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The impact of the NMW in low-paying sectors

Executive summary

This report looks at the impact of the October 2005 uplift in the National Minimum Wage (NMW) on pay
rates, pay structures and work organisation in companies in low-paying sectors.

Research

The report is based on research among employers in several low-paying sectors of the economy: retail,
hospitality, childcare, leisure, and social care. In addition, the final section of the report looks at the
current levels of lowest pay rates across different parts of the public sector. The research carried out for
this report builds on previous research carried out by IDS for the Low Pay Commission on monitoring

the impact of the NMW.
The findings of this report are based on the following research by IDS carried out during 2005 and 2006:

Retail sector: information on pay settlements and pay structures in 121 companies employing just under
1.5 million employees in total.

Fast food, pubs & restaurants: information on settlements and pay rates in 13 companies employing
160,000 workers altogether.

Childcare: a survey carried out in 2006 of 94 private nurseries and nursery chains, employing 8,300 staff
altogether, plus a case study of one of the UK’s largest independent childcare providers, Asquith
Nurseries.

Hotels: information from 22 hotels and hotel groups, employing 20,800 staff, on pay rates and the
impact of the October 2005 NMW uplift.

Social care: a survey carried out in November 2005 of 123 organisations in the housing and social cae
sector, employing 54,700 employees in total.

Leisure: a survey carried out in 2006 of 13 medium and large-sized employers on their pay rates and
action in response to the NMW.

Public sector: current minimum rates of pay in the NHS, local government, civil service, universities and
further education.

Overall findings

1 The overall picture across a range of lower-paying sectors is that the rises in the NMW in 2004 and 2005
have meant that it is having an increasing impact, both in terms of the number of employees directly
affected, and also through the NMW exerting a stronger influence on pay setting and pay structures.

2 The annual rise in the NMW is a key determinant on pay bargaining and pay setting in lower-paying
sectors. As well as impacting on those workers who benefit directly, the NMW influences the pay of a
wider layer of people in higher-paying firms in these sectors which are deliberately keeping their lowest
rate above the NMW to gain a competitive advantage.

3 Over the past two to three years there has been a steady stream of companies in lower-paying sectors
moving their pay review dates to align with the NMW uplift date of 1 October.

4 The raising of the NMW has had a knock-on impact on the hourly rates of employees on grades
immediately above the lowest paid staff. It has meant in some cases that differentials have been narrowed
and, in some cases, changes have been made to grade structures. But there is little evidence of knock-on
effects much further up pay structures.

5 In the retail sector, just over half of the medium and large retail chains IDS surveyed had set their minimum
rate at the level of the adult NMW at 1 October 2005. However, most of the leading retail chains including
M&S, Asda, Sainsbury’s and Tesco are continuing the policy of maintaining their lowest rate of pay above
the NMW.
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6 Our surveys of hotels and care homes, found that in both of these sectors a larger proportion of employers
had been directly affected by the October 2005 NMW rise compared with previous years’ uplifts. In the
childcare sector the proportion affected was steady at two-thirds. In social care, a third of employers were
affected, although in most cases it was only a small proportion of their employees whose pay had to be raised.

7 In the fast food and pubs sector, entry rates are typically set at the NMW level. In contrast to most other
lower-paying sectors, a growing number of companies in this sector are taking advantage of the lower
NMW rates for under 22-year-olds; in some cases firms have introduced age-related pay distinctions where
they did not have them before. In most other sectors the practice is to pay adult rates at age 18.

8 Where companies have zonal pay systems to reflect varying labour market conditions and/or cost of living
in different parts of the country, recent increases in the NMW have led to a narrowing of the gap between
pay bands, in some cases meaning that the number of zones has been reduced.

9 Childcare was the only sector where our research has identified any evidence of reductions in staffing levels
cited as a consequence of the latest rise in the NMW/; this was reported by one-in-seven of the nurseries
surveyed.

10 Minimum rates of pay in the public sector continue to be well ahead of the NMW. For the largest public
sector groups in the NHS, local government and the civil service, minimum rates set in 2005 were in the
range of £5.64 to £6.22 an hour.

Key findings by sector

Retailing
® The NMW is having a growing impact in the retail sector. More than half (55 per cent) of the retail firms
contacted by IDS after October 2005 had their adult starting rate set at £5.05 an hour.

® However, most of the large multiple retail chains have kept their minimum rates at least 20 pence above the
NMW.

® More companies have now moved their review dates to October, and this has become the second most
popular month for pay reviews in retail. Some companies have awarded annual increases in two stages.

® During 2005 more companies lowered the age at which adult rates are paid, in most cases to 18 years.

® Several companies have made moves to adjust their minimum rates in advance of the forthcoming October
2006 NMW increase to £5.35.

® Most retailers which have implemented pay reviews in Spring 2006 will need to add further top-up
increases to staff on minimum rates in October 2006 to comply with the forthcoming NMW rise.

Fast food, pubs and restaurants
® The NMW is continuing to have a significant effect in the fast food, pubs and restaurants sector, with
starting rates of pay typically set at the level of the adult NMW rate.

@ Pay rates for team leaders and supervisors are in some cases only a small margin above the NMW.

® The use of lower pay rates for young workers aged under 22 has become the norm among the large fast
food retailers over the last three to four years.

® The rise in the NMW has had the knock-on effect of reducing geographical pay differentials.

Childcare

® Two-thirds of nurseries in our survey had needed to raise their pay rates in order to comply with the
October 2005 increase in the NMW. This was the same proportion as in our 2004 survey.

® About two-thirds of nurseries had taken action to restore differentials for other grades following the
October 2005 increase.

® Just under a half (45 per cent) of respondents had increased fees as a result of the increased costs from
implementing the increase in the NMW.

® Over three-quarters (78 per cent) of nurseries said that they would be affected by the October 2006 NMW
rise.
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® The median starting rate for a nursery assistant was £5.05 an hour.

® The use of differering pay rates explicity linked to the age of the employee is widespread in the nursery
sector, with just over a third of respondents reporting they used age-related pay.

Hotels

® A growing proportion of employers in the hospitality sector are directly affected by the NMW: two-thirds
of those hotels surveyed said they had to raise pay rates in order to comply with the October 2005 NMW
uplift, compared with just under half in October 2003.

® Three-in-ten hotels increased the pay rates of more experienced or supervisory staff to maintain
differentials.

® The lowest rate of pay for adults was £5.05 in most respondent hotels.

Social care

® A third of organisations responding to the IDS survey of the housing and social care sector had been
affected by the October 2005 NMW increase, compared with a quarter of organisations in our previous
survey.

® However, the numbers of staff directly affected was, in most cases, only a small proportion of the
workforce, and the amount by which pay had to be raised to comply with the NMW was typically very
small.

® Lowest rates of pay were typically above the NMW, with a median of £5.40 an hour.

® No organisation reported that it had changed its staffing structure in response to increases in the NMW.

Leisure
® The NMW set the lowest rate of pay in just under half of the companies who replied to our survey.

® The October 2005 increase to the NMW had affected a significant proportion of the workforce in over a
third of organisations.
® More organisations would be affected by the 2006 uprating to the NMW than were in 2005.

® Some organisations had taken action to restore differentials for those on the next rung up from the lowest
rate.

Public sector
® Minimum rates of pay in the NHS, local government and education set in 2005 were between £5.64 and
£5.88 an hour.

@ Minimum entry salaries in the civil service tended to be higher — above £6 an hour in most departments,
following a series of pay deals that have been weighted towards the lowest grades.
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1. The retail sector

® The NMW is having a growing impact in the retail sector. After October 2005, more than half (55 per
cent) of the retail firms contacted by IDS had their adult starting rate set at £5.05 an hour.

® However, most of the large multiple retail chains have kept their minimum rates above the NMW.

® More companies have now moved their review dates to October, and this has become the second most
popular month for pay reviews. Some companies have awarded annual increases in two stages.

@ During 2005 more companies lowered the age at which adult rates are paid, in most cases to 18 years.

® Several companies have made moves to adjust minimum rates in advance of the October 2006 NMW

increase to £5.35.

® Most retailers which have implemented pay reviews in Spring 2006 will need to add further top-up
increases to staff on minimum rates in October 2006 to comply with the forthcoming NMW rise.

The National Minimum Wage is having an
increasing impact on pay setting and structures in
the retail sector. Over half (55 per cent) of the
companies we contacted now pay a minimum rate
at the level of the adult NMW. Our analysis of the
sector is based on data from 136 settlements, of
which 121 were effective in 2005 and 15 in 2006,
covering close to one and a half million employees
altogether. In addition to looking at settlement
levels, we give details of the levels of starter and
trained rates of pay for point-of-scale staff in over
50 retail organsations, and examine the effect the
NMW is having on company pay structures.

Pay rates at October 2005

Starting rates of pay at October 20085, after the
latest NMW rise, ranged from £5.05 to £6.00 an
hour. The median starter rate was £5.085.
Established rates ranged from £5.05 to £6.21 and
the median was £5.15 an hour. The table opposite
gives the starter and established rates in 56
companies, effective at 1 October 2005. Unless
stated to the contrary, the rates shown are
effective from age 18 and do not include any
location-based premium.

Median pay rates in retail at 1 October 2005

Median

Median start  established

rates rates

£ph £ph
Food & drink 5.05 5.10
Footwear & clothing 5.05 5.16
Department stores 5.05 5.05
Books, DVDs etc 5.07 5.24
Other non-food 5.10 5.20
Across all parts of sector 5.05 5.15
Junior rates 4.12 4.28
Supervisor rates - 5.92

Companies paying above the NMW

Most of the main multiple retailers have kept their
pay rates above the level of the statutory pay
floor. The 2005 review at Asda increased the
minimum appointment rate for checkout
operators to £5.27 an hour. The 2005 review at
Sainsbury’s set the recruitment rate for its counter
assistants at £5.12 an hour, and at Tesco the
customer assistant minimum rate was set at £5.28
an hour. However, it should be noted in the first
two examples, these rates include consolidated
premium payments for working unsocial hours
introduced through the new contract of
employment for retail staff in recent years, while
a minority of staff who are still on old-style
contracts receive lower rates of pay.

