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22 September 2014 
 
The Low Pay Commission 
8th Floor 
Fleetbank House 
2-6 Salisbury Square 
London EC4 
 
 
lpc@lowpay.gov.uk 
 
 
 

 
Dear Sirs 
 
Consultation on the National Minimum Wage 
 
The Association of Licensed Multiple Retailers (ALMR) welcomes the opportunity to contribute 
detailed written evidence as part of the ongoing consultation on the National Minimum Wage. The 
Association has participated in every review of the NMW since its introduction, and gave oral 
evidence to the Commission in 2006 and, in more recent years jointly with BHA, BISL and BBPA.  
 
We have already contributed to a joint industry submission with those groups, which we fully 
endorse and enclose with this letter. In order to inform this, the ALMR has again undertaken a 
snapshot survey of a representative sample of our members and whilst some of this information is 
included in the industry submission, a full detailed analysis is attached.  
 
By way of background, the ALMR is the only national trade body dedicated to representing the views 
of licensed retail operators. Between them, our members operate 16,500 venues – primarily pubs 
and bars, but also nightclubs and casual dining venues – employing over 400,000 people. Our 
membership includes all major national pub chains, leading night clubs operators and casual dining 
brands, but over 70% of our membership are small, independent businesses operating under their 
own branding.  
 
These outlets are not only valuable social and economic assets in their own right, they also help to 
sustain tourism, retail and manufacturing jobs and provide a well managed environment for people 
to enjoy alcohol responsibly and socially.  With the right regulatory and fiscal framework, pubs and 
bars can make a vital and vibrant contribution to the economy, to growth and to job creation. 
 
The Market 
Licensed hospitality is one of the UK’s primary economic sectors and is a resilient part of the 
economy even through a recessionary period – adding jobs and increasing productivity and turnover 
over the last 2 years. The evening economy industry makes a positive contribution to high streets 
and local economies in the following ways: 
 

 Generating £66 bn in turnover – 6% of GDP and 8% of all UK firms 

 Collectively, we are big business, but we are also an industry of entrepreneurs – 70% of 
licensed premises are SMEs 

 Employing 10% of the UK workforce and representing 8% of UK businesses 
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 Last year, pubs and bars created 37,000 new jobs – 7% of all net new jobs 

 Last year our turnover increased by 3.5%, with just under half of this paid back in local and 
national taxes which fund vital public services 

 Each outlet generates £209k GVA for its local economy 

 Serving 20 million meals a week, 3.6 million cups of coffee and 15 million customers  
 
We are a responsible employer and community stakeholder, keen to play our part in the challenges 
we face collectively as the economy grows its way out of recession – improving wages, tackling 
employment issues such as pensions and training and addressing social harms. In order to have the 
flexibility to do so, we need a stable economic and regulatory environment, which allows us the 
sustainable growth necessary to invest in our people and our businesses.  
 
Whilst the latest survey of our members suggests that the sector has weathered the worst of the 
economic downturn and is seeing a return to cautious growth in employment, it remains fragile. Our 
Annual Benchmarking Report (September 2014) shows increased investment in jobs, people – 
particularly outlet management – entertainment offer and premises. However, there has been a slip 
back on margins, profitability and overall like for like growth. Business confidence and headroom to 
grow remains constrained.  
 
More particularly, rising operating costs – particularly those directly related to regulation -  remain a 
key brake on further growth.  The ALMR Benchmarking Survey shows that the average cost of 
running an average pub is now 47.8% of turnover and the fact that this is showing small incremental 
growth. Over the past 5 years, operational costs directly associated with legislation have increased by 
15% and these have increased again over the past year. This year saw grow margins again under 
pressure as operators attempt to absorb cost increases. Across the sector as a whole, gross margins 
were down just under -1%, but for wet led community pubs, the fall was more significant, with 
profitability down -1.7% year on year. 
 
The single biggest cost element is payroll and gross employment costs, which now account for over a 
quarter of turnover (24.6%); while this is down slightly compared with last year, this has increased 
from 18% of turnover when the NMW was first introduced. The fluctuation of payroll costs as a 
percentage of turnover during the recessionary period is a sign that this is the only cost centre which 
operators can use to directly affect profitability and sustainability of the business.  
 
