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Introduction
Following the publication of an excellent study by UCATT entitled The Great Payroll Scandal, RMT has
conducted a similar analysis of the current state of affairs regarding bogus self-employment on the railway.
Of some 88,000 PTS cardholders, 67,000 are not directly employed by Network Rail. RMT believes that less
than 10% are full-time employed and that the remainder may well be working under bogus self-employment
on zero-hours contracts.
As in construction, the Construction Industry Scheme and payroll companies are often used on the railway
by unscrupulous contractors, and the Gangmasters Licensing Authority does not include railway
infrastructure work in its remit.
In fact, construction and railway contracting is dominated by an almost identical set of contractors. For
example, of Network Rail’s top 20 suppliers (paid out over £2.5 billion in 2012/13) thirteen worked in both
railway operations and construction.
The UCATT report notes that:
“In recent years there has been a major change in how false self-employment often occurs. A multi-million
pound industry has been created to try to legitimise these practices.
Increasingly individual firms are outsourcing false self-employment practices to payroll companies.
A payroll company operates by requiring a worker to sign a contract stating they are self-employed. In many
cases the worker in reality still works for a single employer but will be denied all the rights of an employee.
To add insult to injury the worker is usually expected to pay for the payroll company’s services with a weekly
charge (usually £15-£25) taken directly from their wages”.
Furthermore, the report estimates that false self-employment is costing the Exchequer £1.9 billion per
annum.
Network Rail is majority funded by the taxpayer through the Network Grant. It is clear that the taxpayer is
now paying for a largely casualised workforce, with potentially deadly consequences in a safety critical
industry. In addition, the activities of payroll companies cost the Treasury millions every year.
RMT will continue to campaign for all work on our railway network to be undertaken in-house, without
subcontractors, employment agencies, payroll companies, umbrella companies or any of the other
mechanisms used to heighten the exploitation of the workforce.
This booklet outlines the casualisation of Britain’s workforce as a whole and in particular on the railway as
well as the extent to which it is being promoted by Network Rail and the safety concerns that the ORR have
raised about the phenomenon.
It provides an example of the scheme run by a Network Rail contractor and contains a list of immediate
demands which we must continue to fight for in order to secure a decent working life for our members.
Yours sincerely

Bob Crow, General Secretary
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The casualisation of work
This government is committed to casualising work in order to increase the exploitation of the workforce. To
date they have enjoyed a number of successes, using high unemployment as a means to weaken the terms
and conditions of workers.
According to the most recent figures available from the Office for National Statistics, temporary employment
has increased dramatically between December 2011 and December 2012.
The number of temporary workers in the labour force increased by 7.3%, with those on fixed period
contracts increasing by 11.2%, those temping for agencies increasing by 4.4% and those working casually
increasing by 16.4%.
For part-time temporary workers these figures are just as dramatic with those temping for agencies
increasing by 17.7% and those working casually increasing by 15.5%.
In January 2013, an RMT parliamentary group member, Katy Clark MP asked the Secretary of State for
Business, Innovation and Skills what recent analysis his Department had carried out on the use of zero hour
contracts and if he would make a statement. The BIS minister responded, stating that “The Office for
National Statistics collects data on types of flexible working including zero hour contracts as part of the
Labour Force Survey. In the second quarter of 2012, there were 117,000 people on zero hours contracts.
This is in comparison to 106,000 in the second quarter of 2011.”
In the year under analysis, the use of zero hour contracts had increased by over 10%.
However, in May 2013, the Director General of the Office for National Statistics stated that: “It is estimated
that for the period October to December 2012 there were 200,000 people aged 16 and over in employment
who reported that they were on a zero-hours contract in the UK”. Therefore, the increase in the use of zero
hour contracts between the 2nd and 4th quarters of 2012 was 70%.
These increases have taken place amongst those in employment. They are not related to job creation.
With unemployment still high in Britain, it is clear that a massive shift in taking place in the type of work
available in Britain with a clear decline in permanent employment and a massive increase in zero-hours and
temporary work.
Nowhere is this more obvious than in railway infrastructure and construction jobs.

“Overall, headcount is projected to reduce over CP5 by around 1,050, which is equivalent to a
reduction of eight per cent in total workforce....Track direct employees have the greatest
absolute reduction of around 800”.
“We will achieve efficiencies of 18 per cent by the end of CP5 by making greater use of Tier 2
contractors...”

Network Rail Strategic Business Plan January 2013
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Bogus Self-Employment
Bogus self-employment is growing rapidly on the railway. When a worker becomes legally self-employed
he/she misses out on:
• Paid sick leave
• Holiday pay
• Overtime rates
• Redundancy pay
• Travel allowances
• Pension contributions
• Employment protections
One of the key ways in which unscrupulous employers encourage bogus self-employment is through the use
of payroll companies. Bogus self-employment is also a means by which an employer can go about avoiding
their obligations under the Agency Workers Regulations.

Payroll Companies
Contractors engage pay roll companies in order to maximise profits at the expense of their employees. It is
one of the ways in which they convert employers into bogus self-employed workers.
Two methods are used by the payroll companies in order to achieve this:
1.

Switching PAYE employees to self-employed workers engaged by the payroll company.

2.

Transferring PAYE employees to an umbrella company operated by the payroll company. In this
instance the worker remains a PAYE employee but with a different employer.

The Construction Industry Scheme (CIS) is often used on the railway for contracting firms to make tax
deductions from the pay of the self-employed worker.
RMT considers this to be one of the main issues which encourage bogus self-employment.
Switching PAYE employees to self-employed workers engaged by the payroll company.
According to the UCATT report the worker needs to “freely choose” to switch to self-employment (but
engaged by the payroll company) by signing a contract, for which the employer often offers a small incentive
(such as a small increase in hourly rate).
However, “once the contract is signed the worker is then self-employed and no longer entitled to sick pay,
holiday pay, a company pension or the national minimum wage.
The newly self-employed workers is then invited to apply for a Unique Tax Reference Number under the
Construction Industry Scheme (CIS) and once this is done the company can then make deductions for tax
from the pay of self-employed sub-contractors at source”.
This allows the fee charged by the payroll companies to the original employer to be offset for tax purposes
against the workers earnings.
Transferring PAYE employees to an umbrella company operated by the payroll company. In this instance the
worker remains a PAYE employee but with a different employer.
Using umbrella companies to allow construction firms to “avoid paying Employers’ National
Insurance by switching their workers to employment by an “umbrella company” operated by a
payroll company”.
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Through this method the worker remains a PAYE employee but with a different employer.
According to the UCATT report:
“The cost saving to employers is achieved thanks to a tax dodge which involves using tax relief on
employee’s travel and subsistence expenses to pay Employers’ National Insurance... Instead of passing on
tax relief on expenses to the individual worker entitled to it, the umbrella company (run by a payroll
company) uses the lion’s share of this sum to pay Employers’ National Insurance and its own fees”.
“In reality, however, many of the employees who are switched by their employers to employment by an
umbrella company are not really carrying out a series of short-term contracts at all. They are still working
uniquely for the same construction company they have been working for all along. Instead of being paid
directly by that construction company, the worker is now paid by an umbrella company, making it look as
though he or she is carrying out a series of temporary contracts. And because the worker appears to be
carrying out temporary contracts, he or she also appears to be entitled to tax relief on travel and subsistence
expenses”.
The example of the use of payroll by umbrella companies included in this pamphlet is from a member
carrying out Network Rail work.

Safety
In addition to the consequences for the pay, terms and conditions of the worker there are also very serious
safety concerns relating to the operations of contractors and payroll companies.
RMT is not the only organisation with serious concerns about the safety of these operations.
The Office of Rail Regulation, when questioned by RMT, acknowledged that zero hours contracts “appear to
be a common form of securing staff for the engineering contract business” and stated that they are “mindful
of the considerable risks that can arise from safety critical staff working for more than one employer”.
Ian Prosser, the Director of Railway Safety in the Office of Rail Regulation recognised the problem and has
stated that “either through accident, misunderstanding or deliberate misinformation, it is possible for staff
to work more than the maximum number of hours any one employer would accept”.
He went on “one of the specific findings of the Labour Only Supply Companies investigation carried out by
ORR was that, although the widespread use of notionally ‘self-employed’ staff on zero hour contracts has
some immediate and short term benefits with regard to staff flexibility and costs, it has a generally negative
effect on the attitudes and behaviour of those involved, which is not conducive to the development of a safe
railway”.
Furthermore he noted that “Network Rail are already concerned that some staff are become excessively
fatigued by working multiple successive shifts, and exposing themselves and others to risk as a result”.

“The widespread use of notionally ‘self-employed’ staff on zero hour contracts has
some immediate and short term benefits with regard to staff flexibility and costs, it has
a generally negative effect on the attitudes and behaviour of those involved, which is
not conducive to the development of a safe railway”
Ian Prosser, the Director of Railway Safety in the Office of Rail Regulation
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Labour Only Suppliers to Network Rail
Of the 67,500 workers engaged by Network Rail through over 500 contractors and labour only suppliers,
RMT believes that less than 10% are engaged on permanent contracts.
A number of labour only suppliers which Network Rail engages are shown in the following table. This table
also shows how many workers are actually employed by these labour only suppliers. This information
differs dramatically from what the companies themselves claim. For example, McGinley Support Services
Ltd (whose most recently available accounts state have 111 employees) claim “one of the largest family
run staffing business in the UK employing some 250 staff, supply over 3,000 people every day”. Or Cleshar
Contract Services Ltd (whose most recently available accounts state that only 8 people are employed)
claim “more than 1,200 trained and experienced operatives and a fleet of 250 vehicles”.
Labour only suppliers, and other employment agencies, commonly use payroll companies and a significant
proportion of those below do. In many cases the worker has little choice as to which payroll/umbrella
company is to be used, and in some cases those companies are closely linked to the contractor.
In some cases an individual worker may be sponsored by up to 8 contractors at any one time, and in an
extreme case by up to 20 contractors. This means it is extremely difficult to regulate working hours and
quality. As stated previously, the Office for Rail Regulation believes that this is “not conducive to the
development of a safe railway”.
This could not take place if the workers were directly employed, as opposed to being sponsored.
It is obvious that Network Rail is the most significant client of these Labour Only Suppliers and as such is
actively encouraging bad practice.
Labour Only Supplier

Revenue £m
(in last available
annual accounts)

No of Employees
(in last available
annual accounts)

McGinley Support Services Ltd

48.9

111

Vital Rail Ltd

21.3

17

Bridgeway Consulting Ltd

13.2

305

Malla Rail Ltd

7.3

31

TES2000 Ltd

7.3

255

Coyle Personnel Plc

61.4

112

SW Global Resourcing Ltd

13.8

240

MDA Rail Ltd

N/A

163

Cleshar Contract Services Ltd

64.5

8

241.6 (of figures available)

1,242 (of figures available)

Further 30 suppliers provide 20% of spend
Total
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The table below shows Network Rail’s Top 20 Suppliers in 2012-13 (correct to April 2013) some of which
actively use payroll companies, with infrastructure contractors highlighted:
Supplier name

Spend

Description of goods, services or product

% of total

EDF Energy

296,589,908

Electricity supply

5.40%

Costain Ltd

184,496,321

Infrastructure contracting

3.40%

Carillion Construction Ltd

180,188,254

Infrastructure contracting

3.30%

Babcock Rail Ltd

177,369,378

Track infrastructure contracting

3.20%

Balfour Beatty Civil Engineering Limited 170,291,125

Infrastructure contracting

3.10%

Amey-Colas

166,172,643

Track infrastructure contracting

3.00%

Invensys Rail Ltd

159,053,469

Signalling infrastructure contracting

2.90%

Atkins Ltd

120,576,021

Signalling infrastructure contracting,
consultancy services

2.20%

Tata Steel UK Ltd

114,865,267

Steel rail supply

2.10%

J Murphy & Sons Ltd

102,163,365

Infrastructure contracting

1.90%

Balfour Beatty Rail Ltd

100,181,409

Track infrastructure contracting

1.80%

DB Schenker Rail (UK) Ltd

98,463,850

Rail logistics

1.80%

BAM Nuttall Ltd

94,304,280

Infrastructure contracting

1.70%

VolkerFitzpatrick Ltd

88,533,926

Infrastructure contracting

1.60%

Amey OWR Ltd

86,358,965

Structural inspection services

1.60%

Signalling Solutions Ltd

84,675,626

Signalling infrastructure contracting

1.50%

Amalgamated Construction Ltd

78,231,081

Infrastructure contracting

1.40%

British Transport Police

75,508,945

Station & line side security

1.40%

Geoffrey Osborne Ltd

66,756,379

Infrastructure contracting

1.20%

C Spencer Ltd

65,285,478

Infrastructure contracting

1.20%

Grand total

2,510,065,690

45.70%

Example of a payroll company operating now
Overleaf is an example of an RMT member engaged by a railway contractor and paid through a payroll
company.
The payroll company first provides a “payment reconciliation” slip and then proceeds with its deductions.
Before the deductions are made the rate is £9.50 per hour.
Following the deductions the payroll company then provides a payslip. It should be noted that now that the
deductions have taken place, the rate has fallen to £6.19 per hour. This is the National Minimum Wage.
Not only is a skilled track worker, previously employed by Jarvis, now working for the minimum amount an
employer can legally pay, but is doing so without:
•

Paid sick leave

•

Holiday pay

•

Overtime rates

•

Redundancy pay

•

Travel allowances

•

Pension contributions

•

Employment protections
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EXAMPLE PART 1. PAYMENT RECONCILIATION

The employer is paying their
national insurance contributions,
and the workers holiday pay
from the workers wages.
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EXAMPLE PART 2. PAYSLIP

By coincidence, after all the deductions,
the worker is now working for the national
minimum wage of £6.19 per hour, instead
of the promised £9.50.

9

The great rail payroll rip off

What we want
The 2013 RMT Engineering Grades Conference condemned the growing casualisation of the workforce. The
Conference called for an immediate reduction in the number of agencies and contractors working towards
an eradication of all forms of precarious temporary employment in the industry.
It demanded that each grade/role is given the same rate of pay and had a minimum standard of training,
that good quality PPE is provided and that all companies/agencies should sign up to the RMT Principles of
a Fair Culture (see back cover) and if they don’t then they should be barred from the infrastructure.
Furthermore the Conference demanded an immediate inquiry into the legal issues surrounding working
hours and travelling time, and an end to the 14 hour door-to-door practice. It is clearly extremely difficult to
monitor this where a worker is engaged by several contractors.
RMT calls for an end to the use of precarious employment on the railway and for the workers involved to be
engaged directly on permanent contracts. This would secure an immediate end to bogus self-employment
and zero hours contracts.
Additionally, RMT will campaign for the CIS (Construction Industry Scheme) to be abolished immediately as
it encourages bogus self-employment and for the bar set by HMRC for the criminal prosecution of labour
providers who break the law to be lowered.
The Office of Rail Regulation acknowledge that the current state of affairs is unsafe, and RMT demands that
ORR takes action to protect the workforce and the travelling public.

IF YOU ARE NOT A MEMBER – JOIN!
IF YOU ARE A MEMBER - FIGHT TO END BOGUS-SELF EMPLOYMENT AND
ZERO HOURS CONTRACTS!
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Ethnic Group. (Please specify. This information is used as part of our equal opportunities policy)

A. White

English/Welsh/Scottish/Northern Irish/British

B. Mixed/multiple ethnic groups

Irish

Gypsy or Irish Traveller

White and Black Caribbean

Any other White background

White and Black African

White and Asian

Other mixed/multiple ethnic background

C. Asian/Asian British

Indian

Pakistani

D. Black/African/Caribbean/Black British
E. Other ethnic group
5

Arab
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African

Chinese

Caribbean

Other Asian background
Other Black/African/Caribbean background

Other ethnic group, please specify

Sexual orientation (This information will be used for monitoring purposes as part of our equal opportunities policy)
Hetrosexual
Sexuality
Do you identify as transgender?
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Bangladeshi

Homosexual
Yes

Bisexual
No

Prefer not to say
If you wish to be contacted with information about union activities for
lesbian/gay/transgender members please tick here

RMT - PRINCIPLES OF A FAIR CULTURE
Behaviours
• It will be clear to everyone, through the Lifesaving Rules, what behaviours
are expected of them at work.
• We aim for a fair culture where we can have honest and open discussions
about safety.
• Reporting will be encouraged, valued and listened to.
• Anyone who reports a near miss, unsafe behaviour, unsafe condition or
unsafe asset should be able to do so in a blame-free environment and will
be supported by the company.
• Failure to report an incident, near miss, unsafe behaviour, unsafe condition
or unsafe asset is unacceptable.
Consequences
• There will be consistent messages, processes and agreed consequences
applied to any breach of a Lifesaving Rule.
• All potential breaches of a Lifesaving Rule will be properly investigated in a
fair and transparent manner with RMT involvement.
• Where outcomes from an investigation determine further action is required
then they shall be subject to a separate process.
• No action against workers will be taken without recourse to a fair and
transparent process.
• Disciplinary action or sanctions against a worker shall as a minimum
include an investigation, a hearing and, where necessary, an appeal with
the right to RMT representation for its members at the hearing and appeal,
and observation at the investigation.

National Union of Rail, Maritime & Transport Workers
39 Chalton Street
London NW1 1JD
www.rmt.org.uk

