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Abstract

This article investigates the complex interaction between contracting arrangements and

quality of human resources (HR) practices. It draws on quantitative and qualitative

empirical evidence for the adult social care sector in England where most services

are purchased by local authorities and delivered by private for-profit and voluntary

sector organisations. The study finds sufficient evidence among surveyed care providers

that higher fees and partnership-oriented contracting have positive influences on pay

levels and quality of HR practices to suggest that better local authority contracting may

be an enabling condition for the improvement of employment standards. However, the

relatively weak statistical associations suggest other factors mediate, or distort, the

anticipated relationship between quality of contracting and quality of HR practices.

The type of provider is identified as a key mediator: private, for-profit providers and

those managed by a national chain are least likely to distribute the benefits of better

quality contracting fairly through improved employment standards.
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Introduction

While outsourcing and subcontracting in some studies is identified as a significant
cause of increasing vulnerabilities in employment (James and Walters, 2011; Zatz,
2008), in others better quality contracting arrangements positively influence the
standard of HR practices in subcontractors (Bibby, 2011; Wright and Brown,
2013). By demanding continuous repeat tendering, contractors may impose cost
pressures that make it difficult for subcontractors to sustain quality HR practices.
Equally contractors may require subcontractors to meet specified employment
standards (such as training or job security), as part of a more collaborative, trust-
ing partnership approach involving a shared performance strategy and regular
communication. These mixed tendencies suggest that interactions between organ-
isational goals and client–provider contracting arrangements (Rubery et al., 2002;
Scarbrough, 2000) have complex influences on organisations’ HR practices and
workers’ experiences. These interactions are further refracted by the specific
regulatory, industrial relations and labour market context (Doellgast, 2012;
Grimshaw and Miozzo, 2006; Marchington and Vincent, 2004).

To further our knowledge of how contracting influences the quality of pay and
HR practices, this article reports evidence from the adult social care sector in
England. Most adult social care is organised via local authority (LA) contracts for
services delivered by private and voluntary sector organisations. The sector is char-
acterised by variation in contracting arrangements and weak labour market institu-
tions (unions, collective bargaining, working time and employment protection rules),
which provide significant scope for employers to shape conditions. The HR out-
comes have particular importance for women as the workforce is primarily female.
The research collected data on the HR strategies of over 100 private and voluntary
sector providers of residential homes and domiciliary care, commissioned to provide
services by 14 LAs. A key finding is that there is no simple matching between quality
of contract and standards of pay and HR practices; better quality contracting may be
an enabling condition but other factors prove significant, especially many employers’
unwillingness to upgrade HR practices in response. Client organisations can shape
the quality of contracting practices, but as Scarbrough (2000) warned, positive
impacts are not guaranteed and the net effects of supply chain relations are contra-
dictory and uncertain. Our evidence, from a sector where trade union and regulatory
pressures on organisations are weak, questions the belief that better quality contract-
ing relations will necessarily lead to employment upgrading. Our findings also have
implications for understanding the impact of budget cuts to LA social services on the
quality of care and prospects for the recruitment and retention of a quality labour
force.
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The influence of supply chain relations on human
resource management

A good deal of empirical evidence and theoretical reasoning has identified
the nature and quality of contractual relationships between organisations as a
significant factor in shaping HR practices and employment outcomes. The com-
plexities of inter-organisational (client–provider) relationships include features of
trust, dominance and modularities (Blois, 2002; Sturgeon, 2002), all of which can
be expected to have implications for HR and employment outcomes. Empirical
contributions have focused on the outsourcing of in-house activities, dominant-
client supply chains, long-term collaborative partnerships, multi-client networks
and public–private/public–voluntary partnerships (Cunningham and James, 2009;
Flecker and Meil, 2010; Perraudin et al., 2013; Wright, 2011). In drawing out the
implications for a study of subcontracted adult social care services, our review
focuses on the generic lessons for client–provider relationships and HR outcomes.

While we now know more about contracting relationships, the research to date
has suffered from a frequent presumption of a neat relationship between contract-
ing quality and quality of HR practices and employment outcomes.
This framework neglects three important issues.

First, all client–provider relationships involve elements of competition and col-
laboration; common values, partnership and trust matter, but so too do market
competition, government policy and threats by one of the contracting parties to
terminate the relationship. For example, Scarbrough’s (2000) study found that it
was not the form of contracting relationship that had most impact on human
resource management (HRM) in the subcontractor, but the problems of logistical
integration with the client and implementation of just-in-time production
techniques. The influence of inter-organisational trust on HR practices may there-
fore be superceded by other factors such as pressures to adapt new production
technologies. Other studies highlight the hierarchical relationship that defines many
subcontracting relationships, whatever their character (Perraudin et al., 2013).
For example, in portraying new subcontracting relations in an Australian munici-
pality, O’Flynn and Alford (2008: 215) highlight the opportunistic essence of sub-
contracting; one interviewee claimed subcontractors would devise ways ‘. . . to
screw the client without the client knowing they are being screwed . . . at the same
time as keeping the client happy’. Trusting relations can thus overlay unequal
power relations. The issue for research is how to disentangle the collaborative
attributes of contracting (e.g. partnership activities) from the competitive attributes
(e.g. contract fees, or the dependence of a supplier on client business).