It is clear from the figures in the report that overall net profit margins across the sector are slim, and 
the cushion to absorb cost increases from Government or suppliers remains stretched. Whilst the 
sector is well placed for steady growth, it remains volatile and highly responsive. This is reinforced by 
the continued contraction of the market – with falls in wet led pub and nightclub numbers, both over 
the past decade and year on year.  
 
NMW and Pay 
Recent submissions to the Low Pay Commission have focused on the fact that the NMW has become 
the average wage within the sector. This trend is less marked in this survey – it is clear that wage rate 
restraint was more pronounced during the recessionary period. Last year, a third of respondents 
were paying current NMW rates of between £6.31 and £6.50 per hour; this year, that figure has 
increased to 38% but this is still far below the 50% on NMW levels in 2010.  
 
However, the most significant change in this survey round was the fact that more operators were 
reporting an average bar wage rate above the NMW, for the first time since the recession. Almost 
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half (46%) of respondents reported an average bar staff rate of £7 or above, with the majority of 
these reporting an average of £7.33.  
 
In a change from the past 2 years, just 16% were paying an average bar wage below the rate of the 
adult NMW, however. In 2011, a trend emerged for the first time of using cheaper workers and 
exploiting the lower rates of NMW as employers looked at ways of alleviating the ever increasing 
cost burden associated with payroll without having to sacrifice staff or cut back on investment. This 
year’s reversal suggests that as the economic environment improves, businesses will invest in their 
staff, rewarding loyalty and experience. 
 
The number of workers directly benefiting from the NMW increase was also up on last year – 51.4% 
of hourly paid workers had a direct pay increase as a result of NMW changes as compared to 47% 
last year. This is a return to 2008 pre-recession levels, having peaked at 79% of staff in 2012, and 
reinforces the point that fewer workers are being paid the bare minimum.  
 
Accommodation Offset 
Approximately 7,000 workers in the sector are offered tied accommodation as part of the 
employment package – the vast majority being salaried managers. Our survey suggests that the 
proportion of hourly paid workers in receipt of subsidised accommodation has more than halved 
over the past year, to just 0.6% of workers. This is down from a high of 13% in 2007/8. 
 
The current disparity between the amount which an employer is permitted to deduct for providing 
lodging and that which would be available commercially acts as a disincentive to employers to offer 
accommodation as part of the employment package. The potential loss of cheap accommodation to 
the low paid worker is a serious one. The high costs of private renting, particularly in city centres, 
means that many low paid workers are forced to live considerable distance from their place of 
employment. With the atypical hours worked by employees in the hospitality sector this can cause 
problems with respect to time and distance travelled and may effectively reduce employment 
opportunity. It also acts as major disparity of equity between comparable workers.  
 
We therefore agree with the proposal to move towards increasing the accommodation offset in line 
with adult NMW rates. This will provide a suitable inducement to employers to maintain this valued 
benefit for their employees.      
 
Economic conditions and future rates 
The Business Secretary has asked the Low Pay Commission to consider what economic conditions 
would be needed to allow the NMW to rise by more than current conditions allow. Our survey 
suggests that the employment situation in low margin businesses remains fragile. It is the margin 
which determines the ability to absorb additional cost increases and in our sector, where wage rates 
are the largest overhead, and often the only variable one, it has a direct effect on employment. 
There has been significant contraction in this margin over the past year as well as increases in 
operating costs.  
 
Since 2009, the Commission has been particularly cautious about increases which may outstrip the 
market or ability to pay, pledging to peg them to average wage rate inflation.  This has been 
undoubtedly the right approach and, whilst we are seeing a return to positive growth, there is still 
much uncertainty about future economic prospects. We urge the Commission to retain its current 
conservative approach and act in response to, rather than in advance of clear economic trends.  
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We believe the market, rather than regulation will begin to deliver improvements in this area. When 
the NMW was first introduced during a period of economic growth, it acted as a floor below which 
wages should not fall and many companies were able to pay above this. We would hope to see this 
trend re-emerge as economic circumstances improve. We concur with the Business Secretary’s 
warning of the dangers of pushing up pay too quickly for local conditions and agree with him that a 
pay floor detached from an affordable level is likely to bring job cuts.  
 