Marks & Spencer introduced a new pay structure
for its customer advisers from October 2005,
setting a minimum induction rate of £5.50 an
hour. The company said that in doing so, it was
‘mindful of creating a differential between its
trainee rate and the NMW’. Game Stores set its
minimum rate at £5.10 an hour from 1 October
2005, maintaining the Sp differential above the
NMW. The company said this has been its policy
for some time, although the next increase in the
NMW may cause it to reconsider this position.

The 2005 pay review at Dollond & Aitchison set a
minimum rate of £5.22 an hour, which was in line
with its policy of ‘maintaining clear water’ between
the National Minimum Wage and its entry level rate
for retail staff. This has been a theme of its pay
reviews in previous years and the company has said
that it is concerned with avoiding the potentially
demotivating effect on staff who are rewarded at the
level of the NMW.

Pay settlements in 2005
We monitored 121 settlements in the retail sector
with effective dates in 2005 covering a total of
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Starter and established pay rates for point of sale staff at October 2005

Starter rate Established rate Comments

£ph £ph
Food and drink
Asda 5.27 5.44
Baker’s Oven 5.12 5.28
Booker Cash & Carry 5.20 5.20
Budgens 5.05 5.05
Costco Wholesale 6.00 6.21 Maximum rate £8.50
Greggs 5.17 5.33
Iceland 5.05 5.05
Kwik Save 5.05 5.05 Paid from age 16
Makro Self-Service Wholesaler 5.05 5.16
NAAFI 5.05 5.05
Pret A Manger 5.05 5.05 ‘Star’ rate £5.20 to £5.85
Retail Co-ops 5.21 5.21
Sainsbury’s 5.12 5.39 ‘Performance zone’ £5.40 to £6.71
Somerfield 5.05 5.05
Tesco 5.28 5.84 Intermediate rate (paid after 6 months) £5.55
Thresher 5.05 5.05
Waitrose 5.05 5.05 Alternative start rate £5.14
William Morrison 5.05 5.21
Footwear and clothing
C&J Clark 5.05 5.05
Gap 5.05 5.15 Maximum £6.60
Littlewoods 5.05 5.16 Maximum £5.10
Mackay Stores 5.05 5.05 Paid from age 19. Increases in 5p increments

after 2, 4, and 5 years.
Marks & Spencer 5.50 5.70
Monsoon Accessorize 5.05 5.78
Next Retail 5.05 ‘Merit’ rate £5.40
Nike Retail 5.25 5.50
Peacocks Stores 5.05 5.30
Schuh 5.56 5.56
Shoefayre 5.13 5.13 Paid from age 19
TK Maxx 5.10 5.15
Department stores
Ethel Austin 5.05 5.05
James Beattie 5.05 5.05 Maximum rate £5.25
House of Fraser 5.05t0 5.10 5.11 to 5.26 Maximum rate £7.42
Selfridges 5.35 - 3% pay rise on completion of certificate in retail
skills

TJ Hughes 5.05 5.05
Books, films, computer games and music
Blackwell’s 5.05 5.10
Game Stores 5.10 5.10
HMV 5.15 5.55 After six months £6.05
Virgin Retail 5.38 5.38
Waterstone's 5.05 5.52 Maximum £7.15
WH Smith 5.05 5.05 Maximum £5.67
Other non-food
Argos 5.05 5.05
B&Q 5.15 5.15 Maximum £6.27
Boots The Chemists 5.15 5.41
Chelsea Stores 5.05 5.05
Comet 5.23 5.57 Maximum £6.27
Dixons 5.05 5.35
Dollond & Aitchison 5.15 5.15
Dunelm 5.15 - From age 21
Halfords 5.05 = Provincial maximum, £6.45
Ladbrokes 5.20 5.20
Rosebys 5.05 5.05
Signet 5.15 5.25 Paid from age 22
Superdrug 5.05 5.20 Level 3 rate £5.35
William Hill 5.20 5.50
Woolworths 5.05 5.05 Paid from age 22
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1.46 million employees. Increases ranged from 1.5
per cent, awarded to head office and retail
managers at The Body Shop, to 10 per cent, which
was the overall paybill increase associated with
the pay restructuring at Nike UK. We also
recorded four pay freezes, for retail staff at MFI
Furniture Centres, Lumination, Iceland Frozen
Foods and for retail managers at Laura Ashley.

The median increase across the sector was 3 per
cent and two-thirds of the deals were in the 2.5 to
3.5 per cent range. The lower quartile was 2.5 per
cent and the upper quartile was 3.5 per cent.
These figures are lower than those for the rest of
the economy for the same period, reflecting the
difficult trading conditions experienced by most
retailers over the past year. Pay settlements over
the whole economy resulted in a median increase
of 3.2 per cent and lower and upper quartiles of 3
per cent and 3.7 per cent respectively.

Settlement levels among most of the major food
retailers in 2005 were in the upper quartile for the
sector. Asda, Marks & Spencer, Retail Co-ops,
Sainsbury’s and Tesco all awarded increases of 4
per cent or more. William Morrison agreed a
lower increase of 3.2 per cent from April 200S.
However, staff at the bottom the pay structure
received higher increases of up to 4.1 per cent to
bring their pay into line with the NMW from
October 2005.

Marks & Spencer awarded a minimum increase of 5
per cent, and some of its retail staff received
increases much higher than this due to the
introduction of a new pay structure from 1 October
2005. And Next Retail awarded a 3.5 per cent
increase, repeating its formula of linking increases
to the previous December RPI figure.

At Boots The Chemists’ pay review in June 20035,
the amount of increase varied according to which
of the company’s four pay zones a store is placed
in. Staff working in zones 1 and 2, which cover
about three-quarters of the company’s 1,404
stores, received increases of 3 per cent. Zones 3
and 4, which cover stores in London and harder
to recruit areas, attracted increases of 2.5 and 2
per cent respectively. Explaining the reasoning
behind the different pay rises, the company said
that, following the previous year’s pay award, in
which employees received staged increases worth
a total of 10 per cent, the rates for stores in zones
3 and 4 were already among the highest in the
sector. It therefore felt it did not need to increase
these rates by the same level as the increases in
other pay zones in order to maintain their
competitiveness.

6

Deferral of pay reviews

A feature of the 2005 pay round was the number
of companies deferring their anniversary pay
review to later in the year. In most cases this has
been to coincide with the uprating of the NMW.
These include Marks & Spencer, which put its
review back three months from July to October
200S. The company said the moving of the review
date was due partly to the timing of the increase
in the NMW, and to help to remain competitive
against other retailers who had started to
implement their reviews later in the year.

The Retail Co-operative Societies also moved
their review to October, five months later than the
usual May anniversary review date. This is
intended to be a permanent change of review date
for all 100,000 employees covered by the
agreement. The Cooperative Employers
Association said ‘the move will ensure that the
National Minimum Wage rates will be known in
advance of negotiations and will remove the
uncertainty of trying to pre-guess any future
increase in NMW rates’.

Other retailers who moved their review to
October in 2005 include Booker Cash & Carry,
Dunelm, Kwik Save and Shoefayre. Iceland
announced the previous year that it was moving
its anniversary review date back from April to
October commencing from 2005. Also, Dixons
deferred its pay review for its staff in the Currys
and Dixons chains from its usual May anniversary
to August.

Rosebys moved its review back six months to
October 20085, although it said this was not a
permanent move and the next review would be
held from May 2006. Also, Woolworths
announced that it would be moving its review to
February 2006, although all rates below £5.05
were increased to the statutory minimum from 1
October 2005. In 2004 the company moved its
review from August to October.

October second most popular month for reviews
These companies follow a trend in the sector in
recent years. Retailers such as Adams
Childrenswear, Peacocks, Somerfield and
Thorntons moved their review dates for retail
staff back to October in recent years. These
developments have led to October becoming the
second most popular month, behind April, for pay
reviews in the retail sector.

This change is illustrated in the table below which
shows that there were just three retail sector
settlements recorded by IDS in October 1999
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Comparison of pay review dates in 1999 and
2005 (number of companies)

Review month 1999 2005
April 38 37
October 3 15

compared to the 15 recorded in October 2005.
Not included in these figures are the number of
companies that have moved their pay reviews to
the summer months. For example, Dollond &
Aitchison moved its review from February to July,
and in 2004 Morrisons moved its review from
April to August. This enables them to start
preparing their pay review after the Government
has announced what the increase in the NMW
will be that year.

Bottom-loaded increases

A number of the settlements we have monitored in
2005 have been weighted towards the lowest
grades, mainly in order to bring the lowest rate
into line with the NMW. For example, the review
for customer advisers at B&Q awarded a 4 per
cent pay rise, but the starter rate for this position
and the lowest trained rate were raised by 6.2 and
4.7 per cent respectively. This set both rates at
£5.15 an hour, effectively ending the payment of
lower rates for new starters. The company had
anticipated the increase in the NMW in October
2005, although B&Q’s annual review had been
completed before the Government’s
announcement that it would move the pay floor to
£5.05.

The 2.5 per cent average increase awarded at Gap
from 1 July 2005 was also weighted toward the
lower-paid. The minimum rate was raised by 4.1
per cent to £5.05 and the mid-point and
maximum rates for a provincial sales assistant
was increased by 3 and 10 per cent respectively.
Similarly, Blackwell’s awarded increases of 2 per
cent to grade 3 and above, but the lowest grades 1
and 2 received increases of 4.1 and 3 per cent
respectively.

