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Dear Sirs
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Introduction
The Chartered Institute of Payroll Professionals (CIPP) is grateful to have the opportunity to comment on the consultations for the National Minimum Wage (NMW) and the Accommodation Offset.  We are pleased to be able to feed into the policy and operational changes that arise from this consultation, and hope that this written response will form the basis of a continued relationship with the Low Pay Commission.  Company information about the CIPP and its role in representing employers can be found at the end of this response.

Purpose of response

To assist the Low Pay Commission:

· monitor, evaluate, and review the levels of the different NMW rates and make recommendations on the levels from October 2013;

· review the contribution the NMW could make to the employment prospects of young people, including those in apprenticeships, and consider the implications of the introduction of the Raising of the Participation Age in England on the youth rates and apprentice rate;

· review the accommodation offset; and

· evaluate the NMW regulations for salaried-hours workers, and consider whether there are any measures which could be taken to make arrangements as simple and easy as possible for employers and individuals.
Summary of key findings

The CIPP surveyed its members using an electronic survey tool.  Twelve responses were received, which, although low when considering a membership of more than 5,000, is not unusual given the holiday period.  However, none of the respondents provided accommodation for their workers so the CIPP is unable to provide a response to the Accommodation Offset questions. A breakdown of the survey results showing key demographic information is detailed later in this response.
In general, the respondents pay above NMW rates and were not affected by any proposed changes.  However, respondents in the retail and industrial sectors reported lower paid staff, with one retailer employing more than 50 staff commenting that historically they have always paid more than NMW, but they are finding that increasingly difficult and feel they are being pushed towards paying NMW rates.

One respondent commented that the NMW is having an impact on the charitable sector due to government spending cuts reducing contracts. 

There is acknowledgement amongst respondents that the NMW is a significant factor for those struggling businesses where salaries constitute a large part of the overall costs.  However, opinions are mixed as to whether the NMW regulations have a bigger impact on small firms than larger firms.

Although one respondent reported a specific problem determining NMW rates for salaried staff who also receive commission, all other respondents had no problem understanding the NMW rules or guidance.
Yours faithfully
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Helen Hargreaves 
Senior Policy & Research Officer

Should you require clarification of any of the points that have been made in this response, please do not hesitate to contact me or another member of the Policy and Research Team.

Contact details:
Senior Policy & Research Officer

Helen.hargreaves@cipp.org.uk
Senior Policy & Research Officer
Samantha.mann@cipp.org.uk 

Senior Policy Liaison Officer 
Diana.bruce@payrollprofession.org
Associate Director of Policy, Research, and Strategic Visibility

karen.thomson@payrollprofession.org 

Electronic Survey Results
In order to provide the Low Pay Commission with detailed information about the effects of the National Minimum Wage on different sized employers in different sectors and locations, the findings below include this detail rather than simply providing a general summary of member opinion.
Level and Impact of the NMW

Question 10 

How has the NMW affected your business?
	Size
	Region
	Sector
	Comment

	More than 50
	North West
	Charity not for profit
	Not a great deal due to most staff being paid above NMW



	More than 50
	South East
	Retail
	We have always pegged our basic sales assistant rate above NMW, but we are finding it is more difficult to achieve each year with the increase verses lower sales - we feel to be pushed towards the minimum



	Less than 50
	Midlands
	Accountancy
	In the service delivery it impacts simply because we have to be aware of it, however from an employer angle there is little direct impact as our pay rates are for qualified and/or experienced staff so rates paid are well in excess of NMW.



	More than 50
	Midlands
	Manufacturing (food)
	It hasn't. We always paid above the NMW

	Less than 50
	South East
	Payroll Bureau
	It really only affects two of my companies which are in the retail and industrial sector.  The two companies keep a lot of their staff on the NMW this probably saves them quite a bit of money.

	More than 50
	South East
	Marine pilotage & harbour conservancy
	No impact - all employees are paid well in excess of the NMW


Question 11

Has the NMW impacted your particular industry sector?

	Size
	Region
	Sector
	Comment

	More than 50
	North West
	Charity not for profit
	Yes, government spending cuts reducing contracts limits staff numbers



	Less than 50
	Midlands
	Accountancy
	Yes in as much as it now needs to be monitored on behalf of our clients who pay it, so it adds to the admin burden - as well as the costs of employing staff - of the employer.



	More than 50
	Midlands
	Manufacturing (food)
	Don’t think so

	More than 50
	South East
	Marine pilotage & harbour conservancy
	No


Question 12

How significant is NMW in comparison with other pressures faced by business?
	Size
	Region
	Sector
	Comment

	More than 50
	North West
	Charity not for profit
	Significant but not excessive for us



	Less than 50
	Midlands
	Accountancy
	That would depend on what the other pressures were - it's very significant to a business that is struggling in the poor economic climate.



	More than 50
	Midlands
	Manufacturing (food)
	Insignificant

	Less than 50
	South East
	Payroll Bureau
	It is something that I keep an eye on for them as part of my duties for the respective companies.



	More than 50
	South East
	Marine pilotage & harbour conservancy
	Could be significant to businesses other than the one I work in where employment costs remain a large part of overall costs.




Question 13

Do you think NMW has affected small firms (less than 50 employees) more than larger firms (more than 50 employees)?
	Size
	Region
	Sector
	Comment

	More than 50
	North West
	Charity not for profit
	Yes

	More than 50
	South East
	Retail
	Yes.

Smaller firms often run on extremely tight margins.  New companies growing from maybe just family members to employing a workforce now have to ensure they are increasing production to cover ever increasing costs in this very difficult times




Smaller firms are struggling with VAT, CT etc and as the employees are not skilled or have no qualifications for the jobs they entail the NMW is quite high.

	It also varies from different cities as in London the NMW is probably quite low due to the cost of living there.



	Less than 50
	Midlands
	Accountancy
	If an employer can afford to employ more than 50 employees then they must have a higher income stream - therefore are in a better position to pay a reasonable minimum rate. Whereas for a very small employer looking to build up sufficient turnover to be able to take on their first member of staff, knowing that they will have to comply with a statutory minimum rate inevitably has a greater impact.

However it is conceivable that both are directly affected as the NMW pushes up the hourly rate of pay across the board - it also impacts on employment relations where the NMW is increased but other rates are not i.e. in times of a pay freeze.



	More than 50
	Midlands
	Manufacturing (food)
	Yes

Small firms (generally) have profit margins.



I do not think it should affect a smaller business any more than a larger business.  I think this because a lot of small companies use bureaux who should ensure that they are keeping to the NMW and larger companies should have this as part of their set up.

	

	More than 50
	South East
	Marine pilotage & harbour conservancy
	Yes


Question 15
In your experience, what has been the impact, if any, of NMW on the labour market position of particular groups of workers including: Ethnic Minorities, Migrant Workers, Disabled People, Older Workers, and those with no qualifications
	Size
	Region
	Sector
	Comment

	Less than 50
	North West 
	Accountancy
	Don’t think there is any impact on singling out any group of workers it is hard to get a job as it is without the NMW being high for small employers and the Employer NI increasing as well.  They have just
cut people’s hours down and probably will do again if the NMW goes up again. It is not really doing anyone any favours.



	Less than 50
	Midlands
	Accountancy
	It has guaranteed a higher rate of pay or at least the legal recourse if needed.



	More than 50
	Midlands
	Manufacturing (food)
	I can only answer for my company, and there has been no discernible impact on us in respect of these groups of workers




Question 16

In October 2012 the adult minimum wage rate will be £6.19.  What do you think the rate should be in October 2013?

	Size
	Region
	Sector
	Comment

	More than 50
	North West
	Charity not for profit
	£6.30

	More than 50
	South East
	Retail
	£6.20

	Less than 50
	North West
	Accountancy
	I think it should just stay the same for this current year and see how the economic climate goes.

	Less than 50
	Midlands
	Accountancy
	I think the rate should increase in line with increases to the ROI so if for arguments sake the ROI actually went in to negative then - no increase (but no decrease either)



	More than 50
	Midlands
	Manufacturing (food)
	At least £7.00

	
	
	
	

	Less than 50
	South East
	Payroll Bureau
	The NMW for all ages should rise by at least the higher of RPI or CPI plus 2% at the time of the calculation

	More than 50
	South East
	Marine pilotage & harbour conservancy
	£6.35


Young People, Apprentices and Interns
Question 19

Has the NMW had an impact on your employment of young people under the age of 21?

	Size
	Region
	Sector
	Comment

	More than 50
	North West
	Charity not for profit
	No

	More than 50
	South East
	Retail
	No

We do not differentiate on age, but due to products sold only employ those over 18



	More than 50
	Midlands
	Manufacturing (food)
	No

We always pay the going rate for the job they will do - not their age



	Less than 50
	South East
	Payroll Bureau
	Yes

It allows employers to take on younger employees and train them on a lower wage.



	More than 50
	South East
	Marine pilotage & harbour conservancy
	No

We have no employees under this age and due to the nature of current recruitment requirements it is unlikely that candidates under this age would have been able to acquire the necessary skills and experience




The respondent demographics do not affect the answers to the remaining questions as generalised or speculative answers were given. 

Question 20

Do you think there will be any implications for the NMW when the education and training participation age is raised in England from 16 to 18 between 2013 and 2015?
The majority of respondents feel that there will be no effect, however one respondent made the following comment:
“Yes.  It seems silly because 16 year old don’t even go to school now so it will just be 16-18 year olds hanging around the streets because there are no jobs or apprenticeships for them and they won’t go to school.

It should be compulsory to do 2 years in the forces or learn a trade as an apprentice even if it is free and they don’t get paid. They will have more chance and discipline to get a job when they turn 18”.

Question 23

In October 2012 the NMW for young people and apprentices will be: 
16-17            £3.68, 18-20            £4.98, Apprentices  £2.65 
What do you think the rates should be from October 2013?

The following suggestions were given by CIPP members:
· I certainly think they should stay the same for this year again due to everyone struggling at the moment as it is, I think it will affect the working people more as businesses will have to cut hours if the rates go up.
· In line with ROI
· 16-17 at least £5, 18-20 at least £6, apprentices at least £3.50
· They should all rise by the same amount as the main NMW

· 16-17 £3.80, 18-20 £5.10, apprentices £3.50
Salaried – Hours workers
Question 25

Have you had any problems understanding or operating the current NMW rules for salaried-hours workers?

Question 26

Do you find the official guidance on the NMW rules for salaried-hours workers easy to understand and operate?

One respondent reported a specific problem determining NMW rates for salaried staff who also receive commission, no other respondent had problems understanding the NMW rules or guidance. 
Company Information

The Chartered Institute of Payroll Professionals (CIPP) was established as an official industry body in 1985 when the Institute of British Payroll Managers (IBPM) was formed. In 1998, the IBPM merged with the Association of Pensions and Superannuation Administrators (APSA) to form the Institute of Payroll and Pensions Management (CIPPM), which became the Institute of Payroll Professionals in September 2006 and was granted Chartered Status in November 2010. The CIPP is the Chartered Institute for payroll professionals in the UK and currently has in excess of 5,000 members enjoying a range of benefits.  In addition, the CIPP is the UK’s leading provider of education for payroll, and has a Pensions Faculty responsible for delivering qualifications and membership services to those responsible for public sector pensions and now Automatic Enrolment.

The mission statement of the CIPP is:

Leading payroll and pension professionals through education, membership and recognition

Representation


The views of the Chartered Institute are sought and valued by government departments and other organisations, as witnessed by its representation on bodies ranging from HMRC, and other external Employer Consultation Groups.  The Institute, through its Policy team headed up by Karen Thomson, has been responding to consultation documents and attending consultation meetings for more than 16 years.  

As a result of this sustained effort, we have created sound working relationships with the DWP, HMRC, BIS and other government departments.
The Chartered Institute operates an Advisory Service staffed by professionals able to provide accurate and authoritative advice on a wide range of topics. It also runs national forums which allow members direct contact with representatives from HMRC and other relevant bodies and also provides a forum for members to input and feedback on the CIPP’s policies. 

Education

The Institute validates and controls a wide range of professional qualifications in both the payroll and public sector pensions sectors, from Foundation Degree level to Masters level. CIPP Education, a wholly owned subsidiary of the CIPP, it delivers the qualifications and provides tutors at officially recognised standards. CIPP Education also runs a comprehensive range of short training courses throughout the UK.
Events

The CIPP also runs a series of conferences throughout the year, culminating in the Annual Payroll & Pensions Conference and Awards Ceremony. 
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The Chartered Institute of Payroll Professionals (a company incorporated by Royal Charter)
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[image: image3.jpg]Gk

v

UKAS

QUALITY
MANAGEMENT

FS 72681



