emphasis is unlikely to last very long.

They will concentrate on
improving housing services to ten-

The Privatisation of Gouncil Housing

ants

This may initially be the case but,
as private sector companies, they will
be free to diversify into other services
and activities. For example, they
could tender for repairs and mainte-
nance, housing management, com-
munity care or other service contracts
or seek to takeover DSOs in their own
or neighbouring authorities.

But won’t the Housing
Corporation strictly regulate their
activities?

There will be regulations both to
ensure that they are private sector
companies and operate as such and to
safeguard the use of public money and
tenants interests. But it will be the pri-
vate lenders who will call the tune.
Too much regulation will deter private
investment.

We should examine the options

Those who are committed to
establishing local housing companies
often want to examine the options,
when in fact they want to start the
process of transfer. Once started,
and money is committed to consul-
tants, it gains momentum and is
more difficult to stop. Any examina-
tion of options must be carefully
planned and be genuine, with
resources applied equally to all the
options.

Remember, there is no turning
back once a local housing company
takes over control. The company’s
rules will prohibit any transfer back to
the public sector.

Independent consultants?

Local housing companies and fur-
ther large scale voluntary transfers rep-
resent big business for management
and housing consultants. Their degree
of independence is important - most
are not anyway - but their politics,
ability to supply strategic advice and
their longer vested interest in local
housing companies is vitally important.

Don’t rely on winning tenants
ballots

Don’t wait, win the argument
before a ballot. By that time those
committed to local housing companies
will be well entrenched and the
resources at their disposal will usual-
ly far outweigh those of the opposition.

Why do some Directors of
Housing support housing com-
panies?

The Chartered Institute of
Housing (CIoH) are one of the main
proponents of housing companies.
They believe that they are “the best
solution” and are annoyed that the
media present housing companies as
privatisation. Privatisation they cer-
tainly are. Just why the CloH and

Public Service Action 51 © Centre for Public Services

some senior housing officers are so
interested in housing companies is less
certain.

Further proposals for housing
companies will be published shortly.
The Department of the
Environment’s Joint Study of Stock
Options, involving Sheffield,
Middlesbrough, Camden and two
other authorities, is “still in progress”.
The DoE also plans to issue new
Guidelines for Targe Scale Voluntary
Transfers by the end of 1995.

References: OQOur  Future  Homes:
Opportunity, Choice, Responsibility, White
Paper, June 1995. More Choice in the Social
Rented Sector, Consultation Paper, July 1995,
Local Housing Companies: New opportunities
for Council Housing, Joseph Rowntree
Foundation, March 1993,

The LSVT stm'y S0 fan

Some of the key points from DoE
research report:

e 40 transfers had been complet-
ed by March 1995 financed by £2.6 bil-
lion private capital.

® The cost of transfer was £80.5m,
an average 5% of the purchase price,
for consultants fees, legal costs, ten-
ants consultation and other costs but
excluding all the costs borne by local
authorities. Additional costs estimat-
ed at £50m were incurred for 22
unsuccessful LSVT ballots and 18 aban-
doned schemes.

e Only two LSVT associations
achieved their planned three year
programme of new housing devel-
opment in nine case study transfers.

e Most local authorities which
transferred their stock have disband-
ed their Housing Committee.

* “Analysis of performance trends
was plagued by data limitations, while
interpretation was difficult since it will
never be known what changes would
have occurred anyway without trans-
fer.”

e 58% and 46% of tenants sur-
veyed on 19 specific services in two
detailed case studies considered that
the service was about the same after
transfer as it was before.

e The study did not investigate
changes in staffing levels, terms and
conditions.

Evaluating Large Scale Voluntary Transfer of
Local Authority Housing, HMSO, 1995.




FRSONNEL SECTOR ANALYSIS

CCT contracts for Personnel Services
must start on 1 October 1996. Local
authorities will have to tender 30%
of their personnel work, although
those which spend less than
£400,000 per annum on the service
will be exempt. The following is a
brief summary of main private sec-
tor firms currently supplying per-
sonnel services to local authorities.