A second issue concerns the indeterminacy of distributive outcomes for
workers. Trusting client–provider relationships may align with and support
strategic managerial interests in both organisations, enabling maximisation of
revenue, market share or managerial reward, at the expense of improving HR
practices in one or more of the partner organisations (Grimshaw and Rubery,
2005). Employer opportunism is a real risk, especially in organisations where

504 Journal of Industrial Relations 57(4)

 at UNIVERSIDAD DE CHILE on August 28, 2015jir.sagepub.comDownloaded from 

http://jir.sagepub.com/


workers lack collective representation; thus, employers may be able but unwill-
ing to raise employment standards in the absence of push factors. Moreover,
managers may be better at aligning contracting practices across organisational
boundaries than HR practices. Collaborative subcontracting is frequently asso-
ciated with a fragmentation of employment terms and conditions; case studies in
Marchington et al. (2011) revealed many impediments to the alignment of HR
practices with the partnership goals of contracting, especially in public–private
partnerships where strategic HR goals differed sharply among client and
provider.

Third, contracting relationships do not operate in a vacuum. The external
regulatory environment (especially industrial relations, labour market and prod-
uct market regulations, government policy) shapes both the quality of contract-
ing relations and their influence on HR practices. Bach and Givan’s (2010)
analysis of a public–private partnership suggests that opportunistic behaviour
by the private sector provider was deterred by several factors, including effective
workplace union organisation, legal regulations protecting outsourced staff and
an innovative collective bargaining agreement. Grimshaw and Miozzo’s (2006)
UK/Germany comparison of IT outsourcing found IT professionals in Germany
benefited from works councils’ legal rights to negotiate the form of staff trans-
fer, including establishing a joint venture organisational form that facilitated
coordination of HR policy. Doellgast’s (2012) study found that telecommunica-
tions firms in both Germany and the United States downgraded pay and
employment conditions through subcontracting call centre services, although
from different starting points reflecting differing union strengths and minimum
employment standards. The relationship between contracting and HR practices
thus needs contextualising within the country and sector environment.

The characteristics of the adult social care sector in England

Most adult social care services in England are now organised via LA contracts for
services delivered by private and voluntary sector organisations – responsible in
2012 for 92% (78% and 14%, respectively) of care home places and 89% of domi-
ciliary care hours.1 Compared to other privatisation programmes, this massive
outsourcing, first residential care in the 1980s followed by domiciliary care in the
1990s/early 2000s, was, as Humphries (2013: 5) notes, ‘largely unplanned and
unaccompanied by any significant debate about the role of private providers in
public services’. The organisations providing adult social care include a mix of large
and small organisations, national chains and single units (Care Quality
Commission (CQC), 2013).

Private, self-funded social care has been expanding significantly due to both
tougher eligibility criteria for LA services and rising property values that remove
individuals from means-tested provision. Nevertheless, the LA remains the largest
funding source with 55% of care home places LA-funded in 2012–2013 (including
10% with a self-funded top-up) (CQC, 2013: Technical Annex 2).
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Social care funding was already under pressure prior to the crisis, but the
squeeze intensified from 2010 when the new Conservative-led coalition government
decided to target public expenditure cuts on LAs, involving a 27% reduction in LA
budgets over four years despite a rising and ageing population. By 2013, LAs had
reduced adult social care budgets by 20% by renegotiating provider contracts,
reducing the real value of unit fees (often by removing inflation-indexed rises)
and, in 9 out of 10 LAs, raising eligibility criteria for adult users, reducing by
10% the number of over 65-year-olds receiving LA-funded domiciliary care
(Appleby et al., 2013; Local Government Association (LGA), 2013; United
Kingdom Homecare Association Ltd (UKHCA), 2013). By 2013, the CQC, the
regulatory body that inspects care providers to determine whether they meet
national standards (using a one to three star rating at the time of fieldwork),
reported that only 83% of providers met the minimum care and welfare standards,
with significant and ongoing problems with ‘suitable staffing standards’ (2013: 33–
34), including HR practices related to training and supervision. The UK Homecare
Association, which represents independent domiciliary care providers, lays the
blame squarely on the ‘dominant purchasing power’ of LA commissioning man-
agers who have exerted downwards pressure on unit costs (UKHCA, 2013: 7).
However, the roots of the problem lie with central government; the Low Pay
Commission (LPC), which investigates compliance with the national minimum
wage, has repeatedly recommended government to address ‘the mismatch between
funding of social care and the obligations, including the national minimum wage,
which providers must meet’ (LPC, 2014: xvi).

Studies of contractual arrangements between LAs and adult social care providers
report that LAs as purchasers of care services prioritise low cost over quality; for
example, 75% of domiciliary care providers in UKHCA’s 2010–2011 survey (2012:
22) said the LA valued low price over quality. LAs are also moving away from the
commissioning of guaranteed block contracts towards spot agreements (i.e. from
long-term arrangements with a known pricing structure to flexible, stand-alone con-
tracts) (Bessa et al., 2013). The reported reason is to avoid becoming locked in with
powerful national chain providers and to encourage competition among more
providers. Furthermore, two-thirds of LAs in England commission visits of less
than 30 minutes; such evidence led the UKHCA (2012: 20) to ask whether it amounts
to ‘institutional abuse’ given the risk to users’ dignity and safety.