Our survey shows that more than a third of respondents were reporting an average wage rate of 
£7.00 or above, well above NMW levels, with a small proportion of these paying an average bar wage 
of above £8. These are tentative and newly emerging trends, but suggest that when market 
conditions are more favourable, employers will invest and move away from paying the minimum. 
 
Moreover, we believe that any assessment by the Low Pay Commission should take account of the 
totality of income and investment in staff rather than seeing hourly pay in isolation. It is important to 
note that many workers in our sector will receive an effective pay increase in the coming year as  
pension auto-enrolment moves forward. Increases in the rate should be recommended purely on the 
basis of economic analysis that it is both necessary for the low paid and sustainable by business. 
 
Conclusion 
As responsible employers, our members are keen to treat our staff fairly, provide them with long-
term job security and to invest in their training and other benefits such as pensions as well as basic 
wage rates. Following a sustained period of economic downturn, however, the net margins on which 
our industry operates are extremely slim and the sector as a whole remains at a very delicate state of 
recovery, particularly in the regions. Most businesses are not yet into a phase of strong growth which 
could make large wage increases more sustainable and affordable.  
 
A significant uplift in the NMW rates would have a substantial impact on our members’ ability to 
maintain employment, to fund training and apprenticeships, and to invest in growth to create new 
employment opportunities. It could compress the wage differentials and career progression 
structure for those higher skilled, more experienced workers who sit above the NMW level – and 
which we are only now seeing signs of being restored.  It would also result in increased prices for 
customers, thereby slowing down the sector’s recovery and competitiveness and contributing to 
greater CPI increases.  
 
Once the economic recovery is properly established, including in the UK regions, we believe a 
gradual, long term, increase in the real NMW would be more affordable and could be achieved at the 
same time as maintaining our current levels of employment and investment in future jobs and 
growth, providing this was delivered within the context of a flexible, low tax employment model.  
 
Yours sincerely, 

 
Kate Nicholls 
Chief Executive 
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SURVEY ANALYSIS 
The Low Pay Commission is currently undertaking a review of the effect of the National Minimum 
Wage (NMW) with a view to making recommendations for increases in the rates for October 2014. In 
order to inform its representations, the Association of Licensed Multiple Retailers (ALMR) conducted 
a survey of its members looking at the impact of recent changes in NMW rates on business practice 
and the likely effect of future increases. This paper provides a detailed analysis of the responses 
received. Further information is available on request. 
 
Methodology 

 A detailed questionnaire was sent to a representative sample of ALMR operators – ranging from 
large national chains to independent companies. Full responses were received from 3353 outlets; 
it covers a good cross section of ALMR membership both in terms of size of company, trading 
style and geography. 
 

 Responses were received throughout England – with over half of the outlets covered drawn from 
nationwide companies - although there was considerable bias towards London and the South 
East. It is worth noting, however, that regional discrepancies in wage rates are becoming 
dramatically less marked the higher then NMW is set. When the ALMR first carried out its wage 
rate surveys a decade ago, there was almost a full £1 difference in wage rates between the 
highest and lowest paying regions. Now, the difference is minimal and is solely down to style of 
operation – with food led or late night businesses paying a higher average rate - rather than 
location of employer.   
 

 Between them, the companies employed 78,0000 people – with 86% paid on an hourly basis. On 
average, 11% of staff were employed in senior outlet management positions – some paid hourly 
and some salaried - and 2.4% were employed at a head office level.   

 

 The overwhelming majority of staff (75.5%) were employed on a part time basis, with 24.5% 
employed full time (over 35 hours a week) and just under 1% on a temporary contract. The 
number of temporary or casual contracts has decreased over recent years as staff have moved to 
variable hours contracts in light of changes in the law at a European level.  

 

 The average number of workers per outlet was 24, an increase of 20% over the last two years 
and a reflection of the greater volume of food being sold in more businesses. This continues the 
trend identified in the last submission to the LPC.  In the period 2004-2006, average headcount 
was 10 per outlet.  

