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Local Government and Regeneration Committee 
 

13th Meeting, 2011 (Session 4) Wednesday, 7 December 2011 
 

Inquiry on a living wage in Scotland 
 

Written Evidence 
 
Introduction  
 
 At this meeting the Committee will take oral evidence session from three 
panels of witnesses, as part of its inquiry on a living wage in Scotland.  

 The following written submissions have been received from witnesses, and 
are attached as annexes to this paper:  
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 Donald Hirsch, Centre for Research in Social Policy, 
Loughborough University (This includes Annexes A and B); 
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 Peter Kelly and Dave Moxham, Scottish Living Wage Campaign;   

 

     40 

 Nick Waugh, Scottish Council for Voluntary Organisations (SCVO);  

 

     46 

 Annie Gunner Logan, Coalition of Care and Support Providers in 
Scotland; 

     49 

 Dave Watson, UNISON Scotland;  

  

  

     55 

 Danny Williamson, PCS Scotland.      59 

 
 
Michael Ofori-Adu 
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December 2011 
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SUBMISSION FROM DONALD HIRSCH, CENTRE FOR RESEARCH IN SOCIAL 
POLICY, LOUGHBOROUGH UNIVERSITY 

1. INTRODUCTION 
 
The Centre for Research in Social Policy (CRSP) at Loughborough University 
calculates annually the Minimum Income Standard for the United Kingdom (MIS), 
funded by the Joseph Rowntree Foundation. This is an estimate of the minimum 
income that households need in order to afford a minimum acceptable standard of 
living, as defined by members of the public. It is based on regular research on what 
the public think, supported by expert knowledge.  
 
At the request of and in partnership with the Living Wage Foundation, CRSP has 
used this research to estimate a living wage for the United Kingdom outside London. 
This figure, presently £7.20, is being widely used as an accepted threshold rooted in 
public consensus on what constitutes and acceptable living standard. The 
specification of an out-of-London rate follows the prior establishment of a London 
rate calculated by the Greater London Authority (GLA), and reflects the fact that 
some costs are significantly different in London from the rest of the UK, to a greater 
degree than variations among other regions. 
 
The basis for and purpose of this calculation is set out in two papers accompanying 
this submission (and already published on the web).  The first (“Hirsch Annex 1”) is a 
general explanation of the approach and its rationale in the context of the overall 
effort to establish criteria for a living wage. The second (“Hirsch Paper 2”) gives a 
more specific account of the calculation itself.  
 
The remainder of the present note explains the character of the Minimum Income 
Standard, discusses the relevance of the calculation to Scotland and makes some 
points about uprating. 
 

2. THE MINIMUM INCOME STANDARD (MIS) 
 
The Minimum Income Standard offers a way of relating a living wage to 
contemporary definitions of what is needed for an acceptable living standard. Two 
key characteristics make it suitable for this purpose. First, it is rooted in public 
consensus not an arbitrary calculation by experts. Second, it is regularly updated 
supported by new research. This means that the calculation will change over time 
not just with the cost of living but also with social norms. This gives it a long-term 
durability, rather than being a one-off calculation fixed in attitudes to the minimum at 
a point in time. This is important because the definition of an acceptable standard 
relates to the ability not just to meet the basic physical necessities of life but also to 
participate in today‟s society. 
 
The following is a summary of “MIS in brief”. Further information is at 
www.minimumincomestandard.org  
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What is MIS?  The Minimum Income Standard is the income that people need in 
order to reach a minimum socially acceptable standard of living in the United 
Kingdom today, based on what members of the public think.  It is calculated by 
specifying baskets of goods and services required by different types of household in 
order to meet these needs and to participate in society.   
 
How is it arrived at?  A sequence of groups have detailed negotiations about what 
things a family would have to be able to afford in order to achieve an acceptable 
living standard.  Experts check that these specifications meet basic criteria such as 
nutritional adequacy, and, in some cases, feed back information to subsequent 
research groups that check and amend the budgets.  Each group typically comprises 
six to eight people from a mixture of socio-economic backgrounds, but each group 
has people from the particular demographic category under discussion, for example, 
pensioner groups decide the minimum for pensioners.   
 

What does it include?  Groups in the original research defined MIS as follows: 
A minimum standard of living in Britain today includes, but is more than just, food, 
clothes and shelter. It is about having what you need in order to have the 
opportunities and choices necessary to participate in society.   
 
Thus, a minimum is about more than survival alone.  It covers needs, not wants, 
necessities, not luxuries. In identifying things that everyone should be able to afford, 
it does not attempt to specify extra requirements for particular individuals and 
groups, for example, those resulting from living in a remote location or having a 
disability.  So not everybody having more than the minimum income can be 
guaranteed to achieve an acceptable living standard.  However, someone falling 
below the minimum is unlikely to achieve such a standard.  
 
To whom does it apply?  MIS applies to „nuclear‟ families comprising a single adult 
or couple with or without dependent children.  It covers most such households, with 
its level adjusted to reflect their makeup.  It does not cover families living with other 
adults, such as households with grown-up children.   
 
Where does it apply to?  MIS was originally calculated as a minimum for Britain; 
subsequent research in Northern Ireland carried out in 2009 showed that the 
required budgets there are all close to those in the rest of the UK, so the national 
budget standard now applies to the whole of the United Kingdom.  This standard was 
calculated based on the needs of people in urban areas.  A further project published 
in 2010 (Smith, Davis and Hirsch, 2010) looked at how requirements differ in rural 
areas 
 
How is it related to the poverty line?  MIS is relevant to the discussion of poverty, 
but does not claim to be a poverty threshold.  This is because participants in the 
research were not specifically asked to talk about what defines poverty.  However, it 
is relevant to the poverty debate in that almost all households officially defined as 
being in income poverty (having below 60 per cent of median income) are also below 
MIS.  Thus households that face relative poverty on this measure are generally 
unable to reach an acceptable standard of living as defined by members of the 
public.   
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Who produced it?  The original research was funded by the Joseph Rowntree 
Foundation (JRF).  It was conducted by the Centre for Research in Social Policy 
(CRSP) at Loughborough University in partnership with the Family Budget Unit at the 
University of York. Updating is being carried out by CRSP, again with JRF funding.   
 
When was it produced and how is it being updated?  The original research was 
carried out in 2007 and the findings presented in 2008 were costed using April 2008 
prices.  Every July, new MIS figures are published, updated to April of the same 
year.  The updates take on board inflation and changes in minimum needs. 
 

3. RELEVANCE TO SCOTLAND 
 
The MIS has been calculated with reference to living costs throughout the United 
Kingdom. As far as possible, it is based on prices in national chain stores. 
In translating these living costs into a wage requirement outside London, the 
calculation uses averages of certain costs that vary across different parts of the UK. 
In particular, the cost of rent and childcare create significant differences in costs in 
different regions. 
The data set out in the detailed calculation supplied with this paper (Hirsch Annex 2) 
show that: 
 

- Average childcare costs in Scotland are almost identical to the average 
calculated for all parts of the UK outside London 

- Average private rents are slightly lower in Scotland – of the order of 5% 
- Average social rents are significantly lower – of the order of 15-20%. 

 However, these differences should be interpreted in the following context: 
 

- Variation within Scotland is considerably greater than across different parts of 
the UK, so for example rents in some parts of Scotland are above the average 
for the UK outside London, and others are below. 

- That the research in rural areas of England suggests that in remoter areas of 
Scotland, lower housing costs would be more than offset by higher costs 
associated with rurality (such as transport costs and the cost of domestic 
fuel). 

- That a single living wage level throughout the UK outside London is gaining 
growing recognition and hence credibility. This is in contrast to experience in 
the United States, where multiple levels used in different areas have 
undermined recognition of a living wage as a standard, especially among 
large companies operating in different parts of the country and seeking to 
develop a common approach to pay structures. While it is clear that a single 
level only reflects an approximation of the living costs faced by different 
individuals with different needs in different areas, it is becoming generally 
accepted as a reasonable approximation. 
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4.  UPRATING 
 

As important as the principle of setting an initial living wage level relative to living 
costs is the adjustment of this level regularly in line with changes in the cost of living 
and in the definition of minimum living standards. As set out in the supporting 
documents, this process is informed by the ongoing MIS research and, in addition, 
by pragmatic considerations about the limits to which living wage employers will be 
able to increase pay in tougher economic times. A formula restricts the maximum 
annual increase to two percentage points above the general increase in earnings. 
However, if such an increase is below the figure suggested by actual living costs, a 
“reference level” for the living wage will also be established, with the actual level 
should converge where economic circumstances allow.   

 
The initial £7.20 figure was set in May 2011. A new uprated figure will be set in 2012, 
at a time to be determined by the Living Wage Foundation in co-ordination with the 
GLA which determines the timing of the annual London Living Wage uprating. 
 
 
 
 
 
 
 
 
 
 
 
Donald Hirsch  
 
Head of Income Studies 
Centre for Research in Social Policy 
Loughborough University 
 
November 2011 

 

 
5



 

 

 

 

The Living Wage in the United Kingdom 

Building on Success 

 

 

Donald Hirsch, Head of Income Studies, Centre for Research in Social Policy, Loughborough 

University 

Rhys Moore, Director, Living Wage Foundation  

 

 

 

“A living wage is that which is sufficient to enable those who 

receive it and those dependent on them to lead vigorous, full 

human lives.” 

‐ A Living Wage. A National Necessity. How Best to Get it 

C.C. Cotterill, 1912 
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1. Summary 

The aim of this paper is to outline a coherent and credible approach to calculating Living 

Wages in the United Kingdom. It is the result of close collaboration and consultation with 

Living Wage employers and campaigners from across the UK. 

On May 2 2011 Citizens UK launched the Living Wage Foundation. This national body is a 

response to the growing interest in the Living Wage in other cities across the UK. The 

Foundation will oversee the accreditation of Living Wage Employers. It is supported by six 

Principal Partners: KPMG; Linklaters; Save the Children; Trust for London; Queen Mary, 

University of London; and the Resolution Foundation. 

One of the first actions of the Living Wage Foundation has been to propose a methodology 

for calculating the Living Wage outside London. A roundtable was held on 2 March 2011 to 

consider a draft paper produced by Donald Hirsch, Centre for Research in Social Policy, and 

Rhys Moore, Citizens UK. This paper is an updated version which reflects the consensus 

reached at that meeting. 

The National Living Wage (outside London) for 2011 is £7.20 per hour, as calculated by the 

Centre for Research in Social Policy. The London Living Wage rate for 2011 is £8.30 per hour, 

as calculated by the Greater London Authority. 
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2. The Living Wage in the United Kingdom 

History 

The principle underlying the Living Wage is simple and powerful: that work should bring 

dignity and should pay enough to provide families the essentials of life. The concept has 

deep historical roots. In 1894, Mark Oldroyd, Liberal MP for Dewsbury wrote, “A living wage 

must be sufficient to maintain the worker in the highest state of industrial efficiency, with 

decent surroundings and sufficient leisure.” During this period, social reformers sought to 

bring rigour and clarity to the concept. The leading figure in this work was Benjamin 

Seebohm Rowntree, who developed a methodology for calculating the living wage, or what 

he called the human costs of labour. 

Having disappeared from the political landscape for most of the twentieth century, the 

demand for a Living Wage resurfaced in 2001 in a campaign led by London Citizens. In 2000 

London Citizens held a listening campaign to discover the pressures on family and 

community life in the East End. After speaking to thousands of people, community leaders 

gathered for a day retreat in Limehouse. The common pressure was that parents had less 

time to spend with their children and with their communities. Why? Because both parents 

were working sometimes two or three jobs to make ends meet. Why? Because the 

minimum wage is not enough to live on. 

In Walthamstow Assembly Hall in 2001, over 1,000 leaders from London Citizens launched 

the Living Wage Campaign, calling on employers to recognise their responsibility to end 

poverty pay.  