Employment standards in the sector are generally poor, especially in the for-
profit sector where care has become commoditised through cost-cutting contracting
practices (Bessa et al., 2013; UKHCA, 2012). The LPC found around one in three
social care workers earned less than £7 per hour in 2013 when the national min-
imum wage was £6.19 (LPC, 2014: 37). Non-compliance with the minimum wage is
extensive, due to unpaid training or travelling time and incorrect use of apprentice
rates (HM Revenue and Customs, 2013). Many care workers also suffer insecurity
of working hours. The high use of zero-hours contracts by care providers is asso-
ciated with multiple unpaid gaps of time in a working day and lost entitlement to
tax credits because of irregular working hours (Bessa et al., 2013; LPC, 2014: 136).
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Research design

This article draws on a three-year (2007–2010) research project into the recruitment
and retention of workers in the adult social care sector funded by the UK’s
Department of Health. The project’s over-arching hypothesis was that recruitment
and retention are influenced by the bundle of HR practices implemented by
provider organisations, which in turn are influenced by LA contracting practices.
This article draws on the second stage of data collection,2 which applied a mixed-
methods approach (Bryman and Bell, 2003) comprising qualitative and quantita-
tive data sources and analysis:

(I) a case survey of 14 LAs (selected from analysis of commissioning practices of
92 LAs surveyed in the project’s first stage;

(II) a telephone survey of 115 social care providers; and
(III) interviews with managers at the headquarters of 10 national chains.

The case survey of LAs involved 34 semi-structured interviews with one or more
managers responsible for commissioning social care for older adults. Analysis of
these interview data, alongside documentary evidence, published data on costs
and user satisfaction and generated a three-fold classification of contracting
practices described later (for full details of this classification, see Rubery
et al., 2013).

The telephone survey of providers was designed to interrogate management
practices and experience in six areas: recruitment and retention, pay and working
time, performance management, training, relationships with LAs, and attitudes
towards care standards and public policy. We selected a sample of providers
from the 14 LAs’ lists of providers, ranging from 27 to 147 homes and 6 to 80
domiciliary care providers per list. For each LA, we aimed to include three to four
domiciliary care providers (primarily preferred providers rather than those only
used occasionally by the LA), an in-house domiciliary care provider and three to
four care homes. Through contact with 303 providers, we achieved a final sample of
105 independent sector providers (102 used for analysis, with three excluded as
more than 10% of the survey questions were incomplete); 10 in-house organisa-
tions were also surveyed but are excluded from this analysis. The targeted tele-
phone survey respondent was the owner or manager responsible for the
establishment. The interviews were recorded and lasted 45 minutes on average.
Some questions requiring statistical information were sent in advance.

Data analysis

The data analysis involved descriptive statistical analysis, multivariate regression
and interpretation of interview data.3 To address our research questions, we devel-
oped two analytical constructs. First, the quality of contracting is captured by three
independent variables.
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1. The LA’s standard fee level (per hour for domiciliary care, per week for homes)
to the care provider for non-specialist adult social care services is categorised as
low (£10.00–£12.00, £300–£390), medium (£12.01–£14.00, £390–£460) and high
(>£14.00,> £460) in the descriptive statistics, but entered into the regression
analysis as the money amount.

2. The contractual relationship each LA has with its providers is classified as part-
nership, mixed or cost-minimising according to the approach towards fees, qual-
ity policies towards care and human resources and the stated strategy towards
partnership (Rubery et al., 2013). Key discriminating factors were use of block
versus spot contracts, framework agreements, training targets, selection of qual-
ity criteria, guaranteed fee rises, payment for travel time, fee enhancements for
quality, strategies to ensure rural cover and use of partnership language in
interviews/documentation.

3. For care homes, each is categorised according to the percentage of service users
with LA funding to indicate client dependency. (Comparable data for domicil-
iary providers proved insufficiently varied – see Table 2.)

The second analytical construct concerns the dependent variables. Using tele-
phone survey data, we scored each provider against six HR indicators and calcu-
lated a seventh aggregated HR indicator:

. pay level (basic hourly pay, regular pay upgrading, unsocial hours premiums,
pay for training);

. pay strategy (pay progression opportunities, career opportunities, pay for
upfront costs);

. working time (work schedules fit staff preferences, weekend working, long
hours/long weeks, time off for training);

. work organisation (time discretion, task discretion);

. recruitment and retention (formality of recruitment, selection by skill/qualifica-
tion/experience, role of push factors in staff quits);

. employee development (employee voice practices, employee appraisal);

. aggregate index of HR practice (unweighted average of six indicators).

In the statistical analysis, we distinguished the effects of contracting quality on pay
and HR practices by controlling for other variables identified as significant in the
extant literature: local area female part-time pay; establishment size; ownership
(national chain, local chain, single establishment); and for-profit or voluntary
status. Two of the three independent variables for contracting quality – fee levels
and partnership orientation – display moderate correlation but well below the
advised level of 0.8, beyond which the risk of multicollinearity is a problem
(Field, 2013). The classifications of LAs also include many hybrid cases; for
example, four of the five LAs displaying a mixed contracting orientation pay
low-level fees.
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The multivariate analysis is based on several Ordinary Least Squares regres-
sions, which employ the backwards method. This method removes those independ-
ent variables that only offer weak explanatory power in predicting the variance of
the dependent variable. Stepwise methods are appropriate for exploratory model
building. As certain independent variables (quality of contracting) were developed
by the research team rather than derived from previous research, this method
selects those predictors that establish a better model fit.