 

 Just over three quarters of workers (77.6%) were aged 21 and over and 18.4% were 18-21. Just 
over 1% were 16/17; this is understandable given the restrictions on the work which they can do.  

 
Average Rates of Pay 

 Respondents were asked to provide information on the average hourly rate of pay for basic bar 
staff and the average rate of pay for other staff. They were also asked for the lowest and highest 
hourly rates applied to these staff. The reason for separating out basic bar staff is that these are 
the workers most likely to be affected by the NMW and this avoids distorting any overall average 
which takes into account higher paid or more experienced workers or workers which attract a 
higher hourly rate such as chefs.  
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 The current average rate of pay for bar staff within the survey was £6.75, although this was 
distorted by some nightclub and casual dining operators and the median of £6.50 is more 
representative and highlights the significant number of respondents paying at current adult 
NMW rates. There is also a narrowing in the range and bands of pay rates 
 

 Average wage rates reported September 2014 

 Average Median Lowest Highest 

Bar Staff 
Range 

£6.75 
(£6.02-£8.16) 

£6.50 £5.42 
(£3.72-£6.50) 

£9.61 
(£6.50-14) 

Other Staff 
Range 

£7.95 
(£6.46-£12) 

£7.16 £5.78 
(£3.72-12.00) 

£12.31 
(£8.07-£20) 

 

 This is the second successive year we have seen effective wage rate inflation and suggests a 
return to investment in people as market and economic conditions improve. This is reinforced by 
increases in the rates paid to hourly paid staff other than bar, normally skilled workers such chefs 
or door supervisors, who are paid above NMW rates. The sharp increases in average wage rates 
for this sector suggests that the market will pay above the minimum where economic conditions 
allow. 
 
 Average wage rates reported September 2010-13 

 Average Median Lowest Highest 

Bar Staff 2013 
Bar Staff 2012 
Bar Staff 2011 
Bar Staff 2010 

£6.38 
£6.18 
£6.06 
£5.94 

£6.19 
£6.17 
£5.98 
£5.90 

£5.09 
£5.93 
£5.32 
£5.63 

£8.79 
£9.01 
£7.50 
£7.34 

Other 2013 
Other 2012 
Other 2011 
Other 2010 

£7.27 
£7.75 
£6.71 
£6.97 

£6.53 
£6.62 
£6.83 
£7.00 

£5.85 
£5.93 
£5.26 
£5.73 

£9.85 
£11.43 
£8.42 
£9.03 

 

 Whilst there is further evidence of the trend identified in earlier survey rounds of a narrowing of 
pay bands at or around the headline adult NMW rate, this is less far less pronounced. Just over a 
third of companies are reporting an average hourly wage rate at the current NMW rate, broadly 
similar to last year. In 2011 more than half (56%) were paid NMW rates and during the 
recessionary period, it was closer to two thirds of operators 
 

 Over the last two years, the difference is accounted for by the increasing number of respondents 
making use of the lower NMW rates. In a marked change, this year it is as a result of more 
operators paying an average bar rate of significantly above NMW levels, with a cluster of 
operators paying an average of £7.33. Over the past three years, between a quarter and a third 
of operators have been paying an average bar wage of below NMW levels; this year, that figure 
has fallen to just 16% of operators.  This is back to levels reported in 2011 (17%) and in contrast 
to the 27% and 33% of operators in 2012 and 2013 respectively. Prior to 2011, the average rate 
reported has tracked the NMW adult rate and no respondents reported an average rate below 
adult NMW levels.  

