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CWU SUBMISSION TO LOW PAY COMMISSION CONSULTATION ON NATIONAL MINIMUM WAGE 2013

Introduction

The Communication Workers Union (CWU) represents over 200,000 members employed in the postal, telecommunications and financial services industries. 

The majority of CWU members work in well-unionised workplaces and enjoy basic rates of pay above the current National Minimum Wage (NMW) of £6.08 per hour. However, a number of our members are on, or close to, the NMW and below the level of a ‘living wage’ at which we believe the NMW should be set. 

The Low Pay Commission (LPC) has been asked to consider the appropriate level of the minimum wage rates from October 2013, together with a number of other issues including the labour market position of young people. As we outline below the CWU believes that:

· the LPC should commit to raising the NMW to a ‘living wage’ rate; 
· 2013 should see a significant increase, above inflation and average earnings, in the NMW as an interim step towards reaching a ‘living wage’; and

· the development, 16-17 year old and apprentice NMW rates should be equalised with the adult NMW. 

The CWU is a strong supporter of the NMW and of the work of the LPC. We believe that a minimum wage is a vital component of a fair labour market and we recognise the important role the NMW has played in improving the position of the lowest paid. Nevertheless we believe there is scope for it to go further. 

In advocating a transformation of the NMW to a living wage, we recognise that we are calling for a change in the approach the LPC has taken to its remit in recent years. However, we do not believe that recommending a living wage – or for the LPC to consider the standard of living which someone in receipt of the minimum wage can afford – falls outside of its scope and the broad task referred to the Commission by government. The LPC has been specifically directed to take into account the state of the economy; we would also submit that inflationary trends, poverty and living standards form a central part of this broader context. 

If the LPC does not believe that its remit enables it to consider these issues, or to recommend that the NMW becomes a living wage, we would urge it to seek clarification on this from the government and, specifically, for the government to provide a clear statement that these factors are excluded from the questions referred to the LPC. In the absence of this, we would submit that a reasonable interpretation of its remit allows for the approach we are calling for. 
The level of the NMW and the approach of the LPC

As stated in our previous submissions, we believe that, in making recommendations for the NMW, the LPC should conduct a full analysis of the minimum level of acceptable  pay in both real and relative terms; without this we do not believe it is possible to state whether the NMW is set at the appropriate rate. The LPC’s recent reports have focused almost exclusively on economic trends and its recent recommendations for the NMW have been heavily influenced by growth in average wages, which has been the key benchmark for any increase. While this has maintained the relative position of the NMW to the median, this has been done without any assessment of whether the relative position is fair. 

We believe this is a mistake. While the LPC may decide that other factors, such as potential job losses any increase to the NMW could result in, need to take precedence, it should present the evidence in full to show how it has reached this judgement. We are disappointed that while it has made this judgement in its past three reports and taken a self-consciously ‘cautious’ approach, it has presented no analysis of: the standard of living afforded to someone on the NMW; the impact of inflation upon the low paid; or the pay gap between the highest and lowest earners in the economy. The LPC has an important role in informing the government, the public and businesses about the position of the lowest paid in society and setting the tone of the debate on low pay issues; it cannot do this by simply assessing economic trends and benchmarking annual changes in the NMW to them.

The CWU’s starting point for assessing the appropriate level at which the NMW should be set is the principle that anyone in work should be able to afford a socially acceptable standard of living for themselves and their family, i.e. that they should be paid a ‘living wage’. We believe that this is a fundamental part of a fair society and economy and one which the UK in particular, with the sixth largest economy in the world by GDP, can and should meet. Evidence from our members and wider research both suggest the NMW falls short of this standard. 

On page 6 below we have provided a number of quotes from CWU members whose pay is above the NMW, but in the bottom income quartile, who have been affected by the changes in agency workers regulations which took affect at the end of 2011. Not all of the individuals received increases, as some employers sought to exploit loopholes here. What is clear from each of them, however, is that the costs they cannot, or have struggled to afford, are basic needs which many people can take for granted such as petrol, car tax, food, energy bills and housing costs. As one of our members Sarah comments, even a modest increase of £40 a week can make a big difference: “If it meant me being able to go to the cinema and eat out once a week that would mean a lot to me.”
The comments also show how low pay restricts opportunities and prospects for the future. One of our members Alan, spoke of the overtime he was having to work to fund a masters course; Sophie who is 20 years old, talks about being unable to move out from living with her parents to “get on with life”; and another member, Steve who did receive a pay increase, says there is “no way” he would have been able to meet his aspirations of getting a mortgage on £7.55 an hour (more than £1.30 higher than the forthcoming NMW for 2012).