Portrait of care providers

Table 1 summarises the characteristics of the surveyed providers. Most homes are
small/very small, while domiciliary providers are larger. Nearly half the sampled
102 providers belong to national chains and most were for-profit, with 17% from
the voluntary sector. Out of the 1- to 3-star quality ratings by the CQC, most were
2 star, and around three-quarters had operated more than five years.

Table 2 summarises the contracting arrangements. Providers are evenly distrib-
uted across the classes of fee levels: residential weekly fees ranged from below £300
to more than £460 and domiciliary care standard hourly fees from around £10.50 to
more than £14.00. Providers are somewhat more unevenly distributed across types
of commissioning with 41% under partnership contracting. Finally, the importance

Table 1. Organisational characteristics of surveyed providers.

Homes Domiciliary Total %

Total sample size 52 50 102 100

Establishment size

(staff headcount)

Very small 0–24 15 5 20 19.6

Small 25–49 23 8 31 30.4

Medium 50–99 12 25 37 36.3

Large 100+ 2 12 14 13.7

Chain (local or national) or

single agency

Local chain 14 10 24 23.5

National chain 18 29 47 46.1

Single home/agency 20 11 31 30.4

Private or voluntary sector Private 41 44 85 83.3

Voluntary 11 6 17 16.7

CQC star rating 1 star 8 6 14 13.7

2 star 31 34 65 63.7

3 star 13 10 23 22.5

Age of business <2 years 0 3 3 2.9

2–5 years 8 15 23 22.5

>5 years 44 32 76 74.5

CQC: Care Quality Commission.
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of LAs as funders is particularly clear for domiciliary care providers where 92%
relied on LAs for more than half their business.

Figure 1 displays scores for the six indicators of HR practices and the aggregate
index. The horizontal bar on the box and whiskers charts identifies the median
value, the box covers the lower to upper quartiles and the whiskers the bottom and
top deciles. The aggregate index median score is similar for care homes and
domiciliary providers (0.66 and 0.65, respectively). Scores for half of both homes
and domiciliary providers fall within a narrow range (0.63–0.72 and 0.61–0.71,
respectively). The limited range is a forewarning of likely difficulty in identifying
statistically significant associations with independent variables. More variation in
values is evident for the six HR indicators; the inter-quartile range is especially wide
for recruitment and retention (0.50–0.83 homes and 0.50–0.82 domiciliary).

These quantitative indices need to be interpreted by reference to prevailing
standards of HR practices. For example, behind the two indicators for pay levels
and pay strategies is widespread evidence of very poor pay practices: nearly one in
five care homes set normal hourly pay rates at the national minimum wage; most
domiciliary care providers did not differentiate between minimum/entry and
normal rates of pay, and even among providers offering pay progression, the
average pay differential was just 40 pence (homes) and 50 pence (domiciliary);
and in more than one-third of domiciliary care providers and one in four homes
new recruits must fund upfront costs, such as Criminal Records Bureau4 checks
and uniforms. Similarly, very low standards underpin the index of working time:
among domiciliary providers, only 1 in 10 paid for breaks between users and
7 in 10 only offered care workers ‘zero-hours contracts’ whereby employers do

Table 2. Type of contracting practices associated with the providers.

Homes Domiciliary Total %

Total sample size 52 50 102 100

LA fee levela Low 23 15 38 37.3

Medium 10 20 30 29.4

High 19 15 34 33.3

LA commissioning

strategy

Cost-minimising 14 13 27 26.5

Mixed 18 15 33 32.4

Partnership 20 22 42 41.2

Proportion of service

users LA funded

0%–25% 13 1 14 13.7

26%–50% 8 3 11 10.8

More than 50% 31 46 77 75.5

aFor domiciliary care, we refer to the standard/modal fee since fees sometime varied by geographical area

or provider. For care homes, residential fees derive from published 2007–2008 data on ‘care price per

week for older people’ and verified against our interview data. Enhancements of fees are captured in

our second qualitative classification of contracting.

LA: Local Authority.
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Figure 1. Range of scores for indicators of HR practices for care homes and domiciliary care

providers. (a) Care homes and (b) domiciliary care.

Note: A description and the range of scores for each indicator and sub-indicator are detailed in

Appendix Table A3 (available online at: http://jir.sagepub.com, also available on request from the

author).
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not guarantee any hours and workers are not obliged to accept work. Despite these
practices, most providers found it easy, or very easy, to find staff willing to work
additional hours at two to three days’ notice (e.g. 86% of domiciliary care
providers).