 

Success in London 

In the ten years since its launch, the Living Wage campaign has become a powerful force for 

change in London. Initially dismissed as impossible, it is now recognised as a compelling 

cause which offers benefits to workers, employers and to wider society.  
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Professor Jane Wills of Queen Mary, University of London estimates that over 10,000 

families have been lifted out of working poverty as a direct result of the campaign. This 

means a transfer of over £70 million to some of the poorest workers in London.  

In total, over 140 employers from every sector have adopted the Living Wage. There is now 

prominent support for the Living Wage from businesses including KPMG, Barclays and 

Linklaters. 

In the public sector, eleven local authorities are committed to paying the Living Wage, four 

hospitals, one central government department, fourteen Universities, all members of the 

Greater London Authority family, and we have the world’s first Living Wage Olympics. 

International charities including UNICEF and Save the Children have recently lent their 

support to the campaign. 

The Living Wage enjoys support and recognition across the political spectrum ‐ the Mayor of 

London is a vocal champion, as is the leader of the Labour Party. David Cameron has called 

the Living Wage, “An idea whose time has come.”  

For a detailed chronology of the London Living Wage campaign please visit: 

http://www.geog.qmul.ac.uk/livingwage/chronology.html 

 

Calculating the Living Wage for London 

The Living Wage for London has been based on a formula in which the main living cost 

element is derived from figures from the Family Budget Unit (FBU), with adjustments 

relevant to London. The FBU calculations, made in the 1990s and most recently in 1998, are 

based on lists of essential items in the budget of different types of family. These were drawn 

up by experts, based on a variety of evidence including scientific evidence on physical needs 

and current norms such as the percentage of people in the population who presently own a 

particular item.  

A turning point in the campaign came in 2004 when London Citizens held a Mayoral 

Accountability Assembly. Each of the candidates committed to be a champion for the Living 

Wage. The successful candidate, Ken Livingstone, followed through on his pledge by 
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establishing a Living Wage Unit at the Greater London Authority which has calculated the 

hourly rate annually since 2005. 

Since his election in 2008, Boris Johnson has continued to act as a champion for the Living 

Wage, and has brought about full implementation across the Greater London Authority 

family, lifting 2,000 workers out of poverty. 

 

Living Wage Campaigns in the UK 

Living Wage campaigns are springing up all over the United Kingdom. The success of the 

London Living Wage campaign has encouraged campaigners and employers across the 

country to look at what it would mean to pay enough for individuals and families to support 

themselves at a minimum acceptable level. 

At present there are active campaigns in Scotland, Wales, Oxford, Norwich, Preston, Milton 

Keynes, Leeds and Brighton. 
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3. A Consistent Approach to Living Wages 

The spread of the Living Wage campaigns to every corner of the UK presents an opportunity 

to lift thousands more families out of working poverty. It also presents an opportunity to 

ensure a consistent approach to the calculation of Living Wages. Such consistency is 

important in ensuring the credibility of the Living Wage concept. 

In the United States, the Living Wage campaign has developed in the absence of a common 

framework for the calculation of hourly rates. Evidence suggests that this has had a negative 

impact on the campaign, which is more readily undermined as a result of this 

fragmentation. 1 

 

Where Are We Now?  

In London, the Greater London Authority’s methodology is well established , and has gained 

recognition from both campaigners and employers.  

Outside London, no single approach has been adopted to calculate Living Wages. However, 

a number of campaigns – most notably the Scottish Living Wage campaign – have drawn on 

the work of Centre for Research in Social Policy (CRSP) at Loughborough University.  

Since 2008, the Joseph Rowntree Foundation has published a Minimum Income Standard 

(MIS), based on CRSP’s detailed research into what items families need to be able to afford 

in order to achieve a socially acceptable standard of living. This has brought together the 

most widely recognised methods for calculating minimum family budgets, to produce 

figures decided by the general public and informed by expert knowledge. 

The MIS approach shares many features with the London Living Wage methodology, and 

indeed is the successor to the Family Budget Unit, which devised the original approach. The 

method outlined below uses the MIS approach as its base, but incorporates many aspects of 

the LLW approach in order to make them similar as measures. 

                                                            
1 See Stephanie Luce, “The Role of Community Involvement in Implementing Living Wage Ordinances”, 
Industrial Relations, Vol. 44, No. 1 (January 2005). 
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4. Methodology for calculating the Living Wage outside 

London  

Fuller details and sources for the following calculation can be found in an accompanying 

technical paper.2 The methodology has been constructed at the Centre for Research in 

Social Policy at Loughborough University, by the team that produces the Minimum Income 

Standard. 

i) For each of nine household types, the Minimum Income Standard is used to 

represent the basket of goods and services that a family needs to buy in order to 

reach a minimum acceptable standard of living. The household types are singles and 

couples without children, couples with 1 to 4 children and lone parents with 1 to 3 

children. The costs of items in these MIS calculations are mainly based on things you 

can be buy in chain stores with national pricing policies.  The MIS costs used here 

exclude housing costs, which are the most variable costs from one part of the 

country to another, as well as council tax and childcare.  The basket therefore 

comprises items where regional price differences are relatively small: as shown in 

Figure 1, the average overall cost of a basket of goods and services, excluding 

housing, varies within a relatively narrow range for regions outside London. 

                                                            
2 http://www.minimumincomestandard.org/downloads/working_papers/living_wage_detail_and_rationale.pdf 
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Fig 1 Cost of an average basket of goods and services, after housing costs, by region 

(UK=100)
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ii) For each of these household types, costs are added on for childcare, rent and council 

tax, based on calculations from across the UK outside London. This takes into 

account that these costs can vary considerably across areas, and uses the London 

Living Wage approach of using averages to get a best approximation of what costs 

people actually face. For rent, the minimum cost is assumed to be a council property 

for a family with children, and a cheaper private tenancy for those without children 

(who are very unlikely to get allocated a council dwelling in many areas). In each 

area, the mean council rent and the 25th percentile private rent is used as the 

benchmark, and these figures are averaged for all areas. Council tax is taken as the 

average for the relevant band across all local authorities outside London, and 

childcare is based on the average of regional prices, outside London, based on survey 

data. 

 

iii) For each of the nine family types, the required wage for meeting these living costs is 

calculated. This assumes that the adult(s) in the household work full time and that 

people claim all the benefits and tax credits that they are entitled to.  
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iv) The resulting wage requirements for the nine household types are averaged, 

weighted according to the prevalence of different household types in the population, 

to produce a single Living Wage, rounded to the nearest 5p.  

Steps (i) to (iv) produce an outside London Living Wage of £7.20 an hour for 2011.  

When uprating this figure, a final step will be used to ensure that, as is the case with the 

London Living Wage, the amount that the Living Wage can change each year relative to the 

movement of average incomes and general wages is constrained: 

(v) If the total living cost calculation at steps (i) and (ii) produces an increase in living costs 

that is substantially higher than the estimated rise in average income, the annual rise is 

proportionately reduced. Similarly, if the calculated rise in the living wage calculated in step 

(iv) exceeds the increase in median earnings by more than a given amount, the annual wage 

rise is reduced too. The formula used will limit the rate of any increase to a maximum of two 

percentage points above the rise in average income/median earnings. This formula will be 

reviewed periodically. Note that where such limits are applied, the constrained level of the 

living wage will not be the baseline for future increases, since each year’s “reference” living 

wage level will be calculated afresh based on actual living costs. This would allow for 

“catching up” periods for as long as the reference rate remained above the applied rate (see 

box). 

 

BOX:  Avoiding high annual increases in a wage still linked to living costs 

If we have a period where the wages needed to support a minimum standard of living rise 

much faster than wages generally, it may be unrealistic to ask employers to foot the full cost 

of a living wage immediately. But if this is followed by a period where the living wage 

requirement rises by close to or below the general rate of wage growth, there will be an 

opportunity to catch up. The crucial point here is always to calculate a reference living wage 

based on actual living costs, rather than reduce our ambitions of what level the LW should 

be at. Figure 2 illustrates this. Imagine that for a period of three years, median earnings go 

up by 2% a year, but the requirement for meeting rising living costs in full is a 5% rise in the 

Living Wage. This would be limited to a 4% rise, two percentage points above earnings 
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growth. But if in the subsequent three years, earnings growth picked up to 3% and growth in 

the living wage requirement reduced to the same rate, 3%, this would allow the LW to catch 

up with where it should be. The applied living wage would be the maximum of 5% a year 

until it was realigned with where it should be, which would occur by Year 5. After this, its 

actual growth rate of 3% would be restored. 
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FIG 2: lllustration of temporarily constrained living wage

Median earnings

Reference living wage

Applied living wage

YEARS 0‐3: limited wage growth constrains
the applied level of living wage 

YEARS 3‐5: faster earnings growth
allows living wage to catch up
with where it should be

 

 

The above steps for calculating the living wage outside London use much of the London 

methodology, while drawing on new information from the MIS. This calculation copies 

adopts the LLW practice of combining a general shopping basket with some averaging of 

locally variable costs into a single living costs estimate.  

 

Geographical Variation 

At the same time, for people living in different parts of the country, actual wage 

requirements will vary due in particular to different housing costs. While the single national 

rate uses an average of such costs, the same data used to calculate these averages can 

potentially be applied to create local rates. However, for local versions of the Living Wage to 

be considered valid, two conditions need to apply. One is that the method used is fully 

compatible with the national method, and does not, for example, involve arbitrarily 
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selecting additional factors to take into consideration that are not being included elsewhere. 

The other condition is that a local version represents a common approach being adopted in 

a local area, rather than competing with other versions, including the national living wage, 

being adopted by different bodies in one locality. For both these purposes, a multi‐

stakeholder board will consider the validity of a local living wage before accreditation is 

given (see Living Wage Foundation, below). On request, the group will work with the Centre 

for Research in Social Policy to calculate or validate a local living wage, and will take account 

of the degree of consensus in a local area that this should replace the national version for 

that locality.  

These calculations provide a solid basis for producing Living Wage rates outside London, 

which are consistent with and share a common framework with the LLW calculation. Our 

ambition over time is for these methodologies to become fully aligned.  
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5. The Living Wage Foundation 

To mark the 10 year anniversary of the Living Wage campaign, Citizens UK is launching the 

Living Wage Foundation. This national body will support the growth and development of the 

Living Wage across the UK, providing strength and coherence to the concept as well as 

momentum to the campaign. The Foundation was launched on 2 May 2011 at a Citizens UK 

Assembly of 2,500 campaigners, employers and politicians from across the UK. 

The Foundation’s leadership and governance model has been developed following 

consultation with Stonewall, the Fairtrade Foundation, Business in the Community, and the 

Employers' Forum on Age. The Living Wage Foundation will be established as a division of 

Citizens UK (Reg. charity no. 1107264). All governance and fiduciary duties will sit with the 

Board of Citizens UK. 

The Living Wage Foundation will do three things: 

• Intelligence. Provide advice and support to employers implementing the Living Wage ‐ 

best practice guides; case studies from leading employers; model procurement 

frameworks; access to specialist legal and HR advice. 

• Accreditation. The ‘Living Wage Employer’ mark will become a recognised sign of good

practice in employment. A multi‐stakeholder board will oversee policy, including 

approaches to Living Wage calculations. 

 

e of 

en 

• Influence. The Foundation will work with Principal Partner organisations from a rang

sectors. Partners will provide financial and strategic support to the Foundation. At 

launch Partners include:  KPMG, Linklaters, Save the Children, Trust for London, Que

Mary University of London, and the Resolution Foundation. 

 

In London, the Living Wage is now a part of the economic landscape. Employers know about 

it, and many now pay it; workers know about it, and many are still fighting for it; politicians 

know about it, and compete with one another to champion it; policy makers and NGOs 

know about it, and offer their support. But there is still work to be done. We have only just 

begun to break ground in sectors where poverty pay is the norm such as retail and 

hospitality. The Living Wage is not a household name in the way that Fairtrade has become. 
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14 
 

In cities and towns across the UK we are at the beginning, a moment of great opportunity 

where interest is growing everyday. Our aim is for the Living Wage mark to become a sign 

that people understand, and eventually seek out. On supermarket doors, on hotel 

brochures, on coffee cups, and on the great offices of State, in London and across the UK. 