A wide range of activities come
under the personnel umbrella:

Corporate and advisory work
Organisational development
Human resource management
Training and development

Pay and non-pay benefits

Equal opportunities

Health, safety and welfare
Industrial and employee relations
Client-side role

There are three types of private
contractor:

1. Management consultants: advice
on organisational and management
services and training

2. Employment agencies: supply of
temporary staff and recruitment of
permanent staff

3. Small consultancies and indi-
viduals: training, counselling and a
wide variety of specialist work.

The personnel sector is highly
fragmented. KPMG’s study for the
Department of the Environment cov-
ered 22 sample authorities and indi-
cated around 20% of personnel ser-
vices are already provided by consul-
tants and contractors - training
accounts for three quarters of con-
tracted out work. There are some
7,000 organisations such as recruit-
ment consultants, testing and assess-
ment, training, counselling, and man-
agement consultancy.

Management consultants

Human resources accounted for
only 3.6% of management consultan-
cy fee income in local government in
1994, well behind the main services of
financial management (20.1%), strat-
egy and organisation (19.3%), change
management (17.5%), information
technology (17.0%) and market test-
ing (15.7%).
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The major management consultancies in 1994/95 ranked by fee income

Fee income £m % of Total Fee Income £m

Management Consultancy

Arthur Andersen . : 284 53
Coopers & Lybrand 136 _ 24
Ernst & Young 88 - 22
Touche Ross 86 - 25
KPMG 85 16

Price Waterhouse 84 _ 22

Source: “Management Consultancy”, June 1995

Other management consultants  for temporary and permanent place-

which specialise in personnel work
include William Mercer Fraser, PA
Consulting Group, Hay Management
Consultants P-E Consulting, Capita
and Towers Perrin.

Employment agencies
There is evidence that the demand

ments is increasing. A Federation of
Recruitment & Employment Special-
ists (FRES) survey revealed that over-
all turnover, including fees for per-
manent outplacement and fees from
temporary or contract worker place-
ments, rose 29% in 1994 to £10.3bn.

Major employment agencies in Britain

Group Main Subsidiaries No of No of
Turnover branches  staff f£m
Employment Service JobCentres 1,200 - -
Manpower Brook Street 300 141
Manpower
Reliance
Reed Executive plc 205 800 84
Alfred Marks Bureau Centacom 120 480 69
(Adia International SA) Alfred Marks
Task Force
Nestor-BNA PLC British Nursing Assoc 107 500 46
Nestor Medical Services
Hays Personnel Services Accountancy Personnel 100 n/a n/a
Blue Arrow 80 500 44
Kelly Employment 60 350 n/a
HMS (BET) . Atlas 50 260 35
Select Appointments PLC 50 200 90
Office Angels Ltd 44 n/a 41
ECCO Employment 43 n/a n/a

Source: Employment Agencies, Key Note Report, 1994

KEY DEVELOPMENTS

National Agreements

Large firms are being encouraged
to negotiate national agreements with
the main employment agencies in
which the company agrees to use the
agency exclusively for a planned
workload and budget.

Managed services - new employ-
ment services and contracting out

The large employment agencies are
expanding their role supervising tem-
porary staff at the client’s workplace,
with agency managers being respon-
sible for the staffing, management and
productivity of temporary staff.

For example, Reed Employment
employs 350 staff for Mercury
Communications’ new data-entry cen-
tre in Glasgow. Staff are employed
and managed by Reed on weekly con-
tracts with three weeks holiday, eight

statutory days holiday and a loyalty
bonus but do not receive sick pay or
maternity leave. Reed described man-
aged services as “..a form of part-
nership, enabling clients to make
cost-effective use of employment
agencies.”

Longer term effect of Facilities
Management

The growth of FM contracts will
have an increasing impact on the level
of personnel services. FM contracts
cover a wide range of services and
hence a relatively large number of
staff. The letting of one contract can
thus have a far greater impact than the
accumulated effects of a few separate
service contracts.

* Copies of the full Personnel Sector Analysis
are available from UNISON, 1 Mabledon Place,
London WCI1H 9A4F. Tel 0171-388 2366

Public Service Action 51 © Gentre for Public Services
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Report highlights dangers of ‘externalisation’

INALISATION

UNDER SCRUTINY'

~ An Advice Note by t
ey ._ardmatm Camnnttee on CCY
(Septemher 995) '

‘Externalisation’ is becoming an
increasingly common feature on some
local authority agendas.

‘Externalisation Under Scrutiny’,
produced by the Local Government
Information Unit as an advice note by
the National Co-ordinating
Committee on Compulsory
Competitive Tendering, is therefore
extremely timely.

Starting with an explanation of
what is meant by ‘externalisation’, the
different forms it can adopt, and how
this differs from Compulsory
Competitive Tendering, the report
stresses that externalisation goes
beyond contracting out.

It also argues that, while the loss of
in-house service provision under
CCT obviously effects arrangements
for service delivery in the short-term,
this is not as damaging as externali-
sation which it sees as a move towards
the long-term re-structuring of pub-
lic services and local government.

Countering the view of those who
sce externalisation as a means of
avoiding CCT, the report stresses that,
despite the difficulties imposed by leg-
islative constraints, DSOs are capable
of functioning successfully under
CCT by ensuring organisational effi-
ciency and by maximising trading
opportunities, both inside and outside
councils, By adopting such an
approach, DSOs have proved that
they are able to compete and provide
more effective services than the private
sector, and have retained their ability
to act as responsible employers, the
report argues.

Claims that externalisation offers
greater protection for employees,
economies of scale, clearer council
structures, and opportunities for
authorities to negotiate better deals and
build up a positive relationship with
big contractors, are also examined and
challenged.

Importantly, the case for publicly

provided services is clearly restated,
with specific reference to the benefits
provided for by greater accountabili-
ty, service quality, high standards of
management and quality assurance,
equal opportunities and the provision
of quality employment. An outline
strategy for maintaining services in-
house under CCT and a useful action
plan for dealing with the challenge of
externalisation also form part of the
report.

Overall, the report provides a use-
ful reminder that, despite the serious
problems facing by councils due to the
combined effects of stringent financial
constraints, a torrent of legislative
changes, and the increased centrali-
sation of power, there remain sound
reasons why the selling off public ser-
vices is a flawed option - whatever
form it may take.

‘Externalisation Under Scrutiny”’ is
available from the Local Government
Information Unit, 1-5 Bath Street,
London EC1V 9QQ (Tel 0171
6081051, Fax 0171 253 7406); price
i)

CPS Externalisation Reports

Three reports for UNISON on
externalisation are also available from
the Centre for Public Services:

* Sheffield Council: a report into
the proposed externalisation of Design
and Building Services. Argues the case
for in-house services and examines the
real costs of externalisation.

* Coventry Council: assessment
of a proposal to externalise City
Engineering Services. Examines alter-
natives to externalisation.

* Ealing Council. Putting Public
Services at Risk: The record of the
Conservative administration 1990-
94. Examines: enabling policies and
their effect on staff and local com-
munities; the largest externalisation of
council services in Britain.

All reports are available from the
Centre for Public Services, 1 Sidney
Street, Sheffield S1 4RG. Price: £10
local authorities etc, £5 trade unions
and community organisations.
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CENTRE /or PUBLIC SERVICES

| Research * Strategy * Planning * Tra:‘nmg
1 Sidney Street "‘-hefﬂeld s1arc Tel: OIM 2726683 ]"'m 2727066

The Centre is commntted to the pro-
vision of quality public services and
has unrivalled experience of working
with local authorities, public bodies,
trade unions and community organ-
isations on:

developing strategies to retain
and improve public services
monitoring privatisation and
competitive tendering
researching changes in pubhc
service proms:on .

Established in 1973, and based in |

Sheffield since 1989, the Centre for
Public Services is an independent,
non-profit making organisation
offering research, strategy, plan-
ning and training services to a wide
range of organisations.

Services include:

Research: market and sector ana]y—
sis; local, national and international
trends and policy developments;
social and economic audits; compa-
ny performance and employment
practices; workforce surveys.

Strategg Corporate and strategic
e

approac

s to CCT and market test-

ing; improving service quality, deliv-

ery and equality of access;

trade

union and community mvoiven}e;nt
strengthening local accountability.

Planning: preparation of public
service, business and employment
plans; trade union and community
plans for improved and expanded
services; implementing public service

practice in monitorin

, tender eval-

uation and service delivery.

Training: 1 and 2 day courses on a

strategic approach to competitive

tenderm? equal opportunities, and
o]

training
workshops on

r tenants representatives;

best practice

approach to tender evaluation, pub-
lic service plans, contract monitoring
etc.