Other indicators reveal a greater mix of quality of HR practices. Although only
15% of homes and 8% of domiciliary care providers recognised a trade union,
opportunities were more frequent to contribute ideas through regular staff meetings
with management, typically every one to three months, or in answers to staff
surveys (in more than two-thirds of providers). Annual appraisal systems were
also widely established among providers. However, despite regulatory require-
ments during 2005–2009 for providers to train at least half of staff to NVQ
(National Vocational Qualifications) Level 2, only two-thirds of domiciliary care
providers had met the target; homes performed better, with 9 in 10 achieving the
target.

Analysis: Does type of contracting influence pay
and HR practices?

Descriptive statistics

Beginning with our first contracting dimension, the fee level, we assess whether or
not higher fees are associated with higher pay and better quality HR practices.
Regarding normal rates of pay, there is only a weak-to-moderate positive relation-
ship with the fee level (Figure 2). The trend lines suggest for every additional pound
in higher fees, hourly pay increases by 14 pence (homes) and 18 pence (domiciliary).
Note that for care homes we divide the weekly fee by 40 to derive comparable
hourly fee levels. There are many mediating factors. One factor is the different
responses of national chain providers to high-level fees compared to other estab-
lishments. Among care homes in receipt of high fees (more than £11), 60% of
national chains pay below the trend line compared to 75% of other providers.
By contrast, domiciliary providers in receipt of high fees (£13 and above), national
chains are more likely than other providers to pay below the trend line – 53% of
national chains compared to 36% of other establishments.

Descriptive statistics for our sub-indicators of pay practices (pay levels, unsocial
hours premiums and pay progression) also show statistically significant differences
between providers classified by fee level: for example, domiciliary care providers
receiving high fees from LAs score 0.52 for pay progression, significantly higher
than the 0.26 score among those receiving low fees (Table 3). However, other
HR indicators display mixed results. For example, high-fee care homes are least
likely to require weekend working but are more likely to have staff working
long hours or over six or seven days per week. Mixed results also hold for discre-
tion at work; workers in low-fee homes are more able to exercise task discretion
than in high-fee homes.
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Figure 2. Contractual unit fees and hourly pay by type of provider organisation. (a) Care

homes and (b) domiciliary care.
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Overall, the aggregate HR indicator increases with fee level for both homes and
domiciliary care providers, although the relationship is statistically significant only
for the latter. In their open-ended responses to our survey, many managers identi-
fied the LA fee level as a major factor in their HR decisions.

They [the LA] haven’t offered enough over the last year, so we have not upgraded staff

[pay] for 18 months. Prior to that they got one regularly each year. (LK.D.3 DS)

I do think care workers should be paid more than what they do get paid, especially

because [the LA] don’t pay mileage. It’s very difficult. And they are needed, you know,

care workers are essential. (ON.D.3 BN)

Regarding our second contracting dimension, the type of contractual relationship
with the LA, we again find some evidence of influence, albeit far from determinant.
Normal pay levels tend to be higher in providers under a partnership relationship
(Table 4). Among the top 20 care homes ranked by pay, 13 are under partnerships

Table 3. Quality measures of providers’ HR practices by fee level.

Sub-indicators Low fee Medium fee High fee All

Care homes

Pay levels .20** (H) .34 .47**(L) .33

Pay for unsocial hours .25 .13 .39 .28

Pay progression .37* (H) .38 .55*(L) .44

Weekend working .17* (H) .23 .46*(L) .29

Long hours, long weeks .84* (H) .95**(H) .66*(L)**(M) .80

Task discretion .96* (H) .93 .89*(L) .93

Aggregate HR indicator .66 .67 .70 .68

Sample size 23 10 19 52

Domiciliary care providers

Pay levels .38**(M) **(H) .54**(L) .57**(L) .50

Pay for unsocial hours .36*(H) .40 .58*(L) .44

Pay progression .26**(M) **(H) .57**(L) .52**(L) .46

Weekend working .29 .49 .31 .38

Long hours, long weeks .63 .66 .62 .64

Task discretion .82 .81 .91 .84

Aggregate HR indicator .62*(H) .66 .70*(L) .66

Sample size 15 20 15 50

Note: L, M and H refer to significant differences (ANOVA – analysis of variance Gabriel test) with

those providers in receipt of low, medium or high contractual fees, respectively.

**p< .05; *p< .01. Only those sub-indicators are listed with a statistically significant difference between

providers classified by fee level. See Appendix Table A3 (available online at: http://jir.sagepub.com, also avail-

able on request from the author) for details of components of sub-indicators.
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and just three under a cost-minimising contractual relationship. Conversely, among
the lowest paying 20 care homes, nine are under a cost-minimising relationship and
only four a partnership. The pattern for domiciliary care providers is similar.

Nevertheless, as with fee levels, the effects of contractual relations on HR
practices sometimes conflict with expectations. For care homes, partnership rela-
tionships with LAs do exhibit the expected positive impact on other aspects of pay
practice, particularly pay progression opportunities (Table 5). However, certain
working-time practices again conflict: care homes in the mixed category were
least likely to have requirements for long-hours working.

Finally, Table 6 reports the influence of our third contracting dimension
(applied to care homes), the share of users who were LA funded. As anticipated,
care homes with over two-thirds LA-funded residents have a statistically significant
lower score for the pay level indicator; indicators for unsocial hours and pay pro-
gression are also lower, although not statistically significant. The requirement to
work weekends, however, is equally likely in care homes with low and high shares
of LA-funded users.