Tesco increased the basic pay of its 220,000 retail
staff and section managers by 3.1 per cent in July
200S5. Staff in the lowest grade in the pay
structure, grade B, which covers about 45 per cent
of the retail workforce in posts such as trolley
person and general assistant, received higher
increases of 5 per cent. This was done in order to
bring it up to the same level as the rate for grade
C jobs, such as checkout operator, completing the
company’s long-term aim of merging the two
grades. The established rate for the newly-merged

B and C grades has been set at £5.84 an hour. The
overall cost to the paybill was 4.1 per cent.

Two-stage increases

Other companies waited until October to award a
second increase to pay rates near or below the
NMW. For some this was a matter of adding a
few pence to the lowest rate, while other
companies increased other rates as well in order to
maintain differentials in the pay structure.

Signet awarded a 3.7 per cent increase to its retail
staff from April 2005 and a further 4.9 per cent
increase from 1 October 2005. Homebase
awarded a 3.25 per cent increase to its retail staff
from 1 April 2005 and then implemented a
further review from 11 September 2005 to bring
some of its rates into line with the NMW and
maintain differentials. The company said the
second review affected about 80 per cent of its
retail workforce.

New pay structures

A number of retailers introduced new pay
structures in 2005. Dixons introduced a new pay
and grading structure for the 15,500 store-based
staff in the group’s Currys and Dixons chains
from 1 August 2005. This places both sales and
non-sales staff into one of three role groupings:
foundation, core, and guiding. Each of these
groupings has an entry and established rate, and
the latter two groups also attract a premium rate.

Similarly, Marks & Spencer introduced a new pay
structure for its 54,500 customer assistants,
effective from 1 October 2005. This replaced the
previous broad-banded system with a structure of
spot rates based around four award levels: trainee,
qualified, coach and section co-ordinator, and
takes the emphasis away from service and more
toward employee contribution. The company said
the new structure was part of a renewed effort to
modernise its training and pay arrangements with
the aim of improving customer service in its
stores.

A similar ethos was behind the new structure
introduced at Superdrug from August 2005. This
is aimed at rewarding skills rather than service.
Employees are recruited onto level 1 and remain
on this bottom tier until they have completed their
initial training, which generally takes about six
months. Level 2 is the first skill level. Employees
on this level should be able to conduct in-house
training for more junior staff and/or be skilled in
a particular role, such as beautician. The highest
level, level 3, is for employees who have become
expert in a particular field.

IDS - June 2006
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Moving in a different direction, Nike UK replaced
its performance-related pay system for retail staff
with a structure built around spot rates for each
grade. The new structure was introduced from
August 2005 and resulted in average increases of
10 per cent. The company said the previous
system was failing as not enough employees were
progressing through the pay band and
consequently most of its sales staff were being
paid at the bottom of the pay band, which was
aligned to the NMW.

The compression of pay differentials caused by the
NMW has also led T] Hughes to re-examine its pay
arrangements. At its pay review in April 2005 the
company announced the setting up of a working
party to look into store structures and employee
terms and conditions. It currently pays a minimum
rate for sales staff of £5.05, a minimum senior sales
assistant rate of £5.10 and the minimum rate for a
supervisor is £5.89 an hour.

Junior rates

There has been a long-term trend since the early
1970s to lower the age at which the full adult rate
for the job is paid. Over this period a number of
retailers ended the payment of age-related pay
completely. This practice is widespread among
companies that cater for a younger clientele, such
as music retailers HMV and Virgin, and fashion
chains like Gap. But the trend is also evident in
other parts of the sector, and includes retailers
such as: Blackwell’s, B&Q, House of Fraser, Kwik
Save, MFI Furniture Centres, Schuh, Selfridges
and The Body Shop.

The introduction and subsequent increases of the
NMW prompted a number of retailers to raise the
age at which adult rates are paid. It has also caused
some retailers who were thinking of phasing out
age-related pay to stall on this policy. This has been
an issue mainly for smaller companies, although
some larger firms, including the NAAFTI, Signet and
Woolworths now pay their adult rates from age 22,
when prior to the introduction of the NMW they
paid them from age 18.

Lowering the age for adult rates

However, our monitoring of the sector in 2005 has
revealed that the trend has now reverted back in the
direction of lowering the age for adult rates. Some
companies that added age differentials to their pay
structure following the introduction of the NMW
have since revised the practice. From May 2005 the
Chelsea Stores group, which includes the Early
Learning Centres and Daisy & Tom stores, reduced
the age at which its adult rates are paid from age 22

8

Junior rates of pay at October 2005 (applies to
under 18-year olds unless stated otherwise)

Company Starter rate Established rate
£ph £ph

Argos 4.13 (age 16) 4.13 (agel6)
4.54 (age 17) 4.54 (age 17)

Asda 4.92 4.92

Bakers Oven 4.36 4.49

Boots The 4.12 4.34

Chemists

Budgens 3.80 3.80

C&J Clark 4.12 4.12

Comet 3.65 (aged 16) 3.65 (aged 16)
3.95 (aged 17) 3.95 (aged 17)

Dixons 4.04 4.04

Ethel Austin 3.60 3.82

Greggs 4.40 4.53

Halfords 4.20 -

Iceland 4.00 4.00

James Beattie 3.60 3.60

Littlewoods 4.10 4.80

Stores

Mackay Stores  3.62 (age 16) 3.62 (age 16)
3.90 (age 17) 3.90 (age 17)
4.40 (age 18) 4.40 (age 18)

Makro Self- 4.04 (age 16) 4.13 (age 16)

Service 4.55 (age 17) 4.64 (age 17)

Wholesaler

Matalan 4.25 to 4.61 (age 4.25 10 4.61 (aged
under 19) under 19)

Monsoon 4.25 4.90

Accessorize

NAAFI 4.78 (under 22) 4.78 (under 22)

Peacocks Stores 3.75 4.00

Retail Co-ops 4.7 4.7

Sainsbury’s 4.02 4.30

Shoefayre 3.14 (age 16 & 17) 3.14 (age 16 & 17)
4.25 (age 18) 4.25 (age 18)

Signet 4.10 (under 22) 4.30 (under 22)

Superdrug 3.39 (age 16) 3.54 (age 16)
3.88 (age 17) 4.03 (age 17)

Tesco 4.41 4.88

TK Maxx 4.35 4.75

Waitrose 4.03 (min) -

WH Smith 4.28 4.28

Woolworths 3.65 (age under 18) 4.00 (age under 18)

4.28 (age 18 to 21)

4.85 (age 18 to 21)

to 18. The company said it had come to the view
that it was ‘unfair and unethical’ to pay younger
employees less for doing the same work. Similarly,
Nike UK reduced the age at which it pays adult
rates from 21 to 18, although the company said
that previously it had only paid adult rates from 21
in easier-to-recruit locations.
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The new pay structure introduced at Marks &
Spencer from October 2005 ended the payment of
junior rates for under 18s. These were previously
set at 93 per cent of the adult rate. From 1
October 2005 all customer assistants are recruited
onto the adult rate for the job. Also, the new
structure at Dixons reduces the age at which adult
rates are paid from age 22 to age 18.

Most retailers pay single junior rate

Among the 30 companies included in the table
above, over two-thirds (22) pay a single junior
rate. Many of these have harmonised their under
18-year old rates in recent years. Matalan
continued in this trend by removing its 18-year
old rate in 2005 and now pays a single junior rate
for under 19s. Greggs and Bakers Oven merged
their 16 and 17-year old rates from October 2004.
However, Argos, Comet and Superdrug still pay
separate rates for 16 and 17-year olds, and
Mackay Stores and Shoefayre have a separate tier
for 18-year olds.

Among companies that pay a single junior rate,
2005 starter rates ranged from £3.60 to £4.92
with a median of £4.12 an hour. Established rates
in the same category ranged from £3.60 to 4.92
with a median of £4.28 an hour.

Supervisors’ pay

In larger stores most retailers also have a grade of
supervisor or equivalent below the first tier of
management. The roles and responsibilities for
these supervisory staff can vary markedly between
companies, and this is reflected in pay levels.
Some retailers differentiate between team leaders
and supervisors and other have more than one

grade of supervisor or team leader. For example
HMYV has three levels of team leader paid at
£8.20, £8.76 and £9.32 an hour.

Some retailers, including Argos and Shoefayre,
vary their supervisory rates according to the
turnover of the store. The Speciality Retail Group
pays supervisors between 12p and 48p an hour.
more, depending on the turnover of the store.
Other companies pay different rates depending on
the department they work in. Budgens pays
supervisors in its fresh fruit departments £5.30 an
hour and its checkout supervisors are paid £5.50
an hour. Iceland pays a starting salary of £10,060
for supervisors in its fresh food section and £500
a year more to those recruited to its customer
service and stock sections.

At some companies supervisors are classed as part
of the store management team and paid within the
management pay scale and others categorise
supervisors alongside their hourly-paid staff.
Among these, some pay spot rates and others have
a pay range with a minimum and maximum rate.
The table below shows hourly rates for
supervisors in 20 retail organisations at October
2005. The rates ranged from £5.05 to £9.32 an
hour. The median rate was £5.92 an hour.

A number of retailers have been examining the
role of supervisors in recent years. Asda has not
been recruiting into the supervisory grade since
2003 as it has been undergoing a nationwide store
restructuring process. And in September 2004,
Virgin Retail removed the positions of supervisor
and customer support manager and replaced them
with a new salaried position of section manager.