 

 For those respondents reporting an average wage rate at or around NMW levels, there is a 
return to pre-recession trends, but the proportion paying below NMW levels has fallen 
dramatically, suggesting that wage rate inflation is flowing through to differentials: 
 

 -£6.30:  16% below average 2013 NMW (24% in 2013, 27% in 2012, 17% in 2011) 

 £6.30-6.50:  38% at current NMW  
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(34% in 2013, 20% 2012, 33% 2011, 44% 2009, 25% 2007) 

 £7.00+:  46% over 2014 NMW rate  
(23% in 2013, 53%2012, 50% 2011, 56% 2009, 80% in 2007) 
 

Impact of Recent Uprating 

 We asked respondents whether the proposed change in the NMW in October 2014 would result 
in them having to increase their basic rates of pay. All respondents indicated that they had had 
to increase basic rates in order to comply – a contrast to last year, when just 89% of operators 
had taken this action and a reversion to the commercial actions undertaken 2010-12 when all 
operators had increased basic pay. This suggests that last year’s figures may be an aberration 
from the norm and reinforces the volatility of the employment market in the sector.  

 

 In terms of affected workers, our members reported that just over 34,000 – or 51% of hourly 
paid staff had or would receive a pay increase as a direct result of increases in the NMW, with 
their hourly rates having to increase by an average of 16p per hour. This is up slightly on last 
year, but still below 2012 levels when 78% of staff were directly affected and is comparable to 
2010/11 levels,  when just over half of all staff were directly affected 

 

 Extrapolated across the pub and bar industry as a whole, this suggests that around 300,000 
workers will be directly affected by the October 2014 change. With an average working week of 
22 hours, it means the average worker will see their pay increase by over £180 pa and at a cost 
of some £55 million a year for the industry. This will have a direct impact on business profitability 
and ability to invest as well as employment patterns and practice in the sector, margins and 
potentially prices to consumers.  

 

 The NMW not only has an impact on basic wage rates, it has an inflationary effect throughout 
the pay structure through the maintenance of differentials. In 2009/10 the pressure to increase 
rates of pay for higher grade staff slipped down employer priorities, being the 6th most 
frequently cited action in response to NMW changes. This year, for the third year in a row,  it is 
jointly the second most frequently cited response. 

 

 61% of respondents said that they had had to increase rates of pay for higher grade staff as a 
result of the 2013 uprating, an equivalent proportion to 2013 and down slightly from 66% in 
2012; by way of comparison, it stood at 45% during the recession in 2008-10. The same 
proportion of respondents said that they had increased wages for more experienced staff – a 
marked increase in previous years and an indication of increasing business confidence. This is the 
highest ever  proportion of operators increasing wages for experienced staff – in 2012/13, just 
44% of respondents had done so and in 2011 56% had.   

 
Impact on Business  

 These successive increases have had a dramatic increase on total overall costs. Wage costs are 
the single biggest overhead in pub retailing and respondents were asked what proportion of 
their total turnover they accounted for. As reported in our latest Benchmarking Survey as at 
September 2014, gross employment costs currently account for 24.6% of total turnover. This has 
been a fluctuating cost line throughout the recession and there was a marked double dip in wage 
costs as a proportion of turnover in recent years, highlighting fragility of employment patterns 
within the sector – when costs rise above that which is sustainable, jobs are lost. 
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 This is a significant and increasing burden for businesses to bear and one which RTE and pension 
auto-enrolment will add to. The ALMR’s earliest surveys for the NMW in 2000 reported a gross 
employment cost of around 18% of turnover.  This level of increase in a cost centre is extremely 
difficult to manage and puts incredible pressure on margins and business profitability. While the 
average wage cost across the sector is 24.6% of turnover, it can rise to 33% in food led outlets. 

 

 Although the NMW is by no means the only employment cost to be have been absorbed by 
companies over the period, it is the most significant. Companies within the pub sector are only   
now facing pension costs. Our survey produced further evidence that the impact of the payroll 
and employment changes in the round is being felt by companies and sectors not traditionally 
felt to be low payers.  

 

 For the past five years, all respondents anticipated that the resultant increase in their company’s 
wage bill would lead to reduced profits, thus limiting their ability to invest in their business. 
Although it continues to be the second most frequently mentioned response, it was only cited by 
61% of respondents, down from 89% during the recession. The ALMR Benchmarking Survey this 
year shows a decline in overall gross profit margins across the sector – with the biggest fall being 
felt by wet led community locals (-3% year on year) . Companies are still struggling to absorb the 
impact of the NMW but in an improving economic climate, they are choosing to invest in their 
people  
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 Although economic and consumer confidence is returning, companies remain reluctant to put up 
prices as a result of changes in cost base. This is perhaps because average wage rate inflation 
continues to lag behind RPI creating a cost of living dynamic but also perhaps because the 
businesses have sufficient headroom to accommodate increased labour costs. Just under a third 
of companies have put up prices as a result of NMW changes, down from 44.5% last year. This 
has been a fluctuating metric throughout the recessionary period, highlighting the turbulence 
and fragility of the sector to external stimuli. In 2006, 85% of operators chose to put up prices to 
deal with the increase at the height of the recession between 2008 and 10, between 15-20% of 
respondents felt able to do so. In 2011, that increased temporarily to 61% but fell back again last 
year to 27%. This further signals a fragile recovery.  
 

 During the recession, significantly higher proportions of respondents signalled that they were 
taking steps to manage the impact of wage rate increases on the business – reducing staff levels, 
changing hours or benefits to keep the overall wages bill the same. This year, these actions have 
fallen down the priority action list, suggesting that there is a greater margin of flexibility to 
absorb or pass on extra costs. Changes in the NMW are therefore more likely to be felt in overall 
take home pay.  
 

 The number of respondents reporting that they are reducing overall staffing levels have 
significantly fallen this year. A reduction in staff numbers has gone from being the 4th most 
frequently cited business response last year to the 6th this year and changing or cutting staff 
hours is the 5th most popular response, for the third year running.   
 

 Unlike in previous years, the proportion of employers taking these steps has also fallen. Although 
the priority rating changed between 2010 and 2012, the proportion of employers cutting staff 
levels or hours remained similar. In 2010 56% of respondents had reduced staff and 61% cut 
hours. In 2012, those proportions were 55% and 53% respectively. This survey shows the 
proportion of employers has fallen dramatically to 31% and 39% respectively.  
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ALMR Benchmarking Survey – Extract 
 

The average cost of running an average licensed retail premises is 47.8% of annual turnover, broadly similar 

year on year from 2013 but is an increase of 2% since 2012. Average costs are 48.9% in freehold premises and 

47.1% in leasehold sites. This excludes rent and cost of sales.  

 

The cost structure of outlets across different trading styles varied and the range of costs increased significantly 

this year. Total controllable costs ranged from 42.8% (community local) to 52% (nightclubs) of turnover. This 

has been a common trend since the Benchmarking Report was launched in 2007, but there is increasing evidence 

of a narrowing of the range of costs within that, suggesting that operating style is becoming less significant 

 

The costs are broken down as follows: 

 
 

Payroll costs again accounted for more than half of the total, down slightly from the past two years when they 

accounted for 25.1% of turnover. Short-term trends show a clear double dip in payroll costs coinciding with the 

recessionary period. This suggests that payroll costs are one of the few elements of discretion which allow 

operators to trade through the recession and increase when business confidence and investment return.  
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The three largest sectors in the survey have shown similar trends in payroll costs as a proportion of turnover. 

Having remained approximately 7-8% points above those in wet-led outlets, employment costs in the food-led 

sector rose sharply in this survey to 34.5% of turnover. As the food-led sector has grown as a share of the total 

managed universe, this will tend to drive up overall average payroll costs – and the gap between those costs 

appears to be widening. 

 

Across the whole survey, average gross margins were 64% on wet sales and 61% on dry sales, both slightly 

down on last year but above the lows recorded in the 2012 report. 

 

 
 

 
Industry context 
The past five years have seen the continued rise of the food-led pub.  In 2007, it was the third largest trading 

style, accounting for one-in-four outlets.  By this survey, food-led outlets are the largest sector, accounting for 

more than third of the total. Indeed, branded food led pubs are the single biggest area of growth in the sector.  

 
Data on pub openings and closures prepared by CGA shows that there are now over 12 new openings for every 1 

closure in the food-led market segment. Openings are driven particularly by branded operators and this accounts 

for over half the growth in licensed retail overall. There is also significant transfer into the food led segment 

from other trading styles.  

 

Over the same period, the managed community local sector has seen sharp decline. It now accounts for 21% of 

the managed universe, down from 28% in 2007. 
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