The Living Wage Foundation is the vehicle and a Living Wage for all is the vision. 

 

 

For more information please contact: 

Rhys Moore 

Director, Living Wage Foundation 

Email: rhys.moore@citizensuk.org 

Phone: 020 7043 9881 
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Detailed calculation of out of London Living wage: method, rationale, data 
sources and figures for the 2010/11 calculation. 
 

by Donald Hirsch 
 

The following account of the process involved in setting the living wage outside 

London refers to the steps set out in The Living Wage in the United Kingdom:  A 

National Approach.  The figures used here were collected in early 2011, covering the 

situation in 2010, for which full data were by then available.   

 

(i) Living cost calculation for each household type 
 

What is being calculated: 

Minimum Income Standard identifies minimum costs for each of nine household 

types, excluding rent, council tax and childcare. 

 

Rationale: 

Members of the public have identified what items people need for a minimum 

acceptable standard of living, and these have been costed at national chain stores.   

 

Source and basis of calculation: 

See annual data at www.minimumincomestandard.org.  The nine non-pensioner 

households used in MIS are single-unit households (i.e. single adults or couples 

living with or without dependent children, but nobody else), with up to three children 

for lone parents and up to four children for couples.  In each case we assume certain 

ages of children, which makes a difference to cost (see table below).  By using a 

range of ages, balanced across the age range, we produce a balance between 

figures that would be higher or lower than average compared to different age 

combinations.   
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Results: 
Family type Single Couple Lone 

parent+1 
(age 0-1) 

Lone 
parent+2 

(age 2-4 and 
primary) 

Lone 
parent+3 (age 
2-4, primary, 
secondary) 

Couple +1 
(age 0-1) 

Couple +2 
(age 2-4, 
primary) 

Couple +3 
(age 2-4, 
primary, 

secondary 

Couple +4 
(age 0-1, 2-4, 

primary, 
secondary) 

MIS excluding 
housing, 
childcare, 
council tax 

£161.41 £253.98 £217.48 £292.65 £389.91 £293.71 £381.17 £475.18 £517.41 

 

Source: http://www.minimumincomestandard.org/downloads/spreadsheets/budget_summaries_2008-2010.pdf 
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(ii):  Rent, council tax and childcare calculations 
(a) Council rents for families 
 

What is being calculated: 

Average council rent for families with children for local authorities outside London. 

(This uses simple average for each local authority that still has council housing) 

 

Rationale: 

In line with London Living Wage approach, assume that the cheapest available 

property will be a council letting.  Using the average assumes that if you are lucky 

enough to get a council property you can’t expect choice on price.   

 

Source and basis of calculation: 

Average council rents in England by region, Scotland and Wales are reported for 

2009/10 in the 2010 Housing Finance Survey.  These are broken down by number of 

rooms, and for each family type the number of rooms defined as required by MIS 

groups was used.  The CLG also shows current rents, not broken down by room 

number, in its ‘live tables’, and the percentage rises between 2009/10 and 2010/11 

were applied to the rents for each room number in order to get an up to date figure.  

The resulting rents for English regions outside London and for Scotland and Wales 

were averaged using a weighting based on population.  Average council rents in 

England by region, Scotland and Wales are reported for 2009/10 in the 2010 

Housing Finance Survey.  These are broken down by number of rooms, and for each 

family type the number of rooms defined as required by MIS groups was used.  The 

CLG also shows current rents, not broken down by room number, in its ‘live tables’, 

and the percentage rises between 2009/10 and 2010/11 were applied to the rents for 

each room number in order to get an up to date figure.  The resulting rents for 

English regions outside London and for Scotland and Wales were averaged using a 

weighting based on population.   
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Results: 

Summary 

COUNCIL RENT 
REQUIREMENT -  lp+1 lp+2 lp+3 c+1 c+2 c+3 c+4 

FAMILIES WITH 
CHILDREN 60.56 7.48 75.07 60.56 67.48 75.07 75.07 

 
Detail behind these calculations: are shown in Annex 1 below. 

 

(b) Private rents for singles and couples without children 
What is being calculated? 

The average of the lower quartile rent in each local housing market area, outside 

London. 

 

Rationale: 

In line with the London Living Wage, it is assumed that people without children will 

not normally have access to social housing, but that they will be able to rent a home 

at the cheaper end of the local private rental market.  In line with London, we aim to 

estimate the 25th percentile of the rent distribution.   

 

Source and basis of the calculation 
There is no very straightforward way of calculating such a benchmark rent.  After 

considering several possible ways of estimating this, the following basis was used. 

Estimates are now being made of ‘30th percentile’ rents for each ‘Broad Rental 

Market Area (BRMA)’ for the purposes of calculating the Local Housing Allowance 

(LHA) from April 2011.  The private rent levels for singles and couples used here 

represent unweighted averages of these 30th percentile rents (reported in June 2010, 

the first time they were reported), in one and two bedroom properties respectively, in 

England outside London, Scotland and Wales, deflated to an estimate of the 25th 

percentile level.  The deflation factor is based on analysis of data from the Family 

Resources survey, kindly carried out by David Rhodes at the University of York, 

showing the 25th and 30th percentile of rents from this survey for properties of these 

sizes, and hence suggesting a ratio between the two.  We considered whether to use 
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that survey to estimate the rent figure itself, but considered that the more detailed 

information collected in the LHA data provides a richer primary source, and also that 

using a rent at the 25th percentile nationally was less appropriate than taking an 

average of 25th percentile figures estimated for each area.  The former can be more 

heavily influenced by areas where most rents are relatively low, and gives no weight 

to rents in more expensive areas, so will be more out of line with what is available to 

tenants in such areas.  Another advantage of the LHA figures is that they permit 

adjustments for local areas where requested.   

 

Results 

The following were the resulting rents used: 

 Single Couple 

Private rent requirement 81.35 112.09 

 

Details of the calculations are shown in Annex 2 below. 

 

(c) Council tax 
What is being calculated? 

The average council tax paid across local authorities outside London by a family of 

each given type, living in basic accommodation. 

 

Rationale: 

People in different parts of the country pay different amounts of council tax – this 

average is the closest estimate of what families have to pay, and follows the London 

Living Wage practice of taking such an average. 

 

Source and basis of the calculation: 

The Government published Band D figures for each local authority, and a simple 

average of the total council tax bill for a Band D property in each billing authority is 

used as a baseline.  This is then adjusted according to the standard formula to the 

relevant band, based on which band was observed as relevant to the family type in 

the MIS research (e.g. a couple without children, in Band A, pays two thirds of the 

Band D rate). Single adult reductions of 25 per cent are applied.   
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Results 

Family type Single Couple Lone 
parent+1

Lone 
parent+2

Lone 
parent+3 

Couple 
+1 

Couple 
+2 

Couple 
+3 

Couple 
+4 

Council tax 13.63 18.17 15.90 15.90 15.90 21.20 21.20 21.20 21.20 
 

Details of the calculations are shown in Annex 3 below. 

 

(d) Childcare 
What is being calculated? 

Full-time childcare costs, averaged across regions, based on the Daycare Trust 

survey of regional childcare costs applied to MIS assumptions about how many 

hours of childcare a working family needs.   

 

Rationale: 

For a family with children, in which the parent(s) are working full time, we need to 

assume that paid-for childcare will be required for young children not at school, 

including after-school club up to the end of primary school.  These costs vary across 

regions (although outside London and the Southeast not by a huge amount), and the 

Daycare Trust survey provides a basis for taking an average cost (as it does for the 

London Living Wage).  The range of ages used as examples in the MIS family types 

enable us to consider a range of childcare costs facing different households, and the 

final living wage calculations is based on an average of these.   

 

Source and basis of the calculation 

Using figures from the Daycare Trust survey published every January, we can 

calculate (1) the hourly cost of a childminder in each region and (2) the average cost 

of a session of an after-school club.  Across regions outside London, the average 

hourly cost of the childminder is very close to that used in MIS, while the after-school 

club is slightly cheaper.  On this basis, we have adjusted the MIS figures for 

childcare costs proportionately to reflect the unit costs measured in the survey.   
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Results 

The following childcare costs were calculated. Details of the calculation are in Annex 

4 below.  

Family 
type 

Lone 
parent+1 
(age 0-1)

Lone 
parent+2 
(age 2-4 

and 
primary) 

Lone 
parent+3 
(age 2-4, 
primary, 

secondary)

Couple 
+1 (age 

0-1) 

Couple 
+2 (age 

2-4, 
primary) 

Couple +3 
(age 2-4, 
primary, 

secondary)

Couple +4 
(age 0-1, 2-
4, primary, 
secondary) 

Childcare 143.09 184.10 184.10 143.09 184.10 184.10 253.88 
 

(iii)  Calculating wage requirement for each family type 
What is being calculated? 

The wage that produces enough income after taxes, benefits and tax credits to cover 

the expenses specified in (i) and (ii) above.  This assumes that families claim 

everything that they are entitled to.  For couples, it shows the wage that both 

partners would have to earn to reach the minimum.   

 

Rationale 

This translates the minimum income standard into a minimum wage requirement.  It 

assumes everyone in the family is able to work full time.  Where this is not the case, 

a higher hourly wage would be needed.  In this sense, the Living Wage level, like 

MIS itself, represents a benchmark which nobody should have to be below, rather 

than necessarily something that will meet every household’s needs.   

 

Basis of the calculation 

The Minimum Income Calculator at www.minimumincome.org.uk, is used to derive a 

gross annual earnings requirement, which is then divided by the number of working 

hours in the year.  We assume 365/7 weeks in the year, and 37.5 hours in a working 

week (the figure most commonly used in wage bargaining negotiations).   
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Results 
The following summarises the composition of the costs as set out above, and how this translates into wage requirements. 

 

Family type Single Couple Lone 
parent+1

Lone 
parent+2 

Lone 
parent+3

Couple 
+1 

Couple 
+2 

Couple 
+3 

Couple 
+4 

MIS excluding housing, 
childcare, council tax 161.41 253.98 217.48 292.65 389.91 293.71 381.17 475.18 517.41 

Rent 81.35 112.09 60.56 67.48 75.07 60.56 67.48 75.07 75.07 
Childcare 0.00 0.00 143.09 184.10 184.10 143.09 184.10 184.10 253.88 
Council tax 13.63 18.17 15.90 15.90 15.90 21.20 21.20 21.20 21.20 
Total: target net income 256.38 384.24 437.03 560.12 664.98 518.56 653.94 755.55 867.57 
Annual wage requirement 16585 23455 12257 18087 26813 20664 28484 36135 35898 
Hourly wage requirement 8.48 6.00 6.27 9.25 13.71 5.28 7.28 9.24 9.18 
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(iv) Producing a single Living Wage 
What is being calculated? 

A weighted average of the wage for different household groups 

 

Rationale 

As with the London Living Wage, we deal with the fact that different households have 

different wage requirements by producing an average requirement, weighted by the 

number of households of each type.  While this is clearly higher than it needs to be 

for some households and lower for others, in practice over six in ten households in 

the categories that we consider are covered by a wage very slightly (less than 10p) 

above the average that we calculate.  To cover more categories of household than 

this would require a much higher wage – over £1 more than the figure being used.   

 

Basis of the calculation 

Using information on the number of households in each type from the Expenditure 

and Food Survey, each of the family type is given a weighting.  We then produce a 

weighted average of the hourly wage requirements calculated above.  As with the 

London Living Wage, we end by rounding to the nearest 5p for ease of use and 

presentation.   
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Results 

Family type Single Couple 
Lone 

parent+
1 

Lone 
parent+

2 

Lone 
parent+

3 
Couple 

+1 
Couple 

+2 
Couple 

+3 
Couple 

+4 

Wage requirement 8.48 6.00 6.27 9.25 13.71 5.28 7.28 9.24 9.18 
Weighting=number of households of 
this family type as a percentage of 
all households of the family types 
shown here 

0.24 0.28 0.06 0.04 0.01 0.12 0.17 0.05 0.01 

Wage times weighting 2.08 1.69 0.35 0.39 0.19 0.65 1.25 0.49 0.13 
 
TOTAL of final row: £7.21.  Rounded to £7.20 
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v) Limiting single-year increases 
What is being calculated? 