Pay settlements effective in 2006

Company % increase Comments

Number of employees  Effective date

Asda retail staff 2.5+2.37 two-stage rise 139,435 1 April 2006 and 1
October
Asda managers 2.5 9,282 1 April 2006
B+Q 2.5 paybill increase 37,940 1 February 2006
Halfords 2.5 retail staff, not directly affected by 7,500 1 April 2006
the NMW
Homebase 1.5 (staff hourly 14,975 26 March 2006
rate), 2.5 (junior
rates)
House of Fraser 2.5 on pay scales 10,200 1 April 2006
John Lewis 2.5 combined general and merit 25,000 26 March 2006
increase
Ladbrokes 3.0 average increase 13,000 1 March 2006
Matalan 2.0 14,000 1 April 2006
Next Retail 2.2 35,000 1 February 2006
Waitrose 3.9 including 0.5% for performance- 33,200 26 March 2006

related awards
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Rates for hourly-paid supervisors and team
leaders at October 2005
Company £ph

5.75 (lower turnover stores)
5.90 (higher turnover stores)

Argos

Budgens 5.30 (fresh fruit)
5.50 (check-out)

C&J Clarks 5.14 t0 6.95

Ethel Austin 5.05 to 5.21

Homebase 5.47 to 6.67

HMV 8.20 (team leader 1)
9.32 (team leader 3)

James Beattie 5.12 to 5.52

Mackay Stores 5.42 t0 6.16

Makro 7.56

Marks & Spencer 7.00 (section co-ordinator)

NAAFI 6.35

Pret A Manger 6.90 to 7.85

Retail Co-ops 5.51

Schuh 5.94

Shoefayre 5.37 (low turnover stores)
5.56 (high turnover stores)

Signet 5.75

Somerfield 5.40

Tesco 6.29 to 6.95

WH Smith 6.00 to 7.79

Wilkinson 5.30 (section leader)

Woolworths 5.95t0 8.17

As part of its 2004 pay review, the Retail Co-op
Societies agreed to look at the role of supervisory
staff. It was felt that there was a lack of clarity
over the duties and responsibilities that go with
the position, as stated in the National Agreement
— known as the ‘blue book’. Following a 12-
month joint review, it was agreed to set a
minimum rate of £5.30 an hour from 1 May
2005. This rate was increased further to £5.51 an
hour from 1 October 2005, setting a 30p an hour
differential above the rate for customer service
assistants. From that date, all supervisors had
their pay raised to £5.51 or received a 4.2 per cent
pay increase, whichever was the greater.

Impact of the October 2006 NMW rise

Our research indicates that the forthcoming increase
in the NMW to £5.35 is set to have a significant
impact on the retail sector. Several retailers who
hold their pay reviews early in the year have already
increased their rates in anticipation of the NMW
increase to £5.35. However most that have carried
out Spring pay reviews will have to make further
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increases from October 2006 to comply with NMW
legislation. For example, large retailers such as Next
Retail, B&Q and House of Fraser will have to pay
further increases to staff on minimum rates from

October 2006.

First settlements for 2006

IDS has monitored 15 retail sector settlements so
far in 2006. The settlements range from one pay
freeze (for professional and technical staff at a car
retailer) to 3.9 per cent for retail staff at Waitrose.
The median is 2.5 per cent, with a third of the
settlements at this figure. Higher increases have
been awarded by food retailers, Asda and
Waitrose. Employees at Waitrose received 3.9 per
cent, including 0.5 per cent based on
performance. Asda awarded a two-stage increase
totalling 4.9 per cent, with a cost to the company
of 3.6 per cent over the year. This is the first time
Asda has given a two-stage increase. The
company commented that the trend in the
industry had been moving towards October
reviews and it wanted to remain competitive in
the market.

Levels of pay set in 2006

Minimum starting rates set by 2006 pay reviews
range from £5.05 to £5.40, with a median of
£5.18 an hour. Six of the companies IDS has
contacted who have completed pay reviews in
Spring 2006 have starter rates for pay below
£5.35 and will have to pay further increases in
October 2006. Established rates range from £5.05
to £5.58 an hour, with a median of £5.24 an hour.
Again, the same six retailers will award increases
in October to bring minimum established rates in
line with the NMW.

Setting minimum rates above NMW

Many of the largest retailers are continuing to
maintain a gap between their lowest rates and the
statutory minimum, although the gap is getting
narrower in some cases. Waitrose deliberately
raised their minimum rate to above the
forthcoming NMW. The company has paid top-
up increases in October since 2004 in order to
keep minimum rates in line with changes in the
NMW. This year, the minimum rate for adult staff
on standard contracts was increased by 6.9 per
cent from £5.05 to £5.40 an hour from 26 March
2006. The company said, ‘this year’s pay review
was motivated by a desire to raise minimum rates
above the NMW.

Asda’s minimum rate for ‘new world’ staff has also
been increased to £5.40 from 1 April 2006. The
appointment rate for these staff has been increased
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Starter and established rates set in 2006 pay reviews

Starter rate

£ph
Asda 5.40 (1.04.06)
5.53 (1.10.06)
Halfords 5.05
Wickes 5.13
Homebase 5.13
B+Q 5.28
Ladbrokes 5.35
House of Fraser 5.18 to 5.23
Waitrose 5.40 to 5.48
Next Retail 5.17

from £5.27 an hour to £5.40 an hour from 1 April
2006 and then to £5.53 an hour from 1 October
2006. Appointment rates are not paid to staff in the
London and middle stores, who are instead recruited
onto established rates. Approximately 70 per cent of
the workforce are on ‘new world’ or ‘top rate’
contracts. Top rate contracts were introduced for
employees recruited after October 2000. However,
staff paid ‘old world’ rates who are currently paid
over the NMW will be paid the statuary minimum
from 1 October 2006. Their pay has been increased
in two stages from £5.10 to £5.23 an hour from
1 April 2005 and then to £5.35 an hour from
1 October 2006. Staff on these rates also receive
time-and-a half for working Saturdays and double-
time for work on a Sunday, whereas staff on ‘new
world’ rates do not receive any extra premiums.

Ladbrokes has continued with its policy to keep
the key rate, of cashier above the forthcoming
NMW. It increased its rates for cashiers from
£5.20 to £5.45 from 1 March 2006. However,
trainee cashiers, who last year were paid five
pence above the minimum wage at £5.10 have

Established rate Comments
£ph £ph

5.58 (1.04.06)
5.71 (1.10.06)

5.05
5.13
5.18
5.28
5.45
5.24 to 5.40
5.40 to 5.48
5.17

Two-staged increase

Merit rate of £5.52

had their rates increased to align with the
forthcoming NMW rate of £5.35.

Moves to maintain differentials

Our analysis of the impact of the 2005 NMW
uprating indicated that differentials between staff
and supervisors have narrowed. In some
companies this has led to a review of the
supervisory role. Asda introduced a new tier of
management, which incorporates the former roles
and responsibilities of supervisors. Virgin retail
removed the position of supervisor and customer
support manager and replaced them with a new
salaried position of section manager.

In the 2006 pay review at Waitrose, the company
has taken action to preserve differentials to some
extent between management and non-
management roles. Junior managers’ pay were
increased by 4.26 per cent, more than the general
award of 3.9 per cent. The company said they
paid higher increases to junior managers in order
‘to create a more appropriate differential between
management and have non-management staff’.
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Examples of pay structures in large retail firms

Sales staff (adult rates, age 19 and over) 1.04.2006 £ph 1.10.2006 £ph
Provincial stores 5.5809 5.7131
Middle stores 5.9627 6.1040
London stores 6.3454 6.4957

Note: These rates are ‘top rates’ with no further premium paid for working unsocial hours.

Junior rates: Staff under the age of 18 are paid a lower rate. In provincial pay group staff are paid £5.0553, in middle stores,
£5.5454 and £5.9012 in London stores

House of Fraser pay structure at 1 April 2006

Sales staff Zone E £ph Zone D £ph Zone C £ph Zone B £ph Zone A £ph
Training 5.18 to 5.23 5.23 to 5.28 5.28 to 5.33 5.54t0 6.17 5.8810 6.19
Bronze 5.24 t0 5.40 5.29 to 5.84 5.46 to 6.17 6.18 to 6.66 6.46 to 6.94
Silver 5.40 to 6.02 5.84 to 6.53 6.17 to 6.88 6.66 to 7.48 7.06 to 7.41
Gold 6.28t0 7.61 6.89 t0 8.25 7.32 to 8.68 7.99 to 9.36 8.07 t0 9.99
Support staff (stock handling/ Zone E Zone D Zone C Zones A& B

business support) £ph £ph £ph £ph

Training 5.18 t0 5.23 5.23105.28 5.28 t0 5.42 7.57 tot 9.41

Merit 5.24 to0 6.27 5.29 t0 6.71 5.54 t0 7.02 6.82 to 7.44

Distinction 6.40 to 8.25 6.82 to 8.67 7.14 0 8.98 7.57 to 9.04

Support (visual merchandising)

Training 5.18 to 5.30 5.23 tot 5.72 5.37 to 6.03 5.82 to 6.46

Merit 5.42 tot 6.87 5.85 tot 7.31 6.17 to 7.63 6.59 to 8.06

Distinction 7.02 tot 8.86 7.44 t0 9.28 7.74 to 9.59 8.18 to 10.03

Support staff (HR administrator/maintenance)

Training 5.18 to 5.60 5.48 to 6.09 6.09 to 6.71 6.82 to 7.44

Merit 5.72t0 7.20 6.22 to 7.69 6.83 to 8.31 7.57 to 9.04

Distinction 7.32109.15 7.82 to 9.66 8.42 to 10.24 9.15t0 10.99

Support staff (secretaries)

Training 5.25 t0 5.85 5.85 to 6.46 6.531t07.14 7.20to0 7.82

Merit 5.97 to 7.44 6.59 to 8.06 7.25 to 8.72 7.93 to 9.41

Distinction 7.57 t0 9.41 8.18 t0 10.03 8.8410 10.68 9.53t0 11.36

Pay zones

Zone E: covers the following locations: Skipton, Shrewsbury, Plymouth, Middlesborough, Lincoln, Leamington Spa, Hull,
Grimsby, Exeter, Doncaster, Darlington, Cwmbran, Cirencester, Chichester, Carlisle, Altrincham.