The experience of our members, who have struggled even when their pay is above the NMW, reflects the shortfall of the NMW compared to a living wage. The Joseph Rowntree Foundation’s (JRF) Minimum Income Standard – based on public judgements of what basic costs are necessary for an acceptable standard of living – would have required a minimum wage of £8.38 for a single adult in 2012 and the Greater London Authority (using different methodology) set its London Living Wage at £8.30 per hour in May 2011 (this will be uprated for 2012 in November). 

These are both significantly higher than the forthcoming NMW of £6.19 to be introduced in October. On a 37.5 hour week a single person on the NMW would be receive around £82 less than the JRF minimum standard and £4,280 less over the course of a year. We do not believe this minimum income standard is excessive: for a single person of working age it means spending £48 a week on food, less than £70 a week on rent and less than £12 a week on personal goods and services such as toiletries, a haircut or on healthcare (for instance, a prescription). An £80 shortfall for the NMW compared to this means compromising on basic costs, not luxuries. We would therefore want to see the LPC making recommendations for a clear progression for the minimum wage to become a living wage. 
While the NMW has increased ahead of living costs since its introduction in 1999 in the past six years (including the change scheduled for 2012) it has increased above RPI inflation only once, which has widened the gap between the legal minimum and a living wage. Even when it did increase above inflation, rising by 1.2% in 2009 when RPI fell by 0.8%, a significant number of low earners are likely to have experienced a squeeze in living standards given that RPIX (stripping out mortgage interest costs only home-owners can directly benefit from) was 1.9%. 
The gap between the growth in the NMW and inflation has been most pronounced in the past three years, with the RPI increasing by 12.1% since October 2009, compared to a 6.7% in the NMW (including the forthcoming change for 2012). For those on the NMW the squeeze in living standards is likely to have been even greater than these figures suggest, however, with recent inflation hitting those with the lowest incomes hardest, given the greater share of income they spend on certain costs.
 Most notably, the 2011 Family Spending Survey from the Office for National Statistics showed that low income households spend a greater share of their weekly income on energy and fuel bills which have risen by 27.3% over three years, dramatically ahead of the increase in the RPI as a whole. We therefore believe the LPC needs to consider the way those on the NMW and other low rates of pay are particularly vulnerable to inflation. 
In light of the above, while we want to see the NMW transformed into a living wage, we recognise that this would require a significant increase of around 35% in 2013, even to meet living wage estimates for 2012, which is far higher than the LPC has recommended previously. However, we believe the LPC should set out a clear statement of intent to make the NMW a living wage and that it could take steps to achieve this over two or three staggered increases. As a first step, 2013 should see a significant increase, above inflation and average earnings, in the NMW as an interim step towards reaching a ‘living wage.’
Economy

The majority of CWU members are employed by BT and Royal Mail Letters and this year CWU represented grades in the two businesses received pay increases of 3% and 3.5% respectively. Despite the financial climate both companies saw improvements in operating profit and revenues and the LPC needs to recognise that although the country is in recession employees in unionised workplaces have continued to receive improvements to basic pay and conditions. Since 2009, our members in BT and Royal Mail have received increases of over 9% to basic pay;
 this compares to an increase of 6.7% in the adult rate of the NMW over the same period and of only 3.1% for each of the youth rates, reflecting the ‘cautious’ approach of the Commission. 

While the majority of our members enjoy basic rates of pay above the current NMW, we believe that employers of our lowest paid members can afford to meet the costs of an increase. We have members earning at or close to the minimum wage employed in the following businesses: 
· Capita – which made a pre-tax profit of £385m and paid dividends of £130m in 2011; 
· ISS Eaton – part of ISS Group, which made global operating profits of DKK4.4m (around £500m); 
· Manpower UK – part of Manpower Group which made global profits of $547m and paid dividends of $65.1m; and 
· Sims Recycling Solutions – part of Sims Group UK Ltd which made a profit of £32.3m and paid dividends of £10.4m.
In relation to affordability across the economy more generally, we accept that the LPC should seek to avoid unnecessary job losses as a result of an increase to the NMW. However, the Commission’s 2012 report found that: (i) there was ‘little or no significant adverse impact of the minimum wage on employment;’ (ii) that low-paying industries had weathered the recession better than the economy as a whole (with a 0.9% increase in jobs in this sector from September 2009 – 2011 compared to a -1.2% decline in all industries); and (iii) that the minimum wage has reduced profits, but ‘that this squeeze has been insufficient to lead to business failure.’ We believe this would justify the LPC taking a bolder approach to recommending an increase for 2013. 