From 2011/12 onwards, two kinds of limit on the amount that the Living Wage as 

applied can rise in any one year.  The first limits the increase in the net income (after 

taxes and benefits) requirement for each household on which the living wage 

calculation is based, relative to the rise in net income that would be achieved by 

someone on average earnings.  The second limits the increase in the living wage 

itself (representing gross income) relative to the increase in average earnings.   

 

Rationale  

If the income needed to sustain a minimum acceptable standard of living rises much 

faster than average earnings, there will be limits to how far it is acceptable for 

employers to increase wages for the lowest earners to meet their increased needs.  

Two scenarios arise, requiring the double limit described.  One is that due to the 

rising relative price of necessities and/or the identification of new items that need to 

go into a minimum household budget, minimum living costs are rising much faster 

than people’s average post-tax income.  Setting a limit to this relative increase is a 

way of saying that in tough times, even if minimum needs are rising fast, it is 

unrealistic to meet them in full if this means a big increase in net incomes of those on 

the minimum at a time when everyone else’s living standard is stagnating or falling.  

The second scenario is that, even after this limitation on net income, gross income 

(i.e. earning) requirements rise much more quickly than the average rise in earnings.  

This could occur because the tax and benefits system is becoming less favourable, 

so people need to earn more in order to achieve a given net income.  In such a case, 

it is unreasonable to ask employers immediately to foot the bill of this extra cost 

imposed by government.   

 

In both cases, the application of the limit would immediately create a gap between 

the calculation of the living wage requirement in steps (i) to (iv) above and the actual 

published living wage level.  The former would continue to be calculated 

independently of the cap and, while the cap was operational, represent a ‘reference’ 

level to the living wage – the level that should be aspired to.  As long as the applied 

level was below the reference level, it would continue to increase each year by the 

maximum amount permitted by the cap.   

 
30



 

Basis of the calculation 

There are a number of different indicators of earnings that could be used to make 

this calculation.  We have chosen the 3-monthly average weekly earnings figure 

(excluding bonuses) in the Labour Force Survey.  The annual rise to April of each 

year will be used as the benchmark.  Other data sources appear to be too out of date 

to serve as timely indicators of what is currently happening to earnings and incomes.  

For example, the Annual Survey of Hours and Earnings (ASHE) figure is useful in 

reporting median as well as mean earnings, but is effectively a year out of date for 

our purposes.  Analysis shows that in the past three years, using the median for this 

survey would have produced similar results, a year later, as the equivalent period in 

the Labour Force Survey, but if applied with a year’s lag would have only picked up 

the serious effect of the downturn on earnings a year after they occurred.  The 

reason for selecting an earnings measure not including bonuses is that total 

remuneration figures fluctuate greatly from quarter to quarter, which would distort the 

figure chosen in an arbitrary fashion.   

 

For the net income calculation, we will consider, separately for each household type, 

(A) how much net income would rise as a percentage if each adult were on average 

earnings.  We will compare this to (B) the percentage increase in minimum living 

costs, net of government help with specific costs (i.e. people’s total budget 

requirement minus any housing benefit, council tax benefit and childcare tax credits).  

If (B) is more than two percentage points above (A), we will limit it to two percentage 

points above (A), separately for each household type.   

 

For the gross income calculation, we will compare the percentage increase in 

average earnings to the percentage that the applied living wage would have to rise 

by in order to reach the new requirement (calculated on the basis of any net income 

limitation as described in the previous paragraph.  If the required rise exceeds the 

increase in average earnings by at least two percentage points, we will limit it to two 

percentage points above average earnings.   

 

In the case of any limitation either on net income or gross earnings, a distinction will 

be made between the ‘reference’ living wage and the ‘applied’ living wage until such 

 
31



time as these once again become equal.  In each year that both of these levels exist, 

the calculation of a reference living wage will be made from scratch, and the applied 

living wage will be increased towards this level to the maximum extent possible, 

constrained by the maximum percentage increases applied to the previous year’s 

applied living wage.   
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Annex 1 Detail of council rent calculation 
1 Published rents by region for 2009/10.  Source: UK Housing Review 2010 
http://www.york.ac.uk/res/ukhr/ukhr0910/compendium.htm 
 
Table 74 England broken down by region 
 
 
  Estimates for Scotland 

and Wales (1) 
 
 

 North 
West 

North 
East 

Yorkshire  
& the 

Humber 

West 
Midlands 

East 
Midlands 

East South 
East 

South 
West 

England Wales Scotland  

Two bedroom 56.45 53.27 53.75 59.09 56.12 66.45 71.25 58.73 64.05 59.472922 47.569333  
Three bedroom 62.09 57.96 58.30 67.06 60.61 75.10 80.71 67.16 70.32 65.294861 52.226004  
Four bedroom 68.52 62.37 61.62 74.08 66.93 84.12 87.58 75.17 84.92 78.849797 63.0679  
             
 England Wales Scotland          
Av rent 09 66.05 61.33 52.83          
Proportion of 
England 

 0.928539 0.7998486          
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2 Change 2009/10 - 2010/11 without breakdowns by dwelling size - from CLG live table 701 
             
 2009-10 2010-11 Factor rise          
             
North East 54.61 56.39 1.03          
North West 57.19 58.51 1.02          
Yorkshire and 
the Humber 

55.63 56.89 1.02          

East Midlands 57.46 58.96 1.03          
West Midlands 61.47 63.27 1.03          
East 68.13 69.52 1.02          
London 82.43 83.40 1.01          
South East 72.99 74.15 1.02          
South West 61.44 62.55 1.02          
             
England 66.05 67.36 1.02          
(no data for Scotland or Wales: assume rise same as England) 
 
 
3 2010/11 estimated values, calculated from factor rise 

 North 
West 

North 
East 

Yorkshire 
& the 

Humber 

West 
Midlands 

East 
Midlands East 

South 
East 

South 
West England Wales Scotland 

 

 57.75 55.01 54.97 60.82 57.59 67.81 72.38 59.79 65.32 60.65 48.51  
 63.52 59.85 59.62 69.02 62.19 76.63 81.99 68.37 71.71 66.59 53.26  
 70.11 64.40 63.02 76.25 68.68 85.84 88.98 76.53 86.60 80.41 64.32  
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4 Weighted average across regions outside London Total 
 
Population 
estimates (from 
ONS midyear 
2009) 

6,897,905 2,584,262 5,258,114 5,431,079 4,451,240 5,766,625 8,435,718 5,231,243  2,999,319 5,194,000 52,249,505 

Weighting 0.13 0.05 0.10 0.10 0.09 0.11 0.16 0.10 0.00 0.06 0.10  
Rent times 
weighting 

            

Two bedroom 7.62 2.72 5.53 6.32 4.91 7.48 11.69 5.99  3.48 4.82 60.56 
Three bedroom 8.39 2.96 6.00 7.17 5.30 8.46 13.24 6.85  3.82 5.29 67.48 
Four bedroom 9.26 3.19 6.34 7.93 5.85 9.47 14.37 7.66  4.62 6.39 75.07 
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Annex 2 Details of private rental calculation 
 

1 Average of 30th percentile rents from LHA statistics outside London (1) 

1 bedroom 2 bedroom 
AVERAGE: 

93.5480226 115.8654237 
(1) Taken from June 2010 for England, August 2010 Scotland and Jan 2011 Wales - the first months for which these data reported 

2 To get from 30th to 25th percentile, analysis of Family Resources Survey rents (2008/9) supplied by David Rhodes, York 
 University 

25th percentile 30th percentile Ratio 
One bedroom 60 69 1.15 
Two bedrooms 89 92 1.033708 

3 Translate LHA data in 1 into 25th percentile 

1 bedroom 2 bedroom 
81.35 112.09 
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Annex 3 Details of council tax calculations 
 

Single Couple lp+1 lp+2 lp+3 c+1 c+2 c+3 c+4 

Average Band D rate(1) 27.26 27.26 27.26 27.26 27.26 27.26 27.26 27.26 27.26
Multiple of band D (2) 0.50 0.67 0.58 0.58 0.58 0.78 0.78 0.78 0.78
Council tax £/week 13.63 18.17 15.90 15.90 15.90 21.20 21.20 21.20 21.20
Notes: 1) Simple average of all billing authorities outside London, 2009-10, times council tax inflation from RPI for 2010/11, translated to 
weekly 

Band D Average2009 Council tax inflation 2009-10 
1,398 1.017 

Band D average 2010-11 
Annual Weekly 
1421.28 27.26 

 

2) This is standard multiples using national rules for the bands that equate to the relevant family type in MIS. (Includes 25% reduction for single 
adult.) 
 
Sources http://www.communities.gov.uk/documents/statistics/xls/1289054.xls 

http://www.statswales.wales.gov.uk/TableViewer/tableView.aspx?ReportId=877 

http://www.scotland.gov.uk/Topics/Statistics/Browse/Local-Government-Finance/DatasetsCouncilTax 
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Annex 4 details of childcare cost calculations 
 

CHILDCARE CALCULATION  lp+1 lp+2 lp+3 c+1 c+2 c+3 c+4 
Original MIS 143.78 199.07 199.07 143.78 199.07 199.07 269.14 
Variation (see below) -0.69 -14.97 -14.97 -0.69 -14.97 -14.97 -15.26 
New 143.09 184.10 184.10 143.09 184.10 184.10 253.88 

CALCULATION OF VARIATION (regional out of London average compared to MIS cost assumptions) 

1 Calculate unit cost of (a) an hour of childcare and (b) a session of after-school care, regional average outside London 
Childcare 2010 - daycare trust Childminder 25 

hrs 
Childminder 

per hour 
After school 

club (weekly) 
  Weighting:  pop of children 

(from HBAI survey) 
London 103 4.12 45 1.6 
England 83 3.32 45 10.8 
Wales 80 3.2 39 0.6 
Scotland 79 3.16 48 1 
Pop outside London    10.8 
Weighted average England 
outside London 

 3.18 45.00     

Weighted average GB outside 
London 

 3.18 44.94     
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2 Compare to unit cost 
 of original MIS 

Basis MIS Regional average Variation 

  

Childminding per hour (first 
child) 

Original£150/50 
hrs, uprated by 
6.5% inflation 

3.20 3.18 -0.015    

  

Childminding per hour 
(additional child) 

Half the first 
child 

  -0.007    

Out of school club (per child 
per week) 

Original £45 
uprated by 6.5% 

inflation 

63.9 44.94 -18.96    

3 Apply to family types Basis Hours 
childcare/wk 

first child 

Hours 
childcare/wk 

additional 
children 

Fraction of 
weeks 

using after 
school club

Total 
variation 

  

  

One child (infant) 50 hours 
childcare x 

48/52 weeks 

46.15384615   -0.692307692  

  

Two children (pre plus pri) As infant plus 
39/52 after 

school plus 9/52 
second child 

with childminder 

46.15384615 8.65 0.75 -14.97387821  

  

Three children (pre plus pri 
plus 2ndary) 

As two children 46.15384615 8.653846154 0.75 -14.97387821  

  

Four children (inf plus pre 
plus pri plus 2ndary) 

As two children 
plus additional 
infant half-price 

46.15384615 46.15 0.75 -15.25512821  
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SUBMISSION FROM PETER KELLY AND DAVE MOXHAM, SCOTTISH LIVING 
WAGE CAMPAIGN 

The Scottish Living Wage Campaign (SLWC) is led by the Poverty Alliance and the 
STUC and supported by the Church of Scotland, Unison, Unite, GMB, PCS, Oxfam 
and the Child Poverty Action Group. The campaign has played a key role in 
establishing the principle of a Living Wage in Scotland and has welcomed the 
introduction of the Living Wage in parts of the public sector. The Scottish Living 
Wage is £7.20 and calculated using a methodology 1developed by the Living Wage 
Foundation and the Centre for Research in Social Policy at Loughborough University 
who produce the Minimum Income Standard (MIS). 

1. INTRODUCTION  
 
The SLWC is pleased to submit evidence to the Committee Inquiry on the Living 
Wage in Scotland. The fact that the Inquiry is taking place is testimony to the 
increasing recognition of the role that a Living Wage has in poverty reduction and as 
a step to ensuring that no one in Scotland has to survive on poverty pay.  
 
The Living Wage has gathered increasing prominence in Scotland mainly in the 
public sector. Since 2008 an increasing number of low paid workers have benefited 
from the Scottish Living Wage. The Labour Party, SNP and Greens opted to support 
the Living Wage to differing degrees in their manifestos for the 2011 Scottish 
Parliament elections.  
 
The Scottish Government introduced the Living Wage for directly employed staff, 
staff in its agencies and the NHS. In local government 7 local authorities have 
adopted the Living Wage. This has generally been as a result of local negotiation as 
there is currently no requirement that local authorities should pay the Living Wage. 
The SLWC estimate that around 15,000 workers in the public sector have benefited 
from the adoption of Living Wage policies.  
 
Despite this progress there is much still to be done. A Freedom of Information 
request reveals that there are around 18,000 directly employed staff in local 
government who earn less than £7.20. There has been limited progress in Scotland 
in including the Living Wage in public sector procurement – a key lever for ensuring 
that workers in the private and voluntary sectors benefit from the Living Wage. The 
campaign estimates that there are around 350,000 workers in Scotland paid less 
than the Living Wage. The majority of these are women who work in the retail and 
hospitality sectors2 and we are aware of issues in the private care sector. 
 

                                            
1 Hirsch, D & Moore, R (2011) The Living Wage in the UK Building on Success. Citizens UK, The 
Centre for Research in Social Policy, the Living Wage Foundation. http://www.citizensuk.org/wp-
content/uploads/2011/06/The-Living-Wage-in-the-United-Kingdom-May-2011.pdf 
2 The Poverty Alliance (2010) Low Pay in Scotland: a Poverty Alliance briefing 
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2. THE BENEFITS OF A LIVING WAGE  
 
The SLWC believes that the Living Wage benefits employers, employees, 
communities and the economy more generally. This is particularly the case when 
household budgets are under pressure with rising energy and food bills and a 
downward pressure on wages generally. Whilst the rhetoric continues to be about 
„making work pay‟ the reality is that low pay, reductions in the adequacy of terms and 
conditions, a lack of affordable childcare and the likelihood of increased 
conditionality and  sanctions around benefits are likely to make work unaffordable for 
many. It should be recognised that a Living Wage is not a panacea. Nevertheless in 
the context set out above it does at least tip the scales somewhat in favour of hard 
pressed individuals and families and has a vital role in protecting those on very low 
incomes.  
 
There is evidence that employers benefit from paying a Living Wage. The Greater 
London Authority (GLA) commissioned an independent report into the business 
benefits of implementing a London Living Wage. The study concluded that there 
were significant benefits for employers in terms of worker‟s morale and motivation, 
lower rates of absenteeism and sick rates, evidence of enhanced quality of work. In 
addition there were benefits in relation to recruitment and retention of staff. 
Employers reported: 
 

 Significantly lower rates of staff turnover 
 Substantial cost savings on recruitment and induction training 
 Employees more likely to stay with organisation 
 Increased tenure of workers and continuity of workforce3 

 
In the same report employees reported the wage difference not only made them far 
happier in their work but improved their standard of living enabling them to better 
manage their bills, have a better standard of family life and pay for education and 
training. They also took a more flexible approach to change in the workplace with 
many more willing to implement change in their working practices. 
 
Paying a Living Wage should also benefit local communities and economies. People 
living on a low income are more likely to spend in their local area.  A report by 
Unison, the New Economics Foundation and Staffordshire University looking at the 
income of care workers in Stoke on Trent found that: 
 
“By combining survey evidence on care workers’ spending in local businesses with 
estimates of local business spending in the local economy, we calculated a local 
economy multiplier for care workers’ income of £1.63.  This means that for every £1 
of additional income paid to public-sector care workers the local economy benefits by 
an additional £0.63 of income creation. (Or for every £1 of additional income paid to 

                                            
3 GLA Economics (2009) An indendent study of the business benefits of implementing a Living Wage 
policy in London. London Economics. http://www.london.gov.uk/mayor/economic_unit/docs/living-
wage-benefits-summary.pdf 
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private-sector care workers under a “fair wages” policy the local economy would 
benefit by an additional £0.63 of income creation.)  This multiplier of £1.63 is in line 
with other studies"4 
 
A Scottish Government analysis of paying the Living Wage (at that time £7.00 per 
hour) found that compared to the minimum wage and after taking tax, national 
insurance and benefits into account different household types saw their income 
increase from between 9 and 18 per cent5.  
 
It is clear that paying a Living Wage can benefit employers, employees, communities 
and the economy. The evidence presented here largely relates to developments in 
England, The SLWC believes that these benefits will apply equally in Scotland as 
they do elsewhere. Nevertheless more work is required in a specific Scottish context 
which focuses on the benefits of paying a Living Wage and how these benefits can 
be extended to greater numbers of employers, employees and communities. This 
should be a key role for a Scottish Living Wage Unit which is explored in more 
detail below. 
 

3. IMPLEMENTATION IN LOCAL AUTHORITIES 
 
The SLWC believes that that no Scottish worker should be paid poverty wages.  
 
The focus of the campaign in the first instance has been on the public sector. We 
believe that the public sector should lead the way in paying workers a Living Wage 
that will benefit them as employers, employees and the communities they serve. 
There has been significant progress in achieving this aim. None of the 31,000 
workers directly employed by the Scottish Government should be paid less than the 
Living Wage. In addition seven local authorities protect their lowest paid workers with 
a Living Wage policy. This means that just over a quarter of all local authority staff 
benefit from the Living Wage. 
 
We welcome the fact the 2011 Spending Review commits to paying Scottish 
Government and NHS employees the uprated Living Wage of £7.20. There is 
however a real need for progress to be made in extending this to all directly 
employed public sector workers. If this is to be done then all workers in local 
authorities must be protected by a Living Wage policy. A Freedom of Information 
request shows that in 2011 across all local authorities 7% of directly employed staff 
were earning less than £7.20 per hour, although this proportion varied across local 
authorities from 0% to 15%. 
 
Seven local authorities have adopted a Living Wage policy. The campaign welcomes 
the fact that the Living Wage has been used in local negotiations but believes that 
there needs to be an agreement reached between the Scottish Government and 

                                            
4 Jackson I & Pugh G (2005) The regeneration effects of fair wages: The economic benefits to Stoke 
on Trent of closing the gap between private and public sector pay for residential care work. 
Staffordshire University for Unison 
5 Scottish Government (2010) Low Pay and Income Inequality in Scotland 
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local authorities that the Living Wage should be adopted by all authorities. Whilst 
welcoming the fact the a number of local authorities have introduced a Living Wage 
the Scottish Government have so far left these decisions to authorities themselves 
on the basis that the Scottish Government pay policy does not extend to local 
authorities6. We believe that as a Living Wage employer, negotiating a 
settlement with local government,  the Scottish Government are in a prime 
position to build on their support for the Living Wage by ensuring that the 
Living Wage is part of that settlement. 
 

4. PROCUREMENT 
 
Including a Living Wage provisions in public sector contracts is a crucial element in 
ensuring that increasing numbers of workers are protected by a Living Wage. Such 
provisions are central to demonstrating that the public sector is leading on the 
spread of the Living Wage in Scotland and that no public money spent on 
wages is paid as poverty pay. 
 
The EU Public Procurement Directive implemented in the UK in January  
2006 makes explicit the scope to take social and environmental issues into account 
at the relevant stages of the procurement process. The Directive allows a contracting 
authority to use award criteria aiming to meet social requirements. 
 
The SLWC are aware of the arguments against the inclusion of a Living Wage 
provision in public sector contracts but note that these are largely technical. 
Procurement policy, whilst obviously influenced by European legislation, is a 
devolved matter. There is therefore a role for the Scottish Government in 
determining how best to include a meaningful Living Wage provision in contracts. 
 
There are examples in the public sector in London of where procurement has been 
used to promote social objectives in general and the Living Wage has been included 
as part of this. The London Mayor reports that the Living Wage has been 
implemented in in a number of support services contracts totaling £5.5m across the 
GLA group, leading to almost 400 staff realising the associated benefits. 
 
The GLA introduced the London Living Wage provisions into its catering and 
cleaning contracts at City Hall in 2005 and 2006. As part of their tenders for these 
contracts, bidders were required to indicate whether they would accept a London 
Living Wage clause as part of the contract, including ensuring that other employment 
conditions were not reduced as a result of paying a Living Wage. This proved to be a 
successful approach7. 
 
Lewisham Council   includes the provision of a London Living Wage in service 
contracts awarded by the authority to help ensure that the outsourcing of services or 

                                            
6 Cabinet Secretary for Finance and Sustainable Growth answer to Parliamentary Question (S4W-
02479) 
7 The Mayor of London (2005) Responsible Procurement Report 
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contracting with external providers does not drive down the rates of pay for members 
of staff employed by companies to work on Lewisham contracts8. 
 
We believe that the Scottish Government, as a Living Wage employer, should 
review their procurement, contract and best value policies to ensure that, the 
Scottish Living Wage is the minimum paid to all staff working on public sector 
contracts either in the private or voluntary sectors. 
 

5. A SCOTTISH LIVING WAGE UNIT 
 
The SLWC campaign believes that there is a need for the establishment of a 
Scottish Living Wage Unit. The unit should be established by Government. As the 
numbers of workers receiving the Living Wage increases and interest in Living Wage 
policies grows among workers and employers outside the public sector we believe 
that a Scottish Living Wage unit would have a key role in a number of respects: 
 

 A unit would have a role in setting the Living Wage in a Scottish context 
building on the work of the Centre for Social Policy at Loughborough 
University and the Living Wage Foundation.  

 The Unit would have a crucial role in advising employers on adopting the 
Living Wage and could also play a part in the accreditation of Living Wage 
Policies. Again this could build on work already started in England. 

 The Unit could also have a role in reviewing and advising on the Living Wage 
in relation to procurement. 

 Promotion of the Living Wage with all employers but particularly in the private 
sector is essential and could be a part of the work of a Living Wage unit. 

 Mapping low pay in Scotland. Specifically Scottish data on the extent and 
geography of low pay in Scotland is patchy and inconsistent. A Living Wage 
unit could have a key role in mapping low pay across all sectors and all parts 
of Scotland. This would inform not only the development of a Living Wage 
policy but wider policy social and economic policy. 

 
 
 

                                            
8 Lewisham Council (2011) Public Accounts Committee: In-depth Review Scoping Paper: Fairness in 
the Council‟s budget, procurement and employment policies 
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6. CONCLUSION 
 
The increasing numbers of Scottish workers protected by the Living Wage is 
welcome. There is little doubt that increasing the incomes of the poorest workers in 
society at a time of great economic uncertainty is good for them but also benefits 
employers, communities and the wider economy. The vast majority of those who 
benefit from the Living Wage are in the public sector although around 18,000 
workers in local government still receive poverty pay. This is a situation that could be 
rectified through an agreement between the Scottish Government who are keen to 
promote the Living Wage and local authorities. A significant challenge is ensuring 
that the Living Wage benefits workers in other sectors. Ensuring that public sector 
contracts contain a Living Wage provision is the first step towards this. At the same 
time establishing a Scottish Living Wage Unit will support the development of the 
Living Wage in Scotland and, crucially, promote the benefits to employers in the 
private sector. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
December 2011 
 
For clarification of any of the points in this submission please contact Eddie Follan, 
The Poverty Alliance on 07810854165 or email eddie.follan@povertyallaince.org 
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SUBMISSION FROM NICK WAUGH, SCOTTISH COUNCIL FOR VOLUNTARY 
ORGANISATIONS 

1. INTRODUCTION 
 
SCVO welcomes the opportunity to give evidence to the Local Government and 
Regeneration Committee on the issue of the Living Wage campaign.  
 