Zone D: Swindon, Norwich, Nottingham, Metro Centre, Meadowhall, Manchester, Leicester, Jenners Loch Lomand Shores,
Edinburgh, Glasgow, Jenners Glasgow Airport, Cheltenham, Cardiff, Bournemouth, Birmingham, Bath.

Zone C: Milton Keynes, Maidstone, Lakeside, Leeds, Jenners Edinburgh, Guildford, Epsom, Camberley, Bluewater, Bristol,
Edinburgh

Zone B: Victoria, Croydon, Richmond, Reading

Zone A: Oxford Street and the City of London
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Homebase pay structure at 26 March 2006

Higher rate**

Grade
Zone 1

*This rate is payable after 26 weeks' satisfactory service for permanent employees.

Position

Sales assistant
Senior sales assistant
Team leader

Sales assistant
Senior sales assistant
Team leader

Sales assistant
Senior sales assistant
Team leader

Sales assistant
Senior sales assistant
Team leader

Sales assistant
Senior sales assistant
Team leader

Junior rate

£ph

3.90
3.90
n/a

3.95
3.95
n/a

4.03
4.03
n/a

4.30
4.30
n/a

4.60
4.60
n/a

Introductory rate

£ph

5.13
5.18
5.55

5.13
5.18
5.67

5.13
5.30
5.87

5.38
5.58
6.15

5.67
5.87
6.44

Standard rate*
£ph

5.18
5.55
6.77

5.18
5.67
6.94

5.30
5.87
7.13

5.58
6.15
7.40

5.87
6.44
7.69

**Staff are eligible for this rate after 3 years’ satisfactory performance in the grade (subject to appraisal).
Junior rate: £3.90

Locations:

Zone 1 - eg Hull, Coventry Canley, Norwich Sprowston, Cheltenham, Nottingham Arnold, Lincoln Newport, Eastbourne,
Bedworth, Dumbarton, Great Yarmouth, Perth, Cwmbran, Greenock.

Zone 2 - eg Bradford, Bath, Solihull, Birmingham Selly Oak, Warrington, Dartford, Belfast, Exeter.
Zone 3 - eg Hendon, Romford, Edinburgh Blackhall, Aylesbury, Reading, Godalming, Farnham.
Zone 4 - eg Kingston, Staines, Milton Keynes, Woking, Crawley, Richmond, Slough, Harrogate.
Zone 5 - eg Hatfield, Kensington, Sevenoaks, Watford, Ewell, Cambridge.
Junior rate : £4.31

Waitrose’s pay rates at 26 March 2006

Standard contracts £ph

Wage scale
1
2
3
4

Junior rates £ph

4.31 (min)
4.38 (min)
4.54 (min)
4.79 (min)

5.40 to 5.48
5.49 to 5.68
5.69 to 5.99
6.00 to 6.33

Complex-hours contracts* £ph

5.78 to 5.86
5.87 to 6.08
6.09 to 6.41
6.42 to 6.77

£ph

5.24
5.77
7.03

524
591
7.20

5.42
6.11
7.38

5.70
6.38
7.66

6.00
6.68
7.95

* Staff on these contracts must work every Saturday or at least two late-night shifts a week of over five hours each. Employees
in full-time education are excluded.

Pay zone examples

1 — Newbury, Chesham, Billericay, Marlborough, Southport, Tonbridge, Worthing

2 — Marlow, Harrowgate, Reading, Banstead, Saffron Walden, Harpenden, Caterham, Petersfield

3 — Windsor, Beaconsfield, Cambridge, Esher, Kingston, South Harrow, West Ealing

4 — Holloway Road, Brent Cross, Kings Road, St Katherine’s Dock, Marylebone, Belgravia.

IDS - June 2006

13



2. Fast food, pubs and restaurants

® The NMW is continuing to have a significant effect in the fast food, pubs and restaurants sector, with
starting rates of pay typically set at the level of the adult NMW rate.

® Pay settlements in this sector in 2005/06 ranged from 2 to 4.1 per cent, with a median of 3 per cent.

® Pay rates for team leaders and supervisors are in some cases only a small margin above the NMW.

® The use of lower pay rates for young workers aged under 22 has become the norm among the large fast

food retailers over the last three to four years.

® The rise in the NMW has had the knock-on effect of reducing geographical pay differentials.

Research carried out by IDS following the
October 2003 increase in the NMW found that in
the fast food, pubs and restaurants sector the
statutory pay floor had become the minimum rate
in most companies’ pay structures. The
subsequent NMW upratings from October 2004
and October 2005 have served to consolidate this
position.

Pay reviews moved to October

Since the introduction of the NMW in 1999, a
majority of companies we have monitored in this
sector have moved the date of the pay review for
their hourly-paid staff closer to October to
coincide with the uprating of the statutory pay
floor. A minority of companies continue to hold
their main anniversary review earlier in the year,
and hold a further review if necessary to raise their
minimum rate to the NMW level.

One exception is KFC, which traditionally held its
pay review in March, although due to NMW
upratings a growing proportion of its employees
receive a further increase in October. In 2004 the
review date was brought forward to December,
which the company said was to stave off any
potential resentment from employees paid above
the NMW who did not receive a pay rise in
October. The company chose December rather
than October as its general review date because it
wanted staff to distinguish which part of their
increase was due to the NMW and which part was
due to their performance.

Pay settlements in 2004

Of the 15 pay reviews we monitored in the sector
in 2004, increases ranged from 2.9 to 7.8 per cent.
The median increase was 3 per cent. In a majority
of cases, the minimum rate in a company’s pay
structure was increased in line with the October
2004 increase in the NMW. The higher increases
awarded at the bottom end of pay structures
compressed differentials between grades.
However, in a number of cases companies acted
to maintain differentials for higher-graded staff,
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and so there was a knock-on effect of the NMW
rise further up the pay structure.

For example, the Registered Clubs’ Association,
which sets minimum rates for staff in
organisations such as the Royal British Legion
and the Working Men’s Club and Institute Union,
raised its ‘other worker’ rate by 7.8 per cent to
£4.85 an hour from October 2004. At the same
review the Association also increased its minimum
rate for stewards by 10 per cent. Wolverhampton
& Dudley raised the minimum rate for its pub
chains in line with the increase in the NMW
alongside increases to staff further up the grading
structure, which ranged from 4.9 per cent up to 25
per cent for some supervisory staff. The review
resulted in a 6.8 per cent rise in paybill costs from
October 2004.

Pay settlements in 2005/06

IDS has collected information on 2005/06 pay
reviews in 13 companies, together covering
almost 160,000 employees. Pay increases in the
period July 2005 to April 2006 ranged from 2 to
4.1 per cent, with a median settlement of 3 per
cent. Most settlements were between 3 and 3.5
per cent. The higher end of the pay settlement
range reflects of the impact of the October 2005
NMW rise.

In the vast majority of cases the 2005 pay reviews
moved the minimum rate in companies’ pay
structures in line with the adult NMW rise from
£4.85 to £5.05. For example, Mitchells & Butlers,
which operates over 2,000 outlets in the UK and
includes brands such as All Bar One, O’Neills,
Harvester and Scream pubs, increased its pay
rates by an average of 2.32 per cent from 26
September 2005. The minimum rate for
employees 22 years and older was increased by
4.1 per cent to £5.05. Employees at Moto
Hospitality received increases in two stages. In the
first stage, paid from 1 October 2005, employees
received 2.5 per cent. This was followed by a 1 per
cent increase, effective from 1 April 2006.
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Pay settlements 2005/2006

Company % increase
Burger King 4.0
Greggs 4.5
KFC (hourly-paid) 2.0
McDonald’s 3.0 for good performers
Mitchells & Butlers 2.32
Moto Hospitality 2.5 plus
1.0
Pizza Express 3.0
Pret A Manger (retail staff) 3.0

Registered Clubs (other workers) 4.1

Registered clubs (stewards) 3.4
Starbucks 3.5
Select Service Partner 2.9
Whitbread Restaurants 2.5

Pay rates and structures

The NMW continues to set the floor for company
pay structures. The table below, which details the
current starter and established/maximum rates for
front-of-house staff at eight companies in the
sector, shows that all but one have set their new
starter rate at the level of the NMW. Of the
companies who pay a starting rate of £5.05, all
but one increased their rate from the previous
NMW of £4.85. Starbucks, which previously paid
five pence above the NMW at £4.90, now pays at
the NMW of £5.05. Pret A Manger pays the
highest starting rate of the companies we have
contacted. It increased its starter rate from £5.05
to £5.35 from 10 February 2006, in advance of
the forthcoming uprating from October 2006.

As the table shows there is a wide range of
established and maximum rates for front-of-
house staff. Established rates are payable on
completion of a probationary period, which
can last between ten days and twelve weeks. In
some cases there is no difference between
starter and established rates. Established rates
range from £5.05 at Mitchell and Butlers and

Effective date

1 October 2005

3 April 2005

1 December 2005
18 September 2005

26 September 2005

1 October 2005
1 April 2006

1 July 2005

10 February 2006
1 October 2005

1 October 2005
3 October 2005

1 October 2005

1 May 2005

Number of employees
2,600 restaurant staff
10,000

5,500

43,000 restaurant staff, managers and
admin assistant

39,000 hourly-paid staff
4,532 staff

800 restaurant managers and head
office staff

2,973
10,000 (full-time), 40,000 (part-time)

6,000
5,000
4,000

Select Service Partners to £6.85 at McDonalds.
The wide range is due in part to the
performance-related pay scales in use at
McDonalds and KFC which have maximum
hourly rates of £6.85 and £6.50 respectively. If
these companies are excluded, the established
rates range from £5.05 an hour to £5.45 an
hour, with a median of £5.10.

The rates shown in the table below are the
lowest provincial starter and established rates,
and are exclusive of shift or location-based
premiums.

Pay progression

For companies that have a pay range, employees’
progression is based on performance appraisals,
skills acquisition and/or completion of training
modules. McDonald’s carries out appraisals
during the period July to September, and pay
increases are awarded at the end of September.
These are set at four fixed levels: 0 per cent for
‘needs improvement’, 3 per cent for ‘good’, 4.5
per cent for ‘excellent’ and 6 per cent for
‘outstanding’.

Adult provincial pay rates for front-of-house staff

Company Starter rate £ph
Mitchells and Butlers 5.05
Registered Clubs 5.05
Select Service Partners 5.05
Burger King 5.05
Pret A Manger 5.35
Starbucks 5.05
KFC 5.05
McDonalds 5.05

Established/maximum rate Comments

£ph

5.05 Paid from age 22
5.05 Paid from age 18
5.05 Paid from age 16
5.15 Paid from age 22
5.35 Paid from age 16
5.50 Paid from age 16
6.50 Paid from age 22
6.85 Paid from age 22
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At Pret A Manger, shop staff progress to a
‘graduate’ level after completion of their
induction, which generally takes about ten days to
complete. To attain the next level in the structure,
Team Member Star, an employee has to pass three
assessments and three written tests. Jobs at the
higher end of the grading structure, such as
barista (coffee maker) and team leader, are
covered by pay bands.

Burger King has pay bands for its hourly-paid
staff. However, these are set as guidelines for local
managers to pay within and not as a performance-
based scale for employees to progress through.
Pay progression can only be achieved through
moving to another age-related pay band or
through promotion to another job. Employees
have their pay reviewed on the anniversary of
their employment.

Age-related pay

The workforce in this sector is predominantly
young, and the use of differential rates based on
age has become the norm among the large fast
food retailers over the last three to four years.
Burger King, KFC and McDonald’s all now pay
adult rates from age 22, with separate lower rates
for 18 to 21-year-olds and for under 18s. Burger
King uses the same terminology as the NMW,
calling its 16 to 17-year-old rate the ‘youth rate’,
and the 18 to 21-year-old rate the ‘development
rate’. Previously, prior to 2001, all three
companies paid adult rates from age 16.

Companies have to counterbalance the use of the
lower pay rates allowed under the legislation with
an effective recruitment policy. Some of the
companies that operate this kind of age-related
pay structure, relax the policy in harder-to-recruit
areas or for employees with particular skills and/
or more experience. Yates’s Wine Lodges
separates its outlets into four pay zones which
range from central London outwards. In the
lowest two zones adult rates are paid from age 22
and in the other zones they are paid from age 18.

Age differentials disappear in all locations for
staff with over 18 months’ service.

The table below shows that four of the eight
companies pay adult rates from age 22. Starter
rates for under 18-year olds range from £3.70 to
£4.25 an hour. For 18 to 21 year olds, all four
companies pay £4.25 an hour, except for
Mitchells & Butlers which pays £4.90 an hour.
Established rates vary more widely between the
organisations. For under 18-year olds, established
rates vary from £4.00 an hour at KFC to £5.80 an
hour at McDonald’s. For 18 to 21 year olds, rates
range from £4.00 to £6.05 an hour at
McDonald’s.

All of the companies contacted pay above the
statutory minimum for under 18s. The lowest
rate for under 18s is at Burger King, which pays
a £3.70 an hour starter rate. Amongst
organisations that use age-related pay, the
highest starting rate for under 18-year olds is at
Mitchells & Butlers. It increased the minimum
rate for under 18-year olds to £4.25 an hour in
2005. This continues its policy of aligning the
company’s youth rate, which applies to
employees younger than age 18, with the NMW
youth rate, which applies to employees between
the ages of 18 and 21.

Supervisors’ pay

Pay rates for team leaders and supervisors are in
some cases only a small margin above the NMW.
At Mitchells & Butlers for example, the team
leader 1 rate is £5.15 an hour. Burger King has a
trainee supervisor grade, paid between £5.30 and
£5.70. A qualified supervisor is paid within a
band £5.50 to £6.25 an hour and those that have
completed their Basic Management Training
receive between £5.70 to £6.60 an hour. The
shift-running manager is paid between £6.10 to
£7.30 an hour.

McDonald’s has a lower supervisory grade, the
training squad, for those who have responsibility
for training new staff. The training squad are paid

Junior rates of pay

Starter rate

Company £ph
Burger King (under 18) 3.70
(18-21) 425
KFC (hourly-paid) (under 18) 4.00
(18-21) 425
McDonald’s (under 18) 4.00
(18-21) 4.25
Mitchells & Butlers (under 18) 4.25
(18-21) 4.90
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Established/maximum rate
£ph
4.00
4.35
4.00
4.25
5.80
6.05
4.25
4.90
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Pay rates for team leaders/supervisors

Company £ph

5.30 to 5.70 (trainee)

5.50 to 6.25 (supervisor)

5.70 to 6.60 (BMT supervisor)
6.10 to 7.30 (shift-running manager)
KFC 5.50 to 7.00, plus 40p for running
the shift (team leader)

5.05 to 7.10 (training squad)

6.35 to 8.70 (shift running floor
manager)

5.15 (team leader 1)

5.55 (team leader 2)

6.20 to 7.35 (team member trainer)
7.40 to 8.35 (team leader)

5.70 (steward 1)
6.05 (steward 2)

5.95 (trainee supervisor)
6.75 (established)

5.25 (supervisor)

5.65 (senior supervisor)

Burger King

McDonalds

Mitchells & Butlers
Pret A Manger
Registered Clubs
Starbucks

Select Service
Partner

between £5.05 and £7.10. The main supervisory
role is the shift-running floor manager. Floor
managers earn between £6.35 to £8.70 an hour. A
similar structure is in place at Pret A Manager,
which pays team member trainers between £6.20
to £7.35 and a team leader rate of between £7.40
to £8.35.

Geographical pay variations

Most of the large companies in the sector have a
national pay structure, although local managers
are allowed a certain amount of flexibility to vary
rates. Some firms have zonal structures with two
or three bands, based on cost-of-living and
recruitment and retention difficulties. For
example, McDonald’s operates a national pay
scale, together with a separate pay scale for
restaurants in inner London and other selected
locations. The minimum adult rate on the latter
scale is set 10 pence higher than the national rate.
The Registered Clubs Association sets minimum
rates for clubs within the Metropolitan Police
District that are 10 per cent higher than at clubs
outside London.

Reduction in location-based pay bands

Recent increases in the NMW have had the
knock-on effect of narrowing the differentials
between location-based pay bands, leading in
some cases to a reduction in the number of pay
bands. From 1 October 2004 both Burger King
and McDonald’s reduced the number of location-
based pay bands in their pay structure from three
to two. And KFC merged all three of its pay bands
into one from February 2004. The company said
at the time that the increase in the NMW from
October 2003 had wiped out differentials
between its pay zones in most levels of its pay
scales.

The UK Rail division of Select Service Partner
separates its pay structures into four pay zones:
provincial, provincial market (locations with
tighter labour markets eg Aberdeen), London
market (including many South East locations) and
London. Increases in the NMW have eroded
differentials between these zones and for sales
assistants the four zones have effectively been
reduced to two.

As part of its February 2006 review, Pret A
Manger simplified its pay structure so that staff
working in London and out-of-London shops are
paid the same hourly wage. Previously there were
two separate pay rates for provincial and London
shops. The harmonisation of the pay rates was
motivated by difficulties the company were
experiencing recruiting staff for their out-of-
London shops, and most outlets in areas outside
of London were already using London rates.

KFC pay structure at 1 December 2005

Team member £ph

16 and 17-year-old 4.00 min
18 to 21-year-old 4.25 min
22+ 5.05 to 6.50
Team leader 5.50 to 7.00*

*plus 40p an hour for running the shift
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McDonald’s pay structure at 18 September 2005

6am to midnight Midnight to 6am

Minimum Maximum Minimum Maximum
Band B/C (national) £ph £ph £ph £ph
Crew aged 16 and 17 4.00 5.80 - -
Crew aged 18 to 21 4.25 6.05 4.75 6.55
Crew aged 22 and over 5.05 6.85 5.55 7.35
Training squad 5.05 7.10 5.55 7.60
Security co-ordinator/admin assistant 5.10 7.85 5.60 8.35
Dining area host(ess)/party entertainer 5.15 7.80 5.65 8.30
Maintenance person 5.15 7.80 5.65 8.30
Floor manager 5.30 7.95 5.80 8.45
Shift running floor manager 6.35 8.70 6.85 9.20
Band A (inner London and selected areas)
Crew aged 16 and 17 4.25 6.16 - -
Crew aged 18 to 21 4.50 6.40 5.00 6.90
Crew aged 22 and over 5.15 7.05 5.65 7.55
Training squad 5.15 7.30 5.65 7.80
Security co-ordinator/admin assistant 5.20 8.05 5.70 8.55
Dining area host(ess)/party entertainer 5.25 8.00 5.75 8.50
Maintenance person 5.25 8.00 5.75 8.50
Floor manager 5.40 8.15 5.90 8.65
Shift running floor manager 6.45 8.80 6.95 9.30

Band 1 Band 2
Position Min £ph Max £ph Min £ph Max £ph
Staff member (aged 16 and 17) 3.70 4.00 4.20 4.50
Staff member (aged 18 to 21) 4.25 4.35 4.25 4.55
Staff member (aged 22+) 5.05 5.05 5.05 5.05
Service expert (aged 16 and 17) 3.80 4.20 4.30 4.90
Service expert (aged 18 to 21) 4.40 4.70 4.45 5.20
Service expert (aged 22 +) 5.15 5.45 5.15 5.45
Trainee supervisor (aged 16 and 17) 4.30 4.40 4.60 5.15
Trainee supervisor (aged 18 to 21) 4.70 4.95 5.20 5.45
Trainee supervisor (aged 22 +) 5.30 5.70 5.45 5.70
Supervisor (aged 16 and 17) 4.50 5.85 4.75 6.60
Supervisor (aged 18 to 21) 4.95 6.10 5.25 6.60
Supervisor (aged 22 +) 5.50 6.25 5.50 7.00
BMT-trained supervisor (aged 16 and 17) 5.00 5.85 5.50 6.85
BMT-trained supervisor (aged 18 to 21) 5.20 6.10 6.00 6.85
BMT-trained supervisor (aged 22 +) 5.70 6.60 6.30 7.50
Shift-running manager (aged 16 and 17) 5.50 6.35 6.85 6.85
Shift-running manager (aged 18 to 21) 5.70 7.10 6.85 6.85
Shift-running manager (aged 22 +) 6.10 7.30 7.50 7.50

Note: Band 2 rates apply in restaurants in Bluewater Retail Park, Bristol, Kingston and Inverness.
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3. The childcare sector

® Two-thirds of nurseries in our 2006 survey needed to raise their pay rates in order to comply with the last
increase in the NMW in October 2005. This is the same prorportion as in our 2004 survey.

® About two-thirds of nurseries had taken action to restore differentials for other grades following the

October 2005 increase.

® Just under a half (45 per cent) of respondents had raised their fees as a result of the increased costs from

implementing the uplift in the NMW.

® Over three-quarters (78 per cent) of nurseries said that they would be affected by the next NMW rise in
October 2006, a higher proportion than were directly affected by the October 2005 increase.

® The median starting rate for a nursery assistant is £5.05 an hour — equivalent to the current NMW level.

® The use of differering pay rates explicity linked to the age of the employee is widespread in the nursery
sector, with just over a third of respondents reporting they used age-related pay.

In January 2006 IDS carried out a survey of
employers in the independent nursery sector,
looking at pay levels, recruitment and retention,
the profile of the workforce, and the impact of the
October 2005 increase in the National Minimum
Wage (NMW) to £5.05 an hour. We found that
the minimum wage continues to have a significant
effect on pay rates, with starting rates at £5.05 an
hour. The NMW legislation has also led to an
increase in pay rates for higher-paid staff in order
to maintain differentials.

The survey respondents

Questionnaires were sent to around 900
managers/owners of private and voluntary sector
nurseries across the UK in January 2006. A total
of 94 organisations responded to the survey,
employing some 8,313 staff altogether. The
respondents varied widely in size: from very small
nurseries with just four employees, to nursery
chains, employing in one case 2,751 staff. Half of
respondents employed between 10 and 40 staff
members, with one-in-five employing less than ten
employees and one-in four employing over 40
employees. Of the 12 organisations that employed
more than 100 staff, all but one were responding
as part of a larger chain or on behalf of the whole
nursery group. Nursery chains who responded to
the survey included Asquith Nurseries, Childbase,
Teddies Nurseries and Caring Kindergartens.

According to the National Day Nurseries
Association, 97.5 per cent of the childcare workforce
is female. Our survey reflected this, although there
were several nurseries which employed men; the
highest proportion of male workers was found at
Bournemouth Montessori Centre, where just under a
third of the workforce is male. The Government has
set a target of increasing the proportion of male
childcare workers to 6 per cent.

Locations

The nurseries responding to our survey were
located in every region of the UK. The south east
was the most heavily represented area with just
under a quarter of organisations responding from
the south east and a further 13 per cent from the
London area.

Impact of the NMW

The National Minimum Wage continues to
strongly affect pay in the nursery sector. Just
under three-fifths (56 per cent) of organisations
said that the increase in October 2005 had had
a significant impact on their organisation. This
is the same proportion as in our 2004 survey of
the nursery sector. Of those that said their
organisation had been significantly affected,
two-thirds reported they had to raise rates to
comply with the revised NMW. The proportion
of employees directly affected by the increases
varied greatly between organisations. In some
nurseries it was 100 per cent of staff. The
median proportion of staff directly affected was
41 per cent. Of the nursery chains employing
more than 100 employees, the median
proportion of staff directly affected was just
over a third (37 per cent).

Impact of the NMW rises in 2001, 2003 and 2005

2001 2003 2005

% of nurseries 9 57 56
significantly affected by
the NMW increase

% of nurseries that had 46 64 66
to raise pay rates in
order to comply

% that took action to 19 45 66
restore differentials
% that raised fees in 46 63 45

response to NMW rise

IDS - June 2006
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Effects on pay

The amount by which respondents had to increase
their pay rates as a direct consequence of the
increase in the NMW varied greatly, from
increasing rates by a ‘negligible amount’ at Cygnet
Nursery to 15 per cent at Cotton Tail’s Children’s
Nursery. The median amount rates were raised by
was 4.3 per cent, which is just above the increase
of 4.12 per cent on the NMW. Employers’
estimates of the impact on the paybill of the
NMW rise also varied between a ‘negligible’ or
‘minimal amount’ to 25 per cent claimed by one
nursery, Happy Kidz.

Preserving differentials

About two-thirds of organisations said that they
had had to raise the rates of higher-paid staff to
maintain differentials when the NMW was
uprated. Nunthorpe Nurseries Group said that
most of the cost of the uprating of the NMW was
due to the need to increase rates for higher paid
staff. Nestledown Childcare introduced service
increments and larger increases to senior staff to
help maintain differentials. And one nursery said
that staff expected differentials to be maintained
to reflect experience and performance.

Knock-on effects

The survey asked respondents whether the latest
increase in the minimum wage had led to a
reduction in staffing levels, hours, changes to the
skill mix or work organisation. About 14 per
cent of organisations said they had decreased
staffing levels in response to the latest increase in
the NMW, and one large chain, Asquith
Nurseries, stated that while they had not reduced
staffing levels this year, they had last year as a
consequence to the previous year’s NMW
increase. One nursery in Essex said it now
operates on the minimum legally permitted ratio
of staff, and employees now have to do their own

cleaning. The Kiddies Day Nursery reported that
it had reduced the number of unqualified staff
taken on to train on-the-job. A number of
different nurseries said they had had staff leave
who would not be replaced.

Fourteen per cent said they had reduced hours as
a consequence of the revised NMW. Pinocchio
Day Nurseries had reduced hours of work from
40 to 35 hours. ABC Day Nursery and Key Day
Nursery had both reduced hours of work for part-
time staff. Again, Asquith Nurseries had reduced
hours after the 2004 increase to the NMW, but
not as a consequence of the 2005 uprating.

Of those organisations who provided
information on changes to skills mix, one-in-six
organisations, reported that they had made
changes to the composition of skill levels in
their nurseries. And one respondent,
Caterpillars Day Nursery said that it may
change the skill profile in the future. The
Partnership Nursery mentioned they had
increased the use of trainees between the ages of
18 and 21, while Bournemouth Montessori
Centre commented that because of the
minimum wage it cost almost the same to
employ trained staff as unqualified staff.

More than one-in-ten respondents said they had
made changes to their work organisation as a
result of the NMW. ABC Day Nurseries reported
they had employed more part-time staff. White
Horse Childcare commented it had increased the
use of in-house training.

Fees raised due to NMW

Just under half (45 per cent) of respondents had
increased fees as a direct result of the latest rise in
the NMW, and one nursery said it would be
raising fees in September 2006. The raising of fees

Employers’ comments on the impact of the NMW on differentials

Quote

Less ability to differentiate between unqualified and qualified staff.

The NMW has squeezed the differential between unqualified and recently qualified

staff and removed the financial benefit for training and supporting staff through

their qualifications. We now only recruit qualified staff.

All staff will require rises to maintain parity. Rise in pay bill brings pressure on

funding.

Nursery assistant’s pay will again increase by 25 pence an hour meaning that other

wages will need to be increased to preserve differentials.

The impact of 6 per cent increase at lower levels has squashed pay differentials

particularly in the North. If the minimum wage continues to increase above inflation
it will have a severe affect on the industry and is unsustainable.

All staff have received increments to try and maintain disparity.

We have introduced service increments and given a larger increase to senior staff.
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Location Number of staff
Nottingham 200

London 11

Unknown 7

Mexborough 6

Hertfordshire 2,751

Swindon 120

Worthing 72
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Employers’ comments on impact of NMW on fees they charge

Quote
Because of the increase in childcare fees we have lost a few families.

Increase in fees results in parents reducing their hours to keep costs
within their ability to pay.

Fees will have to be increased resulting in a reduction of the waiting list
because parents cannot afford more.

The number of parents who can afford day care is falling and the number
of sessions booked by each has also been reduced.

There will be a further impact on payroll including NI and tax. This will
have to be passed on to customers and a further substantial rise in fees
is inevitable.

We are extremely concerned that parents will not be able to afford

another increase because the only way we can pay staff more is from fees.

Nursery fees will need to increase. Staff hours may need to be reduced to
cover the bill.

Fees will again have to be raised. This causes particular problems for
those parents not claiming benefits.

The 2006 increase will be £312 per week for the salary bill. We will need
to increase fees by more than 5 per cent to cover minimum wage
increases and inflation-related costs. This means a weekly fee increase of
at least 6.00 per week — parents will not be able to pay for this.

Location Number of staff
Nottingham 16

Glasgow 21

Manchester 18

Swindon 120

Merseyside 28
Warwickshire 75

Lincolnshire 9

Manchester 18

Lancashire 26

as a consequence of the NMW uprating was also
a significant finding in our previous survey.

Indirect effects

The survey asked respondents if there had been
any indirect effects from the October 2005 NMW
uprating. A total of 39 organisations answered the
question. Twenty seven nurseries (just under 30
per cent) said that there had been indirect effects,
while 11 answered that there had not been any
indirect effects and one nursery reported that the
effects were not known yet.

The indirect effects reported included lost families
due to increased fees, reduced profits, and
increases in National Insurance payments. Major
Minors said it had noticed greater salary
competition from unskilled jobs, such as
supermarket checkout staff, and Asquith
Nurseries mentioned it had introduced pay bands
and reduced the number of grades.

Several organisations mentioned that jobs paid at
the NMW level were seen by potential employees
as unattractive. ABC nurseries said that when it
advertises a position, prospective employees are
put off by the pay rate being at the NMW and one

nursery in Middlesex finds that ‘young,
unqualified girls apply with distinct ideas about
earning more than the NMW’. Mount Lands Day
Nurseries do not wish for its staff to work for the
minimum wage so this year paid all staff a pro-
rata rise. And a nursery in Worcester who
employs 19 people said, “We try to pay above the
minimum wage as the word ‘minimum’ implies
that they are poorly paid. However, this is only
possible, if at all, until the next NMW rise when
what was a good rate of pay is again entitled
minimum’.

Effects on training were reported by Springles Day
Nursery, which said that the NMW had squeezed
differentials between unqualified and recently-
qualified staff and as a consequence removed the
financial benefit to train and support staff
through their qualifications. The nursery now
only recruits qualified staff.

October 2006 NMW increase

Looking ahead to the next NMW rise in October
2006 to £5.35 an hour, over three-quarters (78
per cent) of respondents said they would be
affected by it, a higher proportion than were
directly affected by the October 2005 increase.

Comments on impact of the NMW on profits

Quote

Our profits are less as we did not increase fees to sufficiently to cover other

increases.

Less profit and therefore a decrease in managers’/owners’ salary.

Less profit and therefore cut backs in other areas of spending.

Partners have been unable to draw any profit sharing as no profit remains.

Location Number of staff
Lancashire 26
Glasgow 35
Hull 41
Worcester 19
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Comments on the impact of the NMW on staffing, recruitment and retention

Quote Location Number of
employees

Extra national insurance payments. We will need to consider younger employees  Oxford 13

who are less qualified.

Greater salary competition from unskilled jobs, for example supermarket checkout  Guildford 45

staff.

Turnover of staff has caused difficulty maintaining consistency in care for the Merseyside 21

children.

When advertising a position prospective employees are put off by the pay rate Lincolnshire 9

being that of the minimum wage.

Young unqualified girls apply with very distinct ideas about earning more than the  Middlesex 44

minimum wage. They seem less grateful to just get a decent job with good

prospects and then work their way up through training and experience.

We cannot afford to have as many staff. Warwickshire 75

We will have to start to look carefully at age of recruits with no qualifications/ Edinburgh 37

relevant experience.

More outgoing on wages will mean cutting staff to a minimum thereby creating Warwickshire 75

more stress on staff causing them to leave. It is a nightmare trying to balance

things.

It will be a strain on our income and expenditure — we will probably opt to employ Dorset 25

only trained staff.

If recruiting, we will need to aim for younger unqualified staff and will need to raise  Bath 25

fees significantly more than usual.

Effects included increasing fees, reducing
staffing levels and hours and reduced profit.
Bright Kids Nursery commented that ‘it’s a
nightmare balancing things’.

Pay rates

The survey results on pay levels for nursery
assistants and nursery nurses underline how pay
in this sector is strongly influenced by the
minimum wage. The previous survey of the
nursery sector by IDS, in spring 2004, found that
the median starting rate for nursery assistants at
that time was £4.50, the same as the adult NMW.
In the latest survey the median level for a nursery
assistant is £5.05 an hour, which is equivalent to
the current adult NMW level.

Squeezed differentials

Median starting rates for nursery assistants have
risen by just over 12 per cent compared with our
previous survey in Spring 2004, driven by the
NMW, which has also risen by 12 per cent over
the last two years. Median starting salaries for
nursery nurses have not kept up with this pace,
increasing by about 6 per cent over the two years,
although maximum pay for this grade has
increased at a rate of 8 per cent. Our survey in
2004 found the differential between the median
pay for a nursery assistant and nursery nurse was
42 pence per hour This differential has narrowed
significantly over the past two years, with this
year’s survey indicating a difference of 17 pence
an hour at the median.

Interestingly, senior nursery nurses’ starting pay
has increased the most over the two years,
increasing by some 15 per cent. One possible
reason is that nurseries are attempting to maintain
differentials for senior nursery nurses by raising
the rate for the grade. Starting pay levels for
nursery managers increased by 13 per cent and
median maximum salaries by 21 per cent. The
box on page 27 shows the aggregate survey
results, giving the range of pay rates for each job
as well as the average and median levels.

Note: the median is the middle value at which half
of the pay rates were above and half below. The
average is the sum of the rates divided by the
number in the sample.

Nursery assistants

Minimum rates for nursery assistants ranged
between £4 and £6.75 an hour. The median
starting rate was £5.05. Just under half (46 per
cent) of respondents had a minimum rate below
£5.05, which is the NMW rate for those over 22
years of age. The lowest starting rate for nursery
assistants was £4 an hour.

Nurseries were asked to state the minimum
qualification levels required for each job role. For
nursery assistants this was most commonly NVQ
2 or the equivalent, with just under half of the
organisations citing this as the qualification
requirement for the grade, although three
organisations specified NVQ level 3 and one
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Comments on the expected impact of the forthcoming NMW rise

Quote

Staffing costs will be more than fees coming in especially at the present time.
Marginal impact on rates for 18-21 year olds.

Small rise to payroll costs.

The Government will put us out of business with the National Minimum Wage,
extended maternity leave and all 4 year olds going to school.

Last year’s increase was OK. The increase expected for this year however, will
affect five of our staff, completely eliminating differentials between qualified and
unqualified staff and our cook. It will significantly squeeze the gap between what
parents in this area can afford to pay for their children and what we must pay staff
and may affect our viability.

We will have already increased pay by 5 per cent in September 2006.

Adds severe pressure to pay bill and tends to lead to younger less experienced
staff being employed.

65% of our costs are payroll so the 5.94% rise will cause fees to increase by at least
4% (ie inflation x 1.5) removing more parents from our potential market.

We were planning on recruiting a younger trainee to give them the opportunity to
train for a career. This rise may affect our decision.

Wage bill will again increase by approximately £45,000. Fees will have to
increase. It's getting out of hand!

Is it worth being open - running at a loss?

It will have a pay increase in April 2006 before the minimum wage increase so we
can always be above it. The increase will be 20p per hour level 2, 30p level 3.

No staff under 21. Maintain cash differentials — totals 5%.

Pay bill will rise again including N.I. We will consider younger staff-or part-time
workers to cut N.1 bill. Won't be able to fund pay increases to senior staff- increase
fees again.

Minimal
May mean it cannot afford to take on young staff and train them whilst employed
but will take on students from local colleges.

Larger staffing bill- have to keep ahead of the minimum to attract staff therefore
higher fees and less profit.

Rate of increase above inflation is unacceptable to small enterprise. The only way
to maintain service is to pass increase on to parents and this results in a reduction
of hours children attend.

Employed learners- modern apprentices (4) are paid NMW — new MA's will only
get the recommended training allowance of £80 per week.

We have always paid younger staff the same as mature staff - this may no longer be
the case. This could affect us employing mature, but unqualified staff in the future.

Location Number of staff
Kent 9
Oxfordshire 16
Milton Keynes 92
Kent 38
London 11
Blackburn 10
Essex 14
Swindon 120
Kent 22
Nottingham 200
Northfield 15
North Yorkshire 11
Gloucestershire 9
Oxon 13
Middlesex 16
Middlesex 44
14
Glasgow 21
Somerset 28
Worthing 72

NNEB qualification. Just over one-in-five said
nursery assistants were unqualified.

Nursery nurses

Nursery nurses are typically the most common job
role in nurseries. They are qualified, mostly with
either NVQ level 3 or a NNEB qualification. Just
under 30 per cent (21 organisations) said their
nursery nurses were qualified to NVQ level 3 and a
further 23 said nursery nurses were qualified to
either NVQ 3 or NNEB. Higher qualification levels
(NVQ 4 and Honours degree) were mentioned by
four organisations. Only one nursery said that its
nursery nurses were unqualified or were training
towards a qualification.

The median starting rate for nursery nurses was
£5.22 an hour rising to a median maximum of

£5.75. There was a wide variation between
nurseries: the lowest starting rate was £4.25 and
the highest maximum rate was £9.02.

Senior nursery nurses

Just over a third of respondents specified that they
had a separate pay rate for senior nursery nurses.
The median salary range for these staff was £5.83
to £6.16 an hour.

Supervisors

Some 40 per cent of respondents said they had a
separate pay rate for supervisors. Starting rates
for this role varied from £4.85 to £6.21 an hour
and had a median of £6.21. Maximum rates
varied between £5.20 and £10.52, with a median
of £6.13 an hour.
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Pay ranges for nursery nurses

Name of organisation

Abacus Nursery

ABC Day Nursery

Acorn Childcare

Acorns Early Years Centre
Asquith Court

Asquith Nurseries

Birch Grove Day Nursery

Bolton School Nursery
Bournemouth Montessori Centre
Bright Kids

Broadhill Preschool

Buffer Bear

Caring Kindergartens
Caterpillars Day Nursery
Chandos Children's Learning Centre
Cherubs

Cheshire Care

Childbase

Children Nursery Cotton Tails
Chipmunks Nursery + OSC
Copmanthorpe Childcare Centre
Crows Early Years Centre
Cygnwt Nursery

Daffodil Day Nursery

Fenwood House Day Nursery
Fern Hollow Limited

Field View Day Nursery

First Steps Day Nursery
Fledglings

Fran 'n' Bru Limited T/A Little Unicorn
Day Nursery

Fullers Hall Day Nursery
Greenacres Day Nursery School
Happy Kids

Highbury Community Nursery
Highgate Day Nursery
HollyTree Day Nursery

Humpty Dumpