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Outsourcing of Payroll Services 
 
Purpose of Report 
 
To seek Council approval to outsource the Council’s payroll function, following a 
recommendation from the Personnel and Policy Committee at its January meeting, and to 
invite Council to consider the available providers. 
 
Background 
 
At its January meeting, the Personnel and Policy Committee considered the current 
arrangements for payroll administration and recommended that Council explores the 
outsourcing of payroll services to a specialist external provider. 
 
The increasing complexity of payroll administration, pension reporting, HMRC compliance 
requirements and employment legislation has highlighted the benefits of using a dedicated 
payroll provider to support the Council’s financial and staffing operations. 
 
The Council’s current in-house payroll arrangements utilise ageing software. In addition, the 
Officer previously holding the greatest level of knowledge and experience in operating the 
payroll system no longer works for the Council. Consequently, and for a variety of reasons 
payroll production has not been as efficient as it once was, although that has improved 
following the temporary recruitment of an external resource with experience on the same 
software albeit a different version.  
 
It is also recognised that the administration of payroll in-house takes up a disproportionate 
amount of Officer time and resource. Whilst it is vital that staff are paid correctly and on time, 
payroll administration is not considered to be a core element of Council business. The 
Council’s limited Officer capacity should therefore be focused on areas where it will make the 
greatest operational and strategic difference to the organisation and the community. 
 
Provision for outsourced payroll services has been included within the approved current year 
budget as part of the Council’s ongoing commitment to strengthening governance, resilience 
and administrative efficiency. 
 
Merits of Outsourcing Payroll 
 
Outsourcing payroll services can provide several operational and governance benefits, 
including: 
 
• Access to specialist payroll expertise and up-to-date legislative compliance  
• Reduced risk of payroll errors and HMRC reporting issues  
• Improved resilience and continuity of service during periods of staff absence or leave  
• Greater efficiency in payroll processing and pension submissions 
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• Reduced requirement for payroll software management and updates  
• Additional assurance regarding data security and payroll record management  
• Allowing Officers to focus on wider operational and strategic duties 

 
The use of professional external providers also supports good governance and financial 
management arrangements in accordance with recognised proper practices for local councils.  
 
Matters for Council to Consider 
 
Whilst outsourcing payroll offers several advantages, it should be recognised that the 
arrangement will still require Officer involvement. Nor will outsourcing remove the Council’s 
responsibility as employer.  
 
Officer input will still be required to: 
 
• Collate and submit payroll information each month  
• Notify changes relating to staffing, overtime, sickness, pensions and allowances 
• Check and authorise payroll reports before payment  
• Liaise with the payroll provider regarding queries and corrections  
• Maintain oversight of staffing budgets and employment records 

  
Council should also ensure that any provider selected can demonstrate: 
 
• Experience of local council payroll administration  
• Compliance with GDPR and data protection requirements 
• Adequate professional indemnity insurance 
• Secure online systems and reporting arrangements  
• Appropriate knowledge of Local Government Pension Scheme requirements  

 
Payroll Providers and Cost Comparison 
 
 

Provider Monthly Cost Notes 

Out of Area Payroll Provider 1 Awaiting Quotation  

Local Payroll Provider 2 £90.00 + VAT Fully outsourced payroll service 

Local Payroll Provider 3 £150.00 + VAT Fully outsourced payroll service 

Local Payroll Provider 4 £200.00 + VAT Fully outsourced payroll service 

 
All external quotations received to date are considered to represent better value than the 
current in-house arrangements when compared to the total operational cost and resource 
commitment involved in maintaining payroll internally.  
 
The outsourced provider options would remove much of the operational payroll responsibility 
from Officers although involvement would still be required to collate and submit payroll 
information, authorise payroll reports and liaise with the provider regarding staffing changes 
and queries. 
  



 

3 | P a g e  
 

 
Recommendation 
 
That Council: 
 
1. Approves the outsourcing of the Council’s payroll function in principle following the 

recommendation of the Personnel and Policy Committee  
2. Notes the available payroll providers and quotations presented within this report 
3. Delegates authority to the locum Clerk, in consultation with two Councillors, to select the 

provider which best meets the Council’s operational, governance and financial 
requirements and to progress and finalise the necessary contractual arrangements 

 
 