Regression analysis

For all providers, the type of contractual relationship with the LA and the con-
tractual unit fee level offer some, but overall relatively weak, explanatory power in
the regression models (Table 7). For domiciliary providers, the fee level is in fact
one of only two statistically significant variables that explain variation in the

Table 4. Normal pay for care workers by type of contractual relationship.

Range of normal pay Number of providers by type of contractual relationship

Cost-minimising Mixed Partnership

Care homes

Top 10 £6.85–£8.12 1 2 7

Top 20 £6.23–£8.12 3 4 13

Bottom 20 £5.73–£6.00 9 7 4

Bottom 10 £5.73–£5.75 5 4 1

All care homes £5.73–£8.12 14 17 20

Domiciliary care providers

Top 10 £7.14–£10.00 0 3 7

Top 20 £6.73–£7.10 3 4 13

Bottom 20 £5.77–£6.26 8 9 3

Bottom 10 £5.77–£6.00 5 4 1

All domiciliary providers

£5.77–£10.00

14 15 22

Note: See Rubery et al. (2013) for derivation of classifications of contractual relationship.
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aggregate HR indicator, after controlling for other variables, and has the expected
positive direction of association. The type of contractual relationship offers no
explanatory value for either homes or domiciliary providers. Among the six HR
indicators, fee levels explain differentiation in the indicators for pay levels and
recruitment and retention for homes, and for pay strategy and working time for
domiciliary providers. In all cases, the relationships are again positive. The statis-
tical significance is especially strong in the models for care homes.

We also now find some explanatory power associated with the type of contrac-
tual relationship for the indicators of pay levels and employee development,
although it is negative for homes, which conflicts with the descriptive statistics.
The share of LA-funded users does not generate any statistically significant results
for care homes.

The regression results illuminate the significance of other variables. The most
powerful is whether or not the provider operates for a profit. For-profit homes and

Table 5. Quality measures of providers’ HR practices by type of contractual relationship.

Sub-indicators Cost-minimising Mixed Partnership All

Care homes

Pay levels .24**(P) .27*(P) .44**(C) *(M) .33

Pay for unsocial hours .31 .15*(P) .37*(M) .28

Pay for training .98 .89 .89 .91

Pay progression .33*(P) .41 .54*(C) .44

Weekend working .27 .12**(P) .46**(M) .29

Long hours, long weeks .74 .93**(P) .71**(M) .80

Time off for training .93 .75 .93 .87

Aggregate HR indicator .68 .66 .69 .68

Sample size 14 18 20 52

Domiciliary care providers

Pay levels .43*(P) .45 .58*(C) .50

Pay for unsocial hours .37 .38 .53 .44

Pay for training .77 .83 .76 .79

Pay progression .38 .38 .56 .46

Weekend working .48 .29 .37 .38

Long hours, long weeks .67 .61 .64 .64

Time off for training .88 .80 .98 .90

Aggregate HR indicator .62**(P) .66 .69**(C) .66

Sample size 13 15 22 50

Note: C, M and P refer to significant differences with those providers experiencing cost-minimising, mixed

or partnership relations with their LA.

**p< .05, *p< .01.
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domiciliary providers have significantly lower aggregate HR practice index scores
than voluntary sector organisations; indeed, this is the single most important vari-
able for domiciliary providers and strongly significant (although note that our
sample only includes six voluntary sector domiciliary providers). For-profit care
homes score a lower pay level indicator and recruitment and retention indicator
than voluntary homes, and for-profit domiciliary providers score lower on the pay
strategy and working time indicators. Ownership-type also matters; for example,
single-establishment domiciliary care providers score higher on the recruitment/
retention indicator than local or national chains. Finally, the local labour market
matters, especially for care homes: the two indicators of pay strategy and working
time are significantly higher for homes located in areas with high median part-time
pay for women (although caution is required given the low adjusted R2).

Interrogating views from national chain employers

The quantitative results suggest that the nature of contracting can impact positively
on pay and the standards of HR practices, yet its influence is weaker than antici-
pated. Detailed interviews with senior managers at the headquarters of 10 national
chain providers (nine for-profit, one voluntary not-for-profit) throw some light on
this puzzle.

National chains are interesting for several reasons. They account for the largest
share of our surveyed providers (compared to local chains and single-site estab-
lishments) and have grown in prominence in the sector. Also, unlike local chains or
single establishments, national chains face an interesting strategic choice of whether
to adapt pay and HR practices to varying local conditions or to smooth out local
differences in contracting and labour demand by implementing a national pay and
HR policy.

Table 6. Quality measures of care homes’ HR practices by share of users with LA funding.

Sub-indicators Low share Medium share High share All

Pay levels .43**(H) .45 .25**(L) .33

Pay for unsocial hours .40 .19 .23 .28

Pay for training .92 .86 .92 .91

Pay progression .51 .44 .40 .44

Weekend working .25*(M) .64*(L) **(H) .23**(M) .29

Long hours, long weeks .79 .82 .79 .80

Time off for training .88 .86 .86 .87

Aggregate HR indicator .69 .70 .67 .68

Sample size 16 7 29 52

Note: L, M and H refer to significant differences with those providers with low, medium or high shares of

users LA funded. Low refers to a 0%–33% share of users, medium 34%–66% and high 67%–100%.

**p< .05; *p< .01.
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One of the challenges that we’ve got in relation to our terms and conditions at the

moment is, do we actually adopt a standard approach in terms of certain things like

pay for training, CRB [Criminal Records Bureau], uniform policy? Or do we actually

say, just go local and align it to what’s happening in your local market? (NatDom2,

for-profit)

All but one of the 10 national chains emphasised the difficulties of managing
varying relationships with LAs. Managers said differences in LAs’ approaches to
communication, contractual details and commissioning practices generated waste
and duplication. Moreover, some interviewees said that aggressive pricing strate-
gies by some LAs were stretching the viability of funding and placing at risk the
company’s reputation to meet minimum service standards:

Local authorities will sometimes fix in the contract what the price should be. So I

suspect they haven’t necessarily market tested whether you can get care workers at

some of those rates. . . . We will walk away from contracts if we think that the local

authority is going for cheap and cheerful and basically putting lives at risk.

(NatDom4, for-profit)

Some providers go in at pricing that . . . I just don’t know how they can provide a safe

service on price. And I think one of the challenges for us as a business is to say, . . . if we

want to develop people, if we want to retain them, if we want to give them a career as

opposed to a job, then that’s going to cost more than £9 an hour. (NatDom2, for-profit)

While such frustrations seem valid, it is surprising that national chains have not
responded by levelling out differences in contract margins to establish a decent set
of minimum standards across company branches. Only two of the 10 had imple-
mented a national pay scale and national terms and conditions – one was agreed
jointly with the trade union, the General, Municipal and Boilermakers’ union,
GMB (NatHome4, for-profit), and the other is a local-national hybrid arrangement
that facilitates local fixing of jobs to pay grades (NatHome3, for-profit). A typical
view among the other eight chains was that differing LA contracting arrangements
hindered standardisation of employment conditions.

We don’t have any national rates. We have purely local rates and so some parts of the

country it’s national minimum wage, in other parts it would be significantly higher than

that . . .There has got to be a match between money coming in and money going out.

(NatHome2, for-profit)

We can’t pay the same rates everywhere because we get paid differently in different places.

(NatDom5, for-profit)

However, as we saw earlier, national chains in domiciliary care appear to favour
adapting pay downwards rather than upwards, evidenced by the weak elasticity of
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pay to higher fee levels. A plausible interpretation of their HR strategy is that in the
absence of tight labour markets and/or trade union presence, these employers will
take the opportunity to maximise margins by not adjusting pay significantly
upwards.

Although not part of the survey design, the telephone survey fortunately
included several providers from the same national chains, thereby enabling further
interrogation of pay strategy. The survey included seven from the NatDom1 chain
and six from NatDom2, both for-profit companies. Both firms have contracts with
LAs paying low, medium and high fee levels, and one might therefore anticipate
variation pay rates. Instead, NatDom1 consistently set hourly pay within a narrow
range of less than £1 (£5.87–£6.51) and NatDom2 a similarly narrow although
higher range (£6.00–£6.89), while unit fees for both varied by around £4 (£10.45–
£14.25/£14.50). In 12 of the 13 surveyed branches, the rate of pay is below the trend
line in Figure 2(b), with an especially large negative penalty at NatDom1.

Indeed, the four NatDom1 providers in receipt of medium or high fee levels had
adopted an overwhelmingly standardised low-pay policy consisting of a low
normal pay rate (£5.93–£6.51), narrow differentials between entry rates and
normal pay (zero to 30 pence) and limited unsocial hours premiums (0%–30%
for weekends and nights). This despite senior manager claims that the company
‘has adopted the practice of paying people in accordance with the contract that
they’re working on’ (NatDom1). These four NatDom1 providers also applied con-
sistently poor HR practices, offering zero-hours contracts only and providing only
unpaid breaks between service visits, again despite medium/high fee levels.
Moreover, three of these four had partnership relations with their LAs.
These data put manager statements from providers that LA fees are ‘key to
whether we get a [pay] increase’ (NatDom1) into perspective. However, managers’
pay does appear to be linked to LA fees: branch managers’ salaries ranged from
around £20,000 to more than £40,000, with bonus pay used to reward managers for
the contributions of their branch to the company. Thus, managers benefitted
directly from the strategy of low-cost services in high-fee areas.

Discussion

This article contributes to a more nuanced understanding of the interaction
between contracting type and quality of HR practices, adding to a growing body
of research on supply chains and the employment relationship (Marchington et al.,
2005; Doellgast, 2012; Wright and Brown, 2013). By disaggregating the nature of
contracting for the adult social care sector in England into three inter-related
dimensions, we derive the following results.

First, the contract fee level paid by an LA has a positive, albeit weakly signifi-
cant, relationship with pay levels and several other HR practices implemented by
care providers. An additional £1 in fees translates, on average, into 18 pence (domi-
ciliary care) and 14 pence (care homes) extra for a care worker’s normal rate of
hourly pay. Since labour costs constitute the bulk of a provider’s total costs, LAs
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may not consider this increase good value for money if the aim was to improve pay
in the sector. The fee level nevertheless has additional positive influences on pay-
ment of premiums for unsocial hours working – very significant in this 24-hour,
seven-days a week service. However, working time practices and work organisation
were sometimes better in low-fee than high-fee establishments.