We would also note that companies have seen significant growth in financial reserves, which have increased from £641bn in 2007 to £724bn in 2011,
 and that in the service sector where those paid the NMW are concentrated, profitability has improved from 14% in 2009 to 15.4% in the first quarter of 2012; this compares with a 12.1% rate of return for companies across the whole economy.
 This suggests performance has been strong despite the economic climate and that the NMW has not hindered the economy. 
While the country is currently in recession, we note that the median prediction from the Treasury collated forecasts in the three months to August are for 1.5% GDP growth in 2013 and for average earnings to grow by 2.2% and, longer term, annual growth of 1.9% to 2.4% is forecast for 2014-16. With the LPC having taken a cautious approach during the recession, we would expect it to seek to redress the balance if the economy returns to growth in 2013 and we believe an increase in pay for low earners would deliver a boost to the economy. 
Youth NMW rate

As we have outlined in our previous submissions to the LPC, we believe that all employees, irrespective of age, should be paid equally for work of equal value. Consequently, we believe the 16-17 year old rate and the ‘development’ rate of the NMW should be phased out. We have been particularly disappointed that the LPC has frozen the youth rates for 2012, given that the Commission itself has found no evidence that an increase would worsen their position in the labour market. 
The LPC has argued that youth rates reflect the training needs of younger workers. We maintain that whether or not young workers have greater training needs, they should not be unfairly discriminated against through this wage differential. 

The CWU believes that all working time, including that spent training should be subject to the NMW and we are particularly concerned that the level of the apprentice rate remains less than half of the full minimum wage, which itself falls short of providing a living wage. At this level, pay for apprentices clearly fails to provide adequate support for someone in work and we would urge the LPC to review its approach to differentiated minimum wages.
Conclusion

The LPC should commit to raising the NMW to a ‘living wage’ rate. 2013 should see a significant increase - above inflation and average earnings - in the NMW as an interim step towards reaching a ‘living wage’ and ensuring that anyone in work should be able to afford a socially acceptable standard of living for themselves and their family. We also believe the youth and apprentice rates should be equalised with the adult rate and believe the LPC should review its approach to differentiated rates. 

As the experience of our members suggests, the current NMW is insufficient to achieve a reasonable standard of living with even those earning £2 an hour more than the NMW struggling to meet basic costs on a daily basis. Where we have members at or close to the minimum wage we believe employers can clearly afford a pay increase and from the LPC’s analysis we believe this is the case across the economy as a whole. 

For further information on the view of the CWU contact: 
Billy Hayes 
General Secretary 
Communication Workers Union 
150 The Broadway 
London 
SW19 1RX 
Tel: 020 8971 7251 
Fax: 020 8971 7430 
Email: bhayes@cwu.org
Evidence from CWU members

The following CWU members both earn £7.50 an hour and were denied an increase, which would have given them parity with other employees, as their employer exploited a loophole in the agency workers regulations. 

· Sophie, call centre worker, earning £7.50 per hour:

“I’m living at home at the moment – obviously it’s hard to move out anyway in this sort of climate, but whereas others can just get on with life and don’t have to worry so much about money…for me every penny counts. It’s taking me a lot longer to get a place of my own than it should.”

· Sarah, call centre worker earning £7.50 an hour:

“The money would have made a big difference to me,” she said. “I still have car tax to pay, petrol to put in the car, and anything in addition to that is a benefit. If it meant me being able to going to the cinema and eat out once a week that would mean a lot to me. £40 extra a week would mean some extra shopping, just make it easier to pay a bill that needs to be paid or perhaps provide a treat every now and again which makes everybody's life a little bit better.”

The following CWU members now earn £9.55 and £9.65 per hour respectively following increases to their pay as a result of agency workers regulations. 
· Steve, call centre worker, who was on £7.55 per hour and received a £2 increase to his hourly rate:

“I have aspirations to have a mortgage and there is no way I’d have been able to do that previously,”

· Alan, call centre worker, now earning £9.65 an hour after agency workers regulations increased his pay from £8.50:

“Personally I was delighted. It’s great, it gives me more money, I study – I’m doing a masters part time as well as working full time, so obviously the more money the better as it helps me towards my fees. It makes my life a little bit easier in that I don’t have to do as much overtime as I was doing before hand which has given me more time to put towards my studies.” Of his colleagues who had not received the increase John said “It’s just very unfair. Everybody is affected by inflation – food and petrol, council tax and energy bills going up.”

� Names have been changed to protect members’ identities.


� The spending patterns and inflation experience of low-income households over the past decade, Institute for Fiscal Studies, June 2011


� In Royal Mail staff either received consolidated increases of 7% and an hour’s reduction to the working week, or (for those remaining on 40 hours per week) a consolidated increase of 9%, over three years. 


� Reserves of private non-financial corporations only. ONS UK “Blue Book” national accounts.


� ONS, Profitability of UK companies Q1 2012
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