Low pay is an issue which is of keen interest to much of the third sector given the 
objective for many charities of tackling inequality and poverty. Addressing low pay by 
ensuring everyone earns at least enough to be able to pay for basic essentials helps 
alleviate many of the consequences of living in poverty, with benefits for physical and 
mental health in particular potentially helping the Government save money on public 
services in the long-run. 
 
While the legal minimum wage has clearly helped move low pay in the right direction, 
it is apparent from research funded by the Joseph Rowntree Foundation9 that the 
current minimum wage is insufficient to ensure people do not live in income poverty. 
A Living Wage – the level of which is calculated by robust analysis of living costs for 
various household types10 – would help ensure that people earn enough to maintain 
a minimum standard of living. 

2. KEY POINTS 
 
An aspect of the campaign which has generally not been given as much publicity as 
the focus on the public sector is that of pay in the third sector itself. The Living Wage 
campaign is clear that it sees the third sector as one of its targets. Precise figures on 
pay in the third sector in Scotland are not available but the general consensus is that 
there is a significant minority of employees in the sector earning less than £7.20 an 
hour, with many of those employed in the social care sector – although low pay is by 
no means unique to this part of the third sector.  
 
There are a number of barriers which help explain why some charities may pay lower 
than £7.20 an hour. 
 
Critically, many of the third sector organisations which are contracted by local 
government to provide services find the value of the contracts and grants they are 
awarded is simply too low to pay much more than the minimum wage, regardless of 
whether or not they would like to pay their staff more. This has become more of a 
problem in recent years as public spending cuts have come into effect.  
 
In addition, the small size and low turnover of many charities makes implementing a 
Living Wage more difficult, although the desire to do so may well be there. For 
example, the third sector in Scotland includes 45,000 formally constituted voluntary 

                                            
9 http://www.minimumincomestandard.org/ 

10 http://www.minimumincomestandard.org/downloads/working_papers/living_wage_detail_and_rationale.pdf 
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organisations, over 65% of which are grassroots organisations with an income of 
less than £25,000 a year.  
 
There is also a concern about a potential unintended consequence of the Living 
Wage campaign being implemented by the public sector, particularly local 
authorities, in that it could potentially diminish the amount of money available to pay 
for services contracted to the third sector, thus squeezing the finances of charities 
even further than they are already and making it harder to afford to deliver services, 
let alone pay a minimum of £7.20 an hour. This is a similar issue to that created by 
the policy of no compulsory redundancies in the public sector, which anecdotal 
evidence suggests has contributed to funding cuts for third sector organisations with 
public sector contracts or grants. We would not wish, however, for this to be taken as 
an argument against paying a living wage to public sector staff. 

ABOUT US 
 
The Scottish Council for Voluntary Organisations (SCVO) is the national body 
representing the third sector. There are over 45,000 voluntary organisations in 
Scotland involving around 137,000 paid staff and approximately 1.2 million 
volunteers. The sector manages an income of £4.4 billion.  
 
SCVO works in partnership with the third sector in Scotland to advance our shared 
values and interests. We have over 1300 members who range from individuals and 
grassroots groups, to Scotland-wide organisations and intermediary bodies. 
 
As the only inclusive representative umbrella organisation for the sector SCVO:  
 

 has the largest Scotland-wide membership from the sector – our 1300 
members include charities, community groups, social enterprises and 
voluntary organisations of all shapes and sizes 

 our governance and membership structures are democratic and accountable - 
with an elected board and policy committee from the sector, we are managed 
by the sector, for the sector 

 brings together organisations and networks connecting across the whole of 
Scotland 

SCVO works to support people to take voluntary action to help themselves and 
others, and to bring about social change. Our policy is determined by a policy 
committee elected by our members.11 
 
Further details about SCVO can be found at www.scvo.org.uk.  

                                            
11 SCVO’s Policy Committee has 24 members elected by SCVO’s member organisations who then co-opt up to 

eight more members primarily to reflect fields of interest which are not otherwise represented. It also includes 

two ex officio members, the SCVO Convener and Vice Convener. 

 
47

http://www.scvo.org.uk/


Agenda Item 2  LGR/S4/11/13/1 

REFERENCES 
 
Scottish Voluntary Sector Statistics 2010, SCVO 
www.scvo.org.uk/evidencelibrary/Home/ReadResearchItem.aspx?f=asc&rid=1078 
 
 
 
Nick Waugh 
 
Policy Officer 
e:nick.waugh@scvo.org.uk 
t: 0131 474 8001 
 
25 November 2011 
 
 
 

 
48

http://www.scvo.org.uk/evidencelibrary/Home/ReadResearchItem.aspx?f=asc&rid=1078


Agenda Item 2  LGR/S4/11/13/1 

SUBMISSION FROM ANNIE GUNNER LOGAN, CCPS COALITION OF CARE AND 
SUPPORT PROVIDERS IN SCOTLAND 

 
About CCPS 

CCPS is the Coalition of care and support providers in Scotland. Its membership 
comprises more than 70 of the most substantial providers of care and support in 
Scotland‟s third sector, supporting approximately 270,000 people and their families, 
employing around 45,000 staff and managing a combined total income of over 
£1.2bn, of which an average of 73% per member organisation relates to publicly 
funded service provision. 
CCPS members provide services right across the spectrum of care and support, 
including services for older people as well as for children and families, adults with 
physical and learning disabilities and people facing a range of challenges in their 
lives, including mental health problems, addictions and involvement in the criminal 
justice system. 
Summary 

Care and support providers in the voluntary sector value their workforce highly, and 
are committed to offering appropriate reward packages to staff. For many providers, 
workforce costs account for up to 85% of the total cost of the support they provide. In 
recent years, severe downward pressure has been applied by local authorities to the 
cost of social care services in the voluntary sector, through a combination of 
competitive tendering and (more recently) the unilateral imposition of cuts. The result 
is that pay and conditions packages for workers in this sector have not kept pace 
with those of comparable workers in the public sector, creating in effect a two-tier 
workforce in social care.  
Until relatively recently, very few voluntary sector care providers offered rates of pay 
that fell below the Living Wage threshold. Pay for some workers in some 
organisations has however now slipped below that threshold, at least partly because 
of the failure of local authorities over successive years to apply inflationary uplifts to 
care budgets in the voluntary sector which would enable employers to keep pace 
with increases to the Living Wage. Other voluntary organisations have had to take 
steps to reduce rates of pay to a level below the Living Wage either indirectly, by 
extending the working week, or directly, by cutting rates of pay, in order to remain „in 
business‟ supporting vulnerable and disabled people within available funding limits. 
It is our contention that this deterioration in pay and conditions for voluntary sector 
care and support staff is likely to have consequences for recruitment and retention, 
workforce development standards and, ultimately, the quality of care and support; 
and that therefore government support for the Living Wage should not be limited to 
those workers employed by the public sector but extended to the whole public 
services workforce. This will require some significant changes to commissioning 
practice and public procurement regulations. 
Voluntary sector care and support, the Living Wage and general employment 
conditions 

A rapid survey of CCPS members conducted in response to the committee‟s 
invitation to give evidence revealed that 18 out of 29 responding providers of adult 
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community care services now offer starting salaries to care workers that fall below 
the Living Wage at the lowest point of the salary scale. This reduces to 8 out of 29 at 
the highest point of the scale (ie. as workers progress up the salary scale through 
annual increments or other awards, most reach or surpass the Living Wage 
threshold). Comments offered by providers taking part in the survey are reproduced 
throughout this paper. 

“We have about 20% of our workforce who fall below the £7.20 per hour 
Scottish Living Wage (SLW). This covers a wide range of staff including 
domestics, cleaners and catering assistants. We also have care staff who, 
depending on where they sit on the salary scale, also fall below the £7.20 per 
hour figure. At the request of the unions we have looked at the implications of 
introducing the SLW for all staff, but given the funding position, the 
organisation cannot consider this request at this time.”   

One provider working to support frail older people, including older people with 
dementia, advised that a recent benchmarking exercise among comparable local 
providers in the private and voluntary sectors showed that the benchmark rate for 
basic care workers in residential homes (both unqualified, and qualified at SVQ2 
level) falls significantly below the Living Wage level (and indeed not far above 
National Minimum Wage levels). This provider has been paying a rate above the 
Living Wage for qualified staff, but is now reviewing its position in relation to the 
benchmark.  

“All our staff sat above the £7 per hour mark until April 2010 when we were 
forced to change the length of the working week from 37 to 39 hours because 
of a combination of cuts and price pressures brought about by procurement. It 
was agreed with the trade union that this was a lesser evil than cutting top-line 
salaries by 5%. This brought staff on the 3 lowest points of our scale below 
the (then) living wage. Of course, with no inflationary uplifts to funding, and 
further cuts this year, our salaries have stood still, so an increase in the living 
wage to £7.20 now puts the bottom 4 points of our scale below it. This is now 
40% of our workforce. It is a hard fact that all our staff [CEO, managers, 
front-line], as a result of the funding cuts forced upon us, are paid in terms of 
an hourly rate at the same level as in 2005. I see no prospect of this 
improving.” 

A more comprehensive picture of employment conditions in the Scottish social care 
voluntary sector can be found in research published by CCPS earlier this year12. The 
research, conducted by the University of Strathclyde, found that intense and 
sustained pressure to cut costs has meant that, in the last three years: 

 79% of voluntary sector care organisations have been unable to award a cost 
of living rise to staff equivalent to the increases paid to the public sector 
workforce  

 57% have implemented pay freezes  

                                            
12 Employment Conditions in the Scottish Social Care Voluntary Sector: Impact of Public Funding 

Constraints in the Context of Economic Recession Dr Ian Cunningham, Department of Human 
Resource Management, University of Strathclyde, April 2011. See 
http://www.ccpscotland.org/assets/files/Employment%20Conditions%20Report.pdf 
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 44% have made redundancies to frontline staff, and 55% have lost line 
managers 

 60% have made cuts to training budgets 
 73% report that they are increasingly having to raid organisational reserves in 

order to maintain services 
 Only 15% retain any link with public sector pension arrangements.  

 “We do employ staff at a rate below £7.20. Currently the minimum post 
probation rate we pay is £7.00 per hour…it is becoming increasingly difficult to 
maintain the level of support and development, training and other terms of 
conditions such as holiday entitlement, pension rights and sick leave that 
ensure that we have a skilled and motivated workforce.”   

Comparisons with the public sector 

Significantly, one of the key findings from the research is that there are now no 
remaining elements of public sector pay and conditions universally available to social 
care staff in the voluntary sector.  
Local authorities are responsible for managing the „mixed economy‟ for care 
services, which includes in-house service provision delivered directly by staff 
employed by those authorities: however authorities enjoy, in effect, a structural 
advantage in the labour market as a result of the comparatively generous pay and 
conditions packages available to their own employees, whilst those of contracted 
providers are driven ever further downwards.  
This disparity is illustrated by the hourly rates paid by local authorities for social care, 
which are the subject of an ongoing Freedom of Information request made to all 
councils by CCPS. Early responses to the request reveal that in-house services can 
cost 100% more than those provided by the voluntary sector: for example, local 
authority X has capped the contracted rate for care at home for older people and 
adults at £10.43 per hour, whilst its in-house rate is £21. In authority Y, the figures 
are £10.67 and £19.82 respectively. 
Paying the Living Wage within such low contract rates is not, in our view, a realistic 
proposition: on top of the basic £7.20 pay per hour, organisations must factor in 
National Insurance, pension provision, training and development, contingencies 
(including redundancy), supervision and management, regulatory compliance and 
organisational overheads. Care providers are not able to make these figures add up 
within such low hourly rates unless the basic rate of pay is below (and in some 
cases, well below) the Living Wage. 

“Over the period 2005-10 when our services were supposedly „unaffordable‟, 
the average employee costs within councils rose on average by almost 6% 
per annum. I regret having to say that unless something is done to address 
the yawning gap in funding levels, a Living Wage in the public sector, at 
whatever level, will be no more than another privilege paid for at the expense 
of others.” 
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This disparity in care costs is a major cause for concern for CCPS and its members. 
Our concern in this regard is heightened by the fact that voluntary sector services 
are frequently of a demonstrably higher quality than those provided in-house by local 
authorities13, despite the much higher cost of the latter.  
In 2008, CCPS submitted a petition14 to the Scottish Parliament Public Petitions 
Committee, in collaboration with the Scottish Council for Voluntary Organisations 
(SCVO), the STUC, and the Unison and Unite unions, calling for action to reduce this 
disparity.  
We applaud the Scottish Government‟s strong support for a Living Wage in the 
public sector. However we are extremely concerned that the government is not 
extending this support for a Living Wage to those providing publicly-funded care and 
support services in the voluntary sector, nor taking any action to enable it.  

“Does anyone else wonder why we have a National Minimum Wage and a 
„Living Wage‟? Should the one not be the same as the other? Or is „Living 
Wage‟ no more than a euphemism for „Public Sector NMW‟? 

The Living Wage and public procurement 

As noted, the increased use of competitive tendering in social care in recent years 
has driven care costs down to a level where many voluntary organisations have had 
to review pay and conditions in order to remain in the „market‟. CCPS is concerned 
that as commissioners of public services, local authorities do not pay sufficient 
regard in procurement exercises to the link between the low hourly rates they are 
prepared to accept from tenderers, and the ability of those tenderers to offer pay and 
conditions packages to staff that reflect government ambitions for high quality 
services delivered by a competent, confident, trained and qualified workforce. 

“We do pay above the £7.20, but not much by much, and we have not given a 
consolidated pay rise for three years… the impact of the raised bar of the 
eligibility criteria is that we are asking very low paid staff to do increasingly 
complex tasks. We recognise that staff training, development and supervisory 
support are key to sustaining good and safe practice and we continue to pay 
for SVQs and CPD (continuous professional development). However if in the 
next financial year further significant reductions are made by local authorities, 
we must look at cutting salaries.” 

There are two issues here: the first is that, as we understand it, even those 
authorities that may wish to do so are not permitted under EU public procurement 
regulations to make any stipulations regarding minimum pay and conditions of staff 
among prospective tenderers.15 This specific issue is now being consulted on by the 
                                            
13 See various reports from the Care Commission (now the Care Inspectorate) at 
http://ccpscotland.org/news/stories/New-Care-Commission-report-highlights-voluntary-sector-
excellence 

 
14 Petition PE1231, 2008 http://archive.scottish.parliament.uk/business/petitions/pdfs/PE1231.pdf  
15 See Scottish Government response to written PQ (S4W-03173): http://www.parlamaid-
alba.org/S4_ChamberDesk/WA20111102.pdf  
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European Commission, and CCPS has made its views known as part of this 
consultation. 
The second is that, in our experience, the imperative for many commissioning 
authorities to make savings overrides any consideration of a link between staff pay 
and conditions and the quality of care they provide. The Care Inspectorate has 
gathered a wealth of information over several years about standards in individual 
care services, which could be cross-referenced with the rates paid for those services 
in order to examine the link between cost and quality. We would urge the 
committee to recommend that the available data on cost and quality is 
subjected to precisely such an examination: otherwise it is our fear that 
commissioning authorities will continue to drive down costs to the point at which the 
market will determine pay levels, and the impact on quality will only be identified after 
the event. 

“Whilst our hourly rates may appear to be low, we do pay staff for all the time 
they are at work including travel time between visits and in addition we pay for 
their expenses travelling. We are aware that whilst some private providers 
may appear to pay higher salaries, because the hourly rate is higher, they are 
only paying for when staff are actually at work – down to the nearest minute - 
and when you average this out over all the travelling time, it can actually be 
below the minimum wage.” 

The Living Wage and Self Directed Support 

The committee will be aware that the government is preparing to legislate for Self 
Directed Support (SDS). SDS means that individuals requiring care and support will 
have the opportunity to direct their own support if they wish to do so, including 
receiving a Direct Payment with which to employ a Personal Assistant. 
CCPS strongly supports SDS policy. However we have some reservations about the 
way in which local authorities may implement it. In particular, it is our experience that 
the rate that authorities will pay to individuals as a Direct Payment is generally lower 
than the rate they will pay to contracted providers, with further consequences for 
attainment of the Living Wage.  
We may, in effect, shortly be entering the era of the three-tier workforce in Scottish 
public services: those staff employed directly by local authorities at the top; those 
employed by contracted providers next; and Personal Assistants at the bottom. 
Again, enforcement of a Living Wage exclusively in the public sector will exacerbate 
such inequalities. 
 

In summary, CCPS believes that without (a) strong action from the government 
and the regulator to challenge poor commissioning, and (b) changes to 
procurement policy and practice, pay in the social care voluntary sector will 
continue to fall below the Living Wage threshold, and that this is likely to have 
consequences for the overall quality of care and support. 

 
CCPS thanks the committee for its invitation to give evidence. We look forward to 
discussing these issues in more detail at a forthcoming meeting of the committee. 
 

 
53



Agenda Item 2  LGR/S4/11/13/1 

 

CCPS - Coalition of Care and Support Providers in Scotland 
Norton Park 
57 Albion Road 
EDINBURGH  
EH7 5QY 

T:     + 44 (0)131 475 2676 
E:     annie.gunner_logan@ccpscotland.org  
W:    www.ccpscotland.org  

CCPS is a company limited by guarantee registered in Scotland No. 279913, and a 
Scottish Charity registered with the Office of the Scottish Charity Regulator (OSCR) 
No. SC029199 
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SUBMISSION FROM DAVE WATSON, UNISON SCOTLAND 

1. INTRODUCTION 
 
UNISON Scotland welcomes the opportunity to respond to the call for written 
evidence from the Scottish Parliament‟s Local Government & Regeneration 
Committee regarding the above inquiry.  UNISON Scotland is in favour of a living 
wage being introduced across Scotland. 

2. WHAT IS A LIVING WAGE? 
 
A living wage is intended to provide a level of pay that adequately allows workers to 
provide for themselves and their families.  It champions the need for income 
deprivation to be more closely related to increases in average earnings and an 
acceptable - rather than basic or minimum - standard of living.  It further recognises 
the need for ethical employment practices through fair terms and conditions for 
workers. 

3. HOW IS IT CALCULATED? 
 
The living wage figure is based on research carried out by the Joseph Rowntree 
Foundation which looked at developing a formula for calculating a minimum income 
standard.  For their purposes, a Living Wage could be defined as the level of income 
needed to provide an acceptable standard of living in Britain to ensure good health, 
adequate child development and social inclusion. 
 
There are different thresholds for calculating low pay and hence how much a living 
wage is.  The Joseph Rowntree Foundation (JRF)‟s Minimum Income Standard 
(MIS) Project defines the minimum income needed by a family or individual to ensure 
an acceptable standard of living.   
 
As of August 2011 the living wage for Scotland has been up-rated from £7.15 to 
£7.20.   

4. HOW WILL THE FIGURE BE CALCULATED IN FUTURE YEARS? 
 
Using the formula from the JRF Minimum Income Standard Project, it is necessary to 
routinely update the Living Wage to ensure it keeps pace with inflation and any 
increases in the cost of living. 

5. WHO PAYS THE LIVING WAGE? 
 
The idea behind the Living Wage is to encourage employers across the country to 
raise their own rates of pay – and those of contracted staff - to at least £7.20 an 
hour. 
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In London, where there has been a London Living Wage since 2005, over 100 
public, private and voluntary sector employers now pay the living wage to both their 
directly employed and contract staff. 

6. BENEFITS OF THE LIVING WAGE 
 
Research from the London Living Wage has highlighted that the adoption of the 
Living Wage creates value for an employer by: 
 

 helping to create more stable, reliable services, and 
 enhancing the organisation‟s reputation by gaining public accreditation as a 

Living Wage employer. 
 
Experience has shown that the increase in costs is less than might be first thought 
because paying higher wages reduces turnover and absenteeism costs and makes 
workers more motivated to keep their job. 
 
Queen Mary, University of London, where cleaners were brought back in-house in 
early 2008, found that, "In reality, the introduction of the „living wage‟ has not been 
the big drain on resources predicted by its opponents: the in-house cleaning service 
came in only slightly more expensive than that provided by sub-contractors - 
including start-up costs.  When looked at over a two-year period the expected budget 
for 2008/9 is almost identical to the expenditure spent on contract cleaners in 
2006/7. "  
 
The Chartered Institute of Personnel and Development (CIPD) calculated the median 
recruitment cost of filling a vacancy as £2,930 in 2010.  Living wage employers have 
found that they have made significant savings by reducing absenteeism and turnover 
and improving productivity. 
 
As Guy Stallart, Director of Facilities for KPMG Europe says:  “Many people see 
paying Living Wages as only something to worry about only when the economic 
cycle is buoyant.  Such a perspective is extremely short term.  A really motivated 
workforce is in many ways even more important when businesses are facing really 
challenging times”. 

7. HOW MANY LOCAL GOVERNMENT EMPLOYEES WOULD BENEFIT?  
 
The same benefits to employers as highlighted above would accrue to local 
authorities who introduce the living wage.  The Scottish Living Wage Campaign 
recently submitted freedom of information requests to all Scottish local authorities 
asking for details of numbers earning less than £7.20 per hour (the recently-revised 
living wage threshold).  Across the 32 local authorities 7% of directly employed staff 
were earning less than £7.20 per hour, although this proportion varied across local 
authorities from 0% to 15% (see table below). 
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Local Authority The total 

number of 
employees 

directly 
employed 

The number of 
employees directly 
employed less than 

£7.20 per hour 

% of employees 
earning less 
than Living 

Wage 

Aberdeen City  8,418 459 5.5 
Aberdeenshire 15,445 1,878 12.2 
Angus 6,141 371 6.0 
Argyll & Bute 4,725 176 3.7 
City of Edinburgh 19,464 1,825 9.4 
Clackmannanshire 2,999 199 6.6 
Dumfries & Galloway 7,844 1,159 14.8 
Dundee City 7,841 342 4.4 
East Ayrshire 6,617 802 (inc. casual workers) 12.1 
East Dunbartonshire 4,433 0 0.0 
East Lothian 4,862 136 2.8 
East Renfrewshire 4,616 282 6.1 
Falkirk 7,674 644 8.4 
Fife 21,028 1,989 9.5 
Glasgow City 22,708 196 0.9 
Highland 11,246  

(9,038 FTE) 
525 (245 FTE) 4.7 

Inverclyde 4,649 594 12.8 
Midlothian 4,369 547 12.5 
Moray 5,893 506 employees in 644 

jobs 
8.6 

North Ayrshire 6,117 273 4.5 
North Lanarkshire 16,788 237 1.4 
Orkney Islands 2,467 2 0.1 
Perth & Kinross 5,744 57 1.0 
Renfrewshire 7,221 

(headcount) 
695  

(headcount) 
9.6 

Scottish Borders 5,659 497 8.8 
Shetland Islands 6,080 407 6.7 
South Ayrshire 5,747 242 4.2 
South Lanarkshire 15,368 2,052 13.4 
Stirling 4,330 167 3.9 
West Dunbartonshire 6,407 317 4.9 
West Lothian 7,963 856 10.7 
Western Isles 
(Comhairle nan Eilean 
Siar) 

2,500 0 0.0 

 
Total 263,363 18,432 7.0 
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8. CAN THE PUBLIC SECTOR USE PROCUREMENT RULES TO ENFORCE 
LIVING WAGE? 
 
UNISON Scotland is keen to promote the living wage and would like to see all public 
sector organisations encourage their contractors to pay the living wage.  UNISON 
Scotland believes that using current procurement rules, public sector organisations 
can encourage such contractors to adopt the living wage.  This would also apply to 
the many voluntary organisations which compete for council contracts and often end 
up in a „race to the bottom‟ to undercut one another in order to win council contracts. 
 
It is important that companies who benefit from public money can demonstrate that 
they are putting something back into their communities.  
 
UNISON Scotland would also like to see the Scottish Government establish a 
Scottish Living Wage Unit – similar to that established within the Mayor of London‟s 
Office.  This unit, as well as promoting the living wage across all employment sectors 
in Scotland, could be responsible for ensuring that the living wage level is annually 
reviewed and updated. 
 
 
 
UNISON 
November 2011 
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SUBMISSION FROM DANNY WILLIAMSON, PCS SCOTLAND 

1.  INTRODUCTION  
 
PCS Scotland is pleased to submit written evidence to the Scottish Parliament’s 
Local Government & Regeneration Committee regarding the above inquiry. PCS has 
campaigned against low pay and for a living wage for many years across the UK and 
in Scotland. We have traditionally called on employers to implement the Council of 
Europe Decency Threshold which stands at £15560 and have also been active in 
promoting the London Living Wage, currently £8:30 per hour. We see the 
introduction of a Scottish Living Wage (SLW) as an important step on the road to 
eliminating low pay and the misery it causes for workers and their families. 
 

2.  WHO WE REPRESENT 
 
PCS has 30,000 members employed in Scotland in areas mainly related to central 
government functions. We have members employed in UK Departments such as the 
DWP, HMRC, Home Office, DfID and the MoD. We represent staff in Scottish 
Government, most of its NDPBs and Executive Agencies and in Non Ministerial 
Departments. We also represent staff in statutory bodies such as the Scottish 
Parliament Corporate Body and in private companies where functions have been 
transferred from central government 
 

3.  OUR EXPERIENCE OF THE SCOTTISH LIVING WAGE 
  
PCS first raised the Scottish Living Wage as a measure of pay decency in 2009. We 
reached agreement with Scottish Enterprise and Highlands and Islands Enterprise to 
implement the SLW as part of their annual pay reviews that year.  
 
We support the Scottish Living Wage Campaign and were pleased to see the 
Scottish Government include the SLW as a key metric for employers to deliver in its 
Public Sector Staff Pay Remit Guidance for 2011-12. Employers covered by this 
guidance include 
 
 Architecture and Design Scotland 
 Bòrd na Gàidhlig 
 Cairngorms National Park Authority 
 Caledonian Maritime Assets Ltd 
 Communities Scotland (staff who retained existing terms and conditions of 

employment) 
 Creative Scotland (includes former Scottish Arts Council and Scottish Screen 

Agency staff) 
 Crown Office and Procurator Fiscal Service 
 Dundee Airport Limited (part of HIAL) 
 Highlands and Islands Airports Limited 
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 Highlands and Islands Enterprise 
 Historic Scotland 
 Learning and Teaching Scotland 
 Loch Lomond and the Trossachs National Park Authority 
 Mental Welfare Commission for Scotland 
 National Galleries of Scotland 
 National Library of Scotland 
 National Museums of Scotland 
 NHS Executive and Senior Managers (Grades A to C only) 
 Police Complaints Commissioner for Scotland 
 Registers of Scotland 
 Risk Management Authority 
 Royal Botanic Garden Edinburgh 
 Royal Commission for Ancient and Historic Monuments Scotland 
 Social Care and Social Work Improvement Scotland 
 Scottish Children's Reporter Administration 
 Scottish Court Service 
 Scottish Criminal Cases Review Commission 
 Scottish Enterprise 
 Scottish Environment Protection Agency 
 Scottish Funding Council 
 Scottish Government Main Bargaining Unit: 
 Disclosure Scotland 
 General Register Office for Scotland 
 HM Inspectorate of Education 
 National Archives of Scotland 
 Office of the Accountant in Bankruptcy 
 Office of the Scottish Charity Regulator 
 Scottish Housing Regulator 
 Scottish Public Pensions Agency 
 
All of the above will be required to pay the Scottish Living Wage by the end of the 
current pay round. PCS represents 13,000 staff in these areas. However the majority 
of our members in Scotland work for UK departments and agencies and commercial 
sector employers who are not covered by this guidance and so many still face low 
pay and all that means.  
 
We welcome the decision to include an uprated SLW as a key requirement on 
employers in the Scottish Government’s Public Sector Pay Policy for 2012-13 
although imposing a second pay freeze on those who earn more than £21,000 
and a meagre £250 pa underpin for those below will be counter-productive. 
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4.  DEFINING THE SCOTTISH LIVING WAGE IN SCOTTISH GOVERNMENT 
AREAS 
 
While the requirement on employers covered by the Scottish Government Pay Policy 
to introduce the SLW was a major step forward in the campaign for pay decency 
there has been a problem even in these areas. 
 
The Technical Guide for employers on the Pay Policy defines the SLW at paragraph 
2 
 
2.10 The Scottish Living Wage of £7.15 per hour should be applied as requiring 
public bodies to introduce an annual gross base salary of £13,996. This has been 
assessed as the applicable rate for the 2011-12 pay round. Any uprating will be 
considered as part of the 2011-12 pay policy decision making process.  
 
2.11 The gross annual salary is used as this is consistent with the Joseph Rowntree 
Foundation definition of the living wage (i.e. the amount that an individual must earn, 
before tax, to afford a basic but acceptable standard of living) from which the level of 
Scottish Living Wage is derived. The annual gross salary is calculated on a 37.5 
hours working week in line with methodology used in the Joseph Rowntree 
Foundation funded Minimum Income Standard project  
 
Initially most employers interpreted this as requiring them to pay a minimum salary of 
£13996 pa. However, some employers lobbied for a new definition to reduce the 
minimum annual salary  
 
Scottish Government Finance and Pay Policy unit acceded to their pressure and 
issued the following to replace the first sentence above: 
 
“The Scottish Living Wage of £7.15 per hour should be applied as an annual salary 
of £13,996 (full time equivalent, based on 37.5 conditioned hours per week) before 
tax but, in circumstances where conditioned hours are less than 37.5, the full-time 
annual salary must correspond to an hourly rate of at least £7.15.” 
 
This resulted in several employers paying less than the defined annual rate of 
£13996 
 
 Visit Scotland calculated the SLW on a 35 hour week and so they consider the 

SLW to be £13063 – over £900 a year less than the declared amount in 
paragraphs 2.10 and 2.11 of the guidance and completely at odds with the 
methodology applied to determine a living wage. 

 
 National Museums of Scotland have also said they will apply £715 to a 37 hour 

week giving an annual figure of £13810 pa despite the fact that the only occasion 
NMS currently uses an hourly rate is for calculating overtime payments and these 
are based on a 42 hour week.   
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It remains the view of PCS that, despite the changes, the guidance still clearly states 
the Living Wage is calculated from a minimum annual standard of £13996 for 2011-
12 as determined by the methodology applied by the Joseph Rowntree foundation  
 
It is worrying that some employers have been allowed to claim they are paying the 
SLW when staff receive less than the amount needed to deliver a basic but 
acceptable standard of living as defined by Scottish Government and the Joseph 
Rowntree Foundation. 
 
It is all the more concerning as most employers in our sector have working weeks of 
less than the 37.5 used to calculate the hourly rate for the Scottish Living Wage. 
Typically our members work a 35 or 37 hour week. 
 
The Scottish Living Wage should be set as a minimum at the annual amount 
required to achieve its aims.  
 

5.  ECONOMIC AND SOCIAL BENEFITS OF THE LIVING WAGE  
 
The overwhelming consensus of all reliable research in the field of pay and 
employment remuneration in the UK is that for the last thirty years the “pay gap” 
between those at the top of the pay scales and those at the bottom has been 
widening, and has now reached a level of disparity not seen since Victorian times. 
 
Recent research by the High Pay Commission found that the top 0.1% of earners 
now command 4.5% of the national income, which could expand to 14% by 2030 if 
current trends continue. Looking beyond simply income to actual marketable wealth, 
the richest 1% of the UK’s population now own 21% of marketable wealth, whilst the 
bottom 50% own just 7% of the wealth (and if the value of their houses are removed, 
that figure stands at a mere 1%).    
 
The new High Pay Commission report, More for Less, shows that the FTSE 100 
Chief Executives are currently paid 145 times the average wage – or £3.7m.  By 
2020 this will increase to 214 times the average.  The report also finds that last year 
(2010) top executives saw their salary increase by an average of 3%, whilst salary 
for the rest of the UK workforce barely rose at all, at an increase of 0.1%.  
 
Key findings include a recognition that pay inequality leads to a lack of social mobility 
and that the policy solutions which will improve opportunities for those facing the 
greatest disadvantage are those which will reduce poverty.  
 
Recent research by Richard Wilkinson and Kate Pickett detailed in their book The 
Spirit Level: Why More Equal Societies Almost Always Do Better lends support to 
this argument. Their research documents the level of health and social problems 
against the level of income inequality in 20 of the world’s richest nations, and in each 
of the 50 United States. What they find is that, in states and countries where there is 
a big gap between the incomes of rich and poor, mental illness, drug and alcohol 
abuse, obesity and teenage pregnancy are more common, the murder rate is higher, 
life expectancy is shorter, and children’s educational performance and literacy 

 
62



scores are worse. Countries that have the smallest differences between higher and 
lower incomes, have the best record of psycho-social health. The countries with the 
widest income gulfs and the highest incidence of most health and social problems, 
are Britain and the United States of America. 
 
Societies where incomes are relatively equal have low levels of stress and high 
levels of trust, so that people feel secure and see others as co-operative. In unequal 
societies, by contrast, the rich suffer from fear of those with nothing. Those lower 
down the income scale experience status anxiety, looking upon those who are more 
successful with bitterness. Those on low incomes grew obese on comfort foods and 
took more legal and illegal drugs. In 2005, doctors in England alone wrote 29m 
prescriptions for antidepressants, costing the NHS £400m.  
 
Wilkinson and Pickett show us that a wide range of social problems stem from 
income inequality and form circuits or spirals. Babies born to teenage mothers are at 
greater risk, as they grow up, of educational failure, juvenile crime, and becoming 
teenage parents themselves. They show quite clearly that in societies with greater 
income inequality, more people are sent to prison, and less is spent on education 
and welfare.  
 
Thus, ignoring increasing inequality is not an option, but rather a disastrous course 
with inevitable social and political consequences. 
 
The Scottish Government’s aspiration of achieving a Scottish Living Wage will go 
some way to alleviating these problems if it is applied across the Scottish economy 
 
The Scottish public sector should therefore set the example to the rest of the 
economy by introducing the SLW not only in all public bodies but insisting it is 
a minimum requirement of all contractors who procure public sector contracts. 
 

6.  IMPLEMENTING THE SCOTTISH LIVING WAGE 
 
We share the view of UNISON Scotland that it would be a step forward for the 
Scottish Government to establish a Scottish Living Wage Unit – similar to that 
established within the Mayor of London’s Office. This unit, as well as promoting the 
living wage across all employment sectors in Scotland, could be responsible for 
ensuring that the living wage level is annually reviewed and updated 
 
 
 
 
 
Danny Williamson (Industrial Officer) 
For PCS Scotland 
 
1 December 2011 
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Agenda Item 3  LGR/S4/11/13/3 

Local Government and Regeneration Committee 

 

14th Meeting, 2011 (Session 4), Wednesday, 7 December 2011 

 

Approach to consideration of Living Wage Inquiry 

Introduction 

1. At its meeting on 26th October, the Committee agreed to undertake an 
inquiry on a living wage policy in Scotland. As part of this inquiry, the 
Committee will take oral evidence from various panels of witnesses at its 
meetings on 7th, 14th and 21st December. A draft report will be considered by 
the Committee in late January 2012.  

For decision  

2. In order to facilitate the consideration of the evidence received, and to 
assist Members in identifying key issues to be included in any draft report, the 
Committee is invited to consider and agree to— 

 hold a discussion, in private, at the end of each meeting at which 
oral evidence is taken, to allow members to consider the evidence 
heard;  

 delegate to the Convener responsibility for arranging for the 
SPCB to pay, under Rule 12.4.3, any expenses of witnesses in the 
inquiry, and 

 consider all draft reports on the inquiry, in private, at future 

meetings.  

 

Eugene Windsor 

Clerk 

November 2011 
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