Second, our results suggest a broadly positive association between the type of
contracting and the quality of pay and HR practices offered by care providers. Pay
rates were higher in providers under partnership-type relationships than in those
under cost-minimising or mixed relationships. However, the association with other
HR practices is less easy to explain, especially for care homes. This may reflect a
weaker link between contracting and opportunities for developing HR practices in
homes compared to the domiciliary sector, where LA-funded activities accounted
for a higher share of revenue and also involved detailed specification of tasks and
time allowed for the care work. Our third dimension, the share of care home users
reliant on LA funding, displayed the expected association with pay levels (reflecting
the lower LA fees compared to private fees), but divergent results with regard to
required weekend working.

These findings suggest that the quality of the LA contracting environment may
be a necessary condition for the improvement of employment standards, but not a
sufficient condition. For example, we only find decent levels of hourly pay (above
£7, close to the living wage at the time) among domiciliary care providers where
unit fees are £13 and higher, yet payment of these relatively high fees does not
guarantee normal rates of pay of £7 and above.

Overall, what is most striking about the data is the limited variation around a
low quality of HR practices across all providers. This puts the discussion of better
and worse HR practice into context; here, our findings complement those from
recent research on other UK services sectors that find limited evidence of a positive
association between product market characteristics, skill and pay (Lloyd et al.,
2013). The failure to establish a broader set of strongly significant statistical results
for contracting in part reflects the role other factors play in social care in mediating,
or distorting, the relationship between contracting quality and quality of HR
practices.

One key factor relates to the heterogeneity of organisations in the English
adult social care sector. Quality of HR practices is shaped by organisational
characteristics such as size, ownership and profit-making status (Kepes and
Delery, 2007). Therefore, quality supply chains may exert a stronger purchase
on approaches to HRM in particular types of organisations. Our analysis high-
lights two organisational characteristics that distort the potentially positive asso-
ciation between contracting quality and HRM – whether the provider (a) operates
for profit and (b) is part of a national chain. The evidence suggests for-profit,
national chain providers are least likely to distribute the benefits of better quality
contracting by improving employment standards. This may be because they are
better positioned to exploit monopsony employer power (Machin and Manning,
2004) or more exposed than voluntary sector providers to pressures of
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financialisation, managers’ demands for higher pay and the need to maximise
shareholder returns (Thompson, 2013).

Thus, while the favoured policy approach towards public services contracting
emphasises the innovative capabilities of the for-profit private sector, our findings
point to the reality of a hard-nosed HRM approach towards pay and quality of
working conditions. Senior managers at national chains told us that they valued the
freedom to exercise local discretion to adapt to contracting conditions, as well as
local labour market and competitive conditions. However, our analysis suggests
that discretion operates mostly to keep standards down and to prevent better
commissioning ratcheting up pay and the standard of HR practices in the sector.
National chain providers are certainly not acting as lead employers in the sector for
better pay and HR practices, and there is evidence to suggest that in fact they are
leveraging conditions downwards.

With the growing presence of national chains in the sector, particularly
among preferred providers, our evidence suggests that the extent of vulnerable
work will increase. The sector is characterised by low pay, fragmented working
time, insecurity of hours and weak opportunities for skill development, all prob-
lems that are being intensified by budgetary cuts; future analysis of workers’
views is therefore needed. The failure of response among employers and gov-
ernment reflects in part discriminatory norms that undervalue caring work
because it is ‘the quintessentially female identified activity’ (England, 2005:
382–383) and because low pay is wrongly assumed to be compensated for by
women’s preference for caring work (Folbre, 2001). Turning this tide requires at
a minimum new regulations for more favourable contracting practices that lock
in, or oblige, better quality HR practices. Without new lock-in agreements,
employers, especially the national chains, are likely to persist in their unwilling-
ness to distribute the benefits of partnership, high-fee contracting arrangements,
to care workers. Thus, although increased LA budgets for commissioning social
care are a necessary condition for improved employment conditions, two add-
itional reforms are required. First, union representation coupled with a sector-
level collective bargaining agreement is needed to establish, monitor and
improve the quality of HR practices and to counteract both monopsony
employer power and the undervaluing of care work. Second, evidence of win-
win benefits of social clauses in compulsory sustainable sourcing (Schulten
et al., 2012; Wright and Brown, 2013) suggests that we need a stronger national
regulatory framework for contracting adult social care services under which LAs
could require providers to move their HR practices up to a decent standard.
These reforms would shift the focus to changing employers’ behaviour through
direct action rather than assuming that positive responses will follow from
improved contracting relationships.
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Notes

1. Data sourced from press releases for market reports on domiciliary homecare
(www.laingbuisson.co.uk/MediaCentre/PressReleases/DomiciliaryCare2013PR.aspx).

2. Stage 1 involved a postal survey of 92 LAs; stage 3 involved case studies of 20 care

providers.
3. A set of Appendix tables (available online at: http://jir.sagepub.com, also available on

request from the author) provides details of surveyed providers and variables used in the

regression analysis.
4. Since 2012, known as the Disclosure and Barring Service.
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