The Centre's current work
includes:

Researching the impact of exter-
nalisation of public services.
Preparing sector analyses of
white collar services.

Assisting local authorities and
trade unions in tendering strate-
gies and specifications.
Researching the public costs of
tendering in Northern Ireland.
Developing equal opportunities
best practice advice and seeking
the implementation of the rec-
ommendations of The Gender
Impact of CCT report.

Training and education courses
for local authorities, trade unions
and tenants organisations.
Preparing Public Service Practice
strategies.




PUBLICATIONS

Checking Specifications
Public Service Practice No 6

Provides detailed practical advice
on how to check specifications in
preparation for white-collar CCT
and re-tendering of manual services.

Contents include: contract pack-
aging criteria; performance standards;
specification and tendering instruc-
tions; quality plan and method state-
ments; equal opportunities in service
delivery; council and environmental
policies; quantifying work; monitoring
performance; preparmg for tender
evaluation.

ISBN 1 897692 05 6
Published April 1995
Price £18.00 to local authorities and
other public bodies, £10 to trade
unions and community organisations

Calculation of the National
Costs & Savings of CCT

A supplementary research paper to
The Gender Impact of CCT in Local
Government, researched by the
Centre for Public Services and pub-
lished by the Equal Opportunities
Commission in March 1995.

Contents include: the cost of
unemployment on central and local
government; CCT job losses nation-
ally; comparison of national costs and
savings of CCT; use of DSO profits;
Corporation Tax payments by private
contractors.

ISBN 1 897692 02 1

Published March 1995

Price £15.00 to local authorities and
other public bodies, £10 to trade
unions and community organisations

The Gender Impact of CCT
in Lecal Government
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ALSO AVAILABLE:

Tender Evaluation:
Public Service Practice No 1
Detailed handbook covering all
aspects of white collar, professional
and manual services for CCT in
local government and market testing
in the Civil Service and NHS.
Contains many valuable checklists
and practical advice.

Essential reading for all those
involved in the tendering process.

ISBN 1 897692 01 3

First published 1989, revised 1994
Price £18.00 to public bodies, £10 to
trade unions and community organi-
sations

Public Service & Business
Plans:
Public Service Practice No5
Detailed handbook designed to
assist authorities in organising the
planning process. Includes a detailed
outline of a Public Service Plan cov-
ering strategic objectives and market
analysis.

ISBN 1 897692 00 5 56

Published 1993

Price: £18.00 to public bodies, £10.00
to trade unions and community
organisations

Special Offer

A free copy of ‘Calculation of
the Costs & Savings of CCT’
worth £15 with every order for our
most recent Public Service
Practice handbook ‘Checking
Specifications’ and at least one of
the other Public Service Practice

- handbooks advertised on this page.

For a full list of the Centre’s pub-
lications contact Centre for
Public Services at the address
below.

Public Service Action

Researched, written and produced by
the Centre for Public Services, PSA is
a journal of news, analysis and infor-
mation focussing on key issues and
developments in the public and
recently privatised sectors. ;

Essential reading for policy makers,
service managers, researchers, trade
unions and community organisations.

Subscriptioﬁns '

Public Service Action is produced
quarterly and a subscription covers a
total of four issues.

1 copy: £10 for a four issue subscnp—
tion (£2.50 per copy)

5-9 copies: £9.50 for each four issue
subscription (£2. 28 per copy)

10-99 copies: £8.00 for each four
issue subscription (£2 per copy)

100 plus: discount by negotiation

Overseas rate: £15 for each four issue
subscription

Special Offer

An ideal opportunity to acquire an
invaluable research and reference
resource.

Package of approximately 40 back
issues of Public Serwce Action forjust
£25.00!

Please note: although we make every
effort to publish guarterly, sub-
scribers are entitled to four issues of
the journal irrespective of the time
elapsed. .
Make sure your authority, organisa-
tion, department, trade union or
community organisation subscribes

‘NOw!

‘All correspondence to:
Centre for Public Services, 1 Sidney

Street, Sheffield S1 4RG, Tel. (0114)
2726683, Fax (0114) 2727066, Email
(GeoNet) CTR.PUBLIC.SERV.

(Internet) ctr.public.serv@mcrl.poptel org uk

|€ENTRE for PUBLIC SERVECES '
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