
 

 
 

Report to: Policy and Resources Committee, 15th December 2020 
 

Report of: Head of People Services  
 

 
Subject: VOLUNTARY REDUNDANCY SCHEME 

 
1. Recommendation 
 

That the Committee: 

1.1 Notes the contents of this Report and the requirements for savings, 

including from the staffing budget, to enable the Council to address its 
Medium Term Financial Plan; 

 
1.2 Approves the revisions to the Council’s Redundancy Policy set at out 

Appendix 1; and 

 
1.3 Approves a Voluntary Redundancy Scheme as an additional incentive 

measure to provide a means to deliver early savings for the Council, and 
delegates authority to the Managing Director to implement the proposed 
Scheme in the terms outlined in this report.  

 

2. Background 

 
2.1 The draft budget and Medium Term Financial Plan report presented elsewhere on the 

agenda demonstrates that there is a need to identify and achieve income 

improvements and/or efficiency savings of up to £1.9m over the lifetime of the Plan.  
 

2.2 It also emphasises that the Council is facing additional financial changes through the 
decline in New Homes Bonus, a potential Business Rates reset and the development 
of new forms of funding based on submitting bids for capital and revenue funds that 

will steer strategic and operational decision-making. There is a need to adopt new 
ways of working to address these challenges in parallel with the need to achieve 

efficiencies.     
 

2.3 Salary costs for the last financial year amounted to £14.461m, which is 

approximately 55% of total service spend, including third party contracts and shared 
services. It is inevitable, therefore, that increased efficiencies will result in a 

reduction in the Council’s staff base and it is in the organisation’s interest to manage 
this process in a planned and cost-effective manner.  

 
2.4 This report proposes an update to the Council’s Redundancy Policy, setting out a 

series of relevant, but non-material, changes and also asks the Committee to 

consider adopting a time limited voluntary redundancy scheme on enhanced terms 
with the intention of assisting the Council achieve some early savings. 



 

2.5 The relevant trade unions have been consulted on the proposals set out in this 
report. The matters have been referred to Policy & Resources Committee instead of 

Personnel & General Purposes Sub-Committee in view of the Policy & Resources’ 
Committee overall authority for these matters and the time constraints under which 
the proposals have been brought forward. 

 

3. Current Redundancy Policy 

3.1 The Council’s Redundancy Policy is kept under review and was last approved by the 

Personnel and General Purposes Sub-committee on 13 December 2017. The Council 
has a legal obligation to keep its Redundancy Policy under regular review and ensure 
it represents an appropriate use of discretionary powers and is workable, affordable 

and reasonable having regard to the foreseeable costs. 

3.2 The Policy has been reviewed to ensure it remains up to date with relevant 

legislation and that it is clear and understandable for employees. A number of minor 
amendments are proposed which are shown in Appendix 1 (To follow). 

3.3 Employees only receive redundancy payments if they have at least 2 years 

continuous Local Government service, which may include service with another public 
sector employer as defined in legislation.  

3.4 There is a statutory Government sliding scale for redundancy payments dependent 
upon age and length of service. The statutory scale is currently as follows:  

 Service up to age 22: 0.5 week’s pay for every year of service  

 Service from ages 23: up to 41 1 week’s pay for every year of service  
 Service from age 41: 1.5 week’s pay for every year of service  

More information on the statutory scale can be found on the Gov.uk website. 

3.5 The Council has powers to enhance the statutory redundancy pay scheme, within 
certain legal parameters. Any enhanced scheme must be kept under review by the 

Council and may be withdrawn or varied.  

3.6 The Council currently enhances the statutory redundancy pay scheme in two 

respects:  

  The Council bases redundancy pay on an employee’s actual contractual gross 
weekly pay, rather than cap this at the maximum statutory limit for a week’s 

pay, as set by the Secretary of State (which is currently £538); and  

  The Council multiplies the statutory scale (number of weeks’ pay for every 
year of service) by a factor of 1.34.  

Therefore, redundancy calculations are based on the following:  

Actual Contractual 

Gross Weekly Pay 

 X Number of weeks 

statutory 
redundancy 

entitlement (based 
on age and length 
of service) 

X 

1.34 

= Redundancy Pay Due* 

 

*Subject to the other 

terms of the Redundancy 
Policy, including a max of 
20 years length of service 

and the public sector exit 
payment cap 

 



 

3.7 It is proposed that the above arrangements for the calculation of redundancy pay, 
approved in 2017, continue in operation in the Redundancy Policy.  

4. Voluntary Redundancy Scheme 

4.1 Supplemental to the above Policy position, the Council may from time to time 
introduce additional enhancements (subject to the legal parameters) to incentivise 

employees to leave by way of voluntary redundancy prior to a compulsory 
redundancy exercise. These enhancements may include introducing a higher 

multiplier of the statutory scale for a limited period of time and/or offering pension 
benefit enhancements where the law allows.  

4.2 If the Council introduces additional enhancements for voluntary redundancy then 

additional conditions may be imposed to ensure the scheme gives good value for 
money and is a responsible use of public funds. These additional enhancements may 

include a requirement to enter into an employee settlement agreement reflecting the 
fact that a full redundancy consultation process will be avoided and also a 

requirement that the employee may not be re-employed by the Council, after 
termination, for an extended specified period of time. 

4.3 A number local government employers and some advisory bodies have undertaken 

and published benchmarking of typical multipliers for a voluntary redundancy 
scheme and these have been reviewed in the preparation of this report for 

Committee. 
 

4.4 A review of the benchmarking and extant voluntary redundancy policies published by 

councils in England indicates that such schemes typically provide an enhancement of 
x 1.5 the statutory multiplier to encourage take-up, although schemes incorporating 

a x 2 enhancement to the statutory multiplier have been identified. As noted above, 
the Council’s published position is a multiplier of 1.34, applicable to compulsory 
redundancies as well as voluntary. Therefore it is proposed that any enhancement to 

encourage voluntary exits would need to represent a meaningful increase on the 
Council’s established position, whilst offering reasonable value for money. In 

addition, advice received from an upper tier authority includes an exercise that was 
undertaken to identify voluntary redundancies on the basis of an offer of statutory 
weeks x 1.733 in 2018.  A target of 200 exits was set but only 120 applications were 

received, which led to 45 redundancies. This suggests that the more common 
enhancement of x 1.5 may not be sufficient to deliver the savings required. 

 
4.5 As an example, an employee applying for voluntary redundancy aged 50 with 20 

years’ service and earning a mean average wage of £26,000 wage would: 
 

 under the statutory scheme, receive a redundancy payment of £12,226 
 

 Under the Council’s existing redundancy scheme, receive a payment of £16,383 

 
 Under the voluntary scheme proposed, receive a payment of £22,007. 

 
4.6 As a further support, the offer would include an outplacement support package to 

help applicants improve their job search skills and increase the chances of finding 

alternative employment, if desired, which would cost around £200 per person.     
 

 
 



 

 
5. Restrictions 

 
4.1 The law requires that any scheme, even time-limited as proposed here, must be 

published after it has been approved and cannot come into effect until one month 

after it has been published. This would mean that employees could still submit 
expressions of interest, which are non-binding on both the employee and the 

Council, but those expressions of interest would not be converted into offers until the 
scheme has been published for at least one month.  
 

4.2 The proposed temporary enhancement to the redundancy offer would be made 
available to employees to make expressions of interest during a fixed window of 6 

weeks, with decisions taken on which applications are agreed in February. Exits 
would take place over the course of March, April and May depending on each 

individual’s notice period entitlement.   
 

4.3 Employees will not be required to make a final decision on whether to accept a 

voluntary redundancy offer until the Pension Fund administrators have provided 
them with an estimate of their exit payment, where relevant. For those over 55, 

estimates cannot be provided until late January because of the current uncertainty 
over the impact of the Public Sector Exit Pay Cap.  
 

4.4 This cap limits exit payment packages to £95,000. This includes any payment that 
the Council would normally be required to make to the pension fund to cover the 

cost of early access to unreduced pension (‘pension strain’ costs). This applies to 
employees made redundant after the age of 55. This early access is a legal 
entitlement under the pension regulations and these two pieces of law currently 

conflict with each other. The Government is consulting on changing the pension 
regulations, and revised regulations are currently expected to be published on 15 

January 2021. The expected changes are likely to make voluntary redundancy less 
attractive to some of those aged over 55 as they will incur some or all of an actuarial 
reduction to their pension, which is a situation the Council will have no influence 

over.  
 

4.5 It is anticipated, at this stage, that less than 20 redundancies would take place, 

whether through voluntary or compulsory redundancy (should that become 
necessary subsequently). This means that there is no legal requirement to consult 

with trade union representatives. However, in line with our Redundancy Policy the 
recognised unions will be kept fully informed so that they will be able to support any 
members that request their help. The Chair and Vice Chairs of the Committee will be 

advised if the situation as regards projected numbers of redundancies changes 
materially. 

 
4.6 The Redundancy Modification Order would apply to all exits under this scheme, so 

that in the event that a leaver recommences employment with another local 

authority and other organisations defined in the Order within 28 days of leaving the 
Council’s employment, any exit payments would have to be refunded to the Council. 

 
4.7 To ensure that this voluntary scheme continues to deliver savings and represents an 

appropriate use of public funds, it is proposed that an employee leaving through this 

scheme cannot be re-employed by the Council within 18 months of the date of 
leaving or else be required to repay their redundancy payment. It is proposed that 

all exits agreed under the voluntary redundancy scheme would be made subject to 



 

employee settlement agreements which would provide both the Council and the 
employee with certainty and finality over the legal terms of their exit. 

 
4.8 Not all requests for voluntary redundancy are likely to be agreed. The following rules 

would apply to the scheme: 

 
 All applications will be reviewed by the Corporate Leadership team and no 

applications are guaranteed to be accepted. 
 

 A determination that the post or an equivalent post cannot be deleted will mean 

rejection of the application. 
 

 The post occupied by the applicant or an equivalent post (a ‘bumped 
redundancy’) must be deleted and the service budget amended to reflect the 

saving. 
 

 The costs of any redundancies must not be more than 2.6 times the ongoing 

annual saving delivered including any pension strain for applicants over 55.  
 

 The total cost of the redundancy including any pension strain costs for those over 
55 must not exceed £95,000. (This condition is included to reflect the public 
sector exit pay cap regulations that came into effect on the 4th of November). 

 
 The enhanced calculation would only apply during the defined and published 

period of the scheme’s operation. After that point the normal policy would apply. 
 

 The final decision on whose applications would be accepted will be made by the 

Managing Director, as Head of Paid Service, giving due regard to the need to 
continue to provide quality services to people who live and work in Worcester. 

 
6. Preferred Option  
 

6.1 To adopt the temporary Voluntary Redundancy Scheme as outlined in the report on 
the basis of the terms set out in section 4 and 5, including the time limited 

enhancement of a redundancy multiplier of 1.8 times the statutory calculation. 
 

7. Alternative Options Considered 

 
7.1 To not seek voluntary redundancies but achieve the required savings through 

planned efficiencies programmes. The Council’s existing Redundancy Policy gives the 
option of using voluntary redundancy as one of a range of activities that can be 
undertaken as a means of avoiding compulsory redundancies wherever possible. 

Seeking voluntary severance is a first step in managing a reduction in staff costs and   
recognised as the action of a responsible employer in these circumstances. The other 

options set out in the Policy will be considered as part of subsequent management 
actions, should these be necessary. 
 

7.2 Offer voluntary redundancy without enhancing the existing redundancy terms. As 
identified in the report, local authorities, including district councils, offer 

enhancements to existing policies as part of a voluntary redundancy exercise in 
order to encourage applications.  The proposed enhancement of x 1.8 represents a 

meaningful increase on the existing scheme but is deemed to be affordable and offer 
reasonable value for money within the Council’s current financial limitations.  



 

 

7.3 Offer voluntary redundancy on enhanced terms but with a different multiplier, for 
example, 1.5 or 1.6 times the statutory calculation instead of x 1.8. The proposed 

enhancement is recommended for a time limited scheme to be sufficiently different 
from the current scheme to incentivise employees to consider early exits, without 

the need for compulsory redundancy consultation processes and thus enable the 
Council to achieve earlier savings. 

8. Implications 

 
8.1 Financial and Budgetary Implications 

 
Each application for Voluntary Redundancy is subject to individual calculations. 
Therefore, the likely overall budgetary impact of the proposal cannot be estimated 

until the individual applications have been received, as this impact will be dependent 
on the scale and value of payments due in each case. It is considered that the 

proposed terms are overall affordable to the Council. 
 

However, as the combined exit package will be capped at £95,000 (subject to the 

regulations being changed as indicated), this represents the maximum exposure to 
the Council of the redundancy costs and any compensation to the Pension Fund for 

early release of non-actuarily reduced pension for any individual agreement.  
 
As part of the outturn report for 2019/20 the Council set aside an additional 

£500,000 in the Transformation Fund reserve to support transitional arrangements 
that may arise as part of the recovery from the Covid pandemic. The current balance 

on the fund is £576,444, of which £500,127 is uncommitted. 
 
 

8.2 Legal and Governance Implications 
           

The Council’s Redundancy Policy is compatible with the Employment Rights Act 1996 
and the Trade Unions and Labour Relations Consolidation Act 1992. It refers to a 

number of other relevant pieces of legislation including the Equality Act 2010, the 
Redundancy Payments (Local Government) (Modification) Order and the new 
Restriction of Public Sector Exit Payments Regulations 2020. 

 
In addition, local authorities have powers to make enhanced redundancy payments 

under the Local Government (Early Termination of Employment) (Discretionary 
Compensation) (England and Wales) Regulations 2006 (the 2006 Regulations). As 
noted at the start of the Report, the Council must keep any enhanced redundancy 

terms under review and ensure they remain affordable, workable, reasonable and an 
appropriate use of discretionary public funding. The regulations provide two separate 

discretionary powers to make enhanced payments: 
 
1. The definition of a week’s pay 

Under Regulation 5, local authorities have the discretion to define a week’s pay 
for the purposes of calculating the redundancy payment as any amount between 

the: 
a. statutory cap on a week’s pay (£538 from 6 April 2020) 
b. employee’s actual weekly pay. 

 
2. The payment of a discretionary lump sum 



 

Under Regulation 6, local authorities also have the discretion to pay a 
compensatory lump sum of up to the equivalent of 104 weeks’ pay (against which 

any statutory redundancy payment (SRP) is offset), provided that the employee is 
not being credited with additional membership of the Local Government Pension 
Scheme. 

 
 

The public sector exit cap regulations that limit exit payments to £95,000 including 
any payment to the pension fund to cover the cost of early retirement came into 
force on 4 November. They are in conflict with existing pension scheme regulations 

which state that employees becoming redundant who are in the Local Government 
Pension Scheme will receive an unreduced pension. The Government plans to change 

the regulation but this is not expected to be in place before mid-January. The new 
Regulations are currently subject to legal challenge. Therefore decisions in whether 

to accept an application where the applicant is entitled to receive unreduced pension 
under the existing regulations will not be made before that date. 

   

8.3 Risk Implications 
There is a risk that there will be insufficient applications to make a meaningful 

contribution to the savings target. Following the voluntary redundancy exercise 
further options will be explored in line with the range of activities set out in the 
redundancy policy alongside further review of potential service efficiencies. 

 
There is a risk that the cost of applications exceeds the funding available in the 

Transformation Fund. The affordability of applications will be considered as part of 
the review by the Corporate Leadership Team. Where it appears advantageous for 
service reasons to allow redundancies to the value in excess of the funding available, 

a further report to Committee will be prepared to assess the use of alternative funds 
to support the applications. 

 
There is a risk that employees whose applications cannot be agreed will be 
dissatisfied with the outcome of this decision. It will be made clear that applications 

will not automatically be approved and all will be subject to management decision in 
the interests of the service. Where alternatives, such as bumped redundancy or 

service redesign, provide options, these will be considered in discussion with the 
relevant employee. 
 

8.4 Corporate/Policy Implications 
The Council adopted a revised Change Management Policy, at a meeting of the 

Personnel and General Purposes Committee on 15 July 2020. The scheme outlined in 
this report is in accordance with the Change Management Policy and forms part of 
the Council’s commitment through the People Strategy to act as a responsible 

employer. The People Strategy acknowledges that employees will want to move on 
at different stages in their career. The proposed scheme provides an enhancement 

which is designed to make this option more attractive to those who are considering 
it, thereby allowing the Council to retain staff in roles that might otherwise be 
potentially at risk.  

 
8.5 Equality Implications 

The Council’s Redundancy Policy has been reviewed to ensure there is explicit 
reference to Equality Act 2010 compliance. Equally, as regards the proposed 

voluntary scheme, it will be made available to all employees without reference to 
protected characteristics and the decision whether to approve the application will be 



 

based solely on consideration of the needs of the service and financial viability. If 
any specific set of circumstances requires an equality impact assessment, that will 

be undertaken before the decision is made. 
 

8.6 Human Resources Implications 

These are set out in the report. 
 

8.7 Health and Safety Implications 
There are no direct health and safety implications arising from the report. Any health 
and safety considerations of releasing a post from the establishment will be taken 

into account as part of the review by the Corporate Leadership Team.   
 

8.8 Social, Environmental and Economic Implications 
This report refers to internal matters within the Council and there are, therefore, no 

direct social, environmental or economic implications. However, the Council is a 
significant local employer and must take into account the potential impact of 
releasing staff at a time when employment rates are increasing because of the 

impact of Covid-19 and wider economic challenges. The voluntary redundancy 
scheme is designed to be part of a planned approach to realising efficiencies and 

increases the level of financial compensation for employees who choose to leave the 
Council’s employment, including an unreduced pension (subject to the exit pay cap). 
The outplacement support will also help to secure alternative employment for those 

who wish to receive additional help in looking to change roles. 
 

 
 
Ward(s):   All 

Contact Officer: Mark Edwards, Tel 01905 722042, 
mark.edwards@worcester.gov.uk 

Background Papers: None 
Appendix 1: Redundancy Policy- proposed amendments (To follow) 
 

 
 

 
 
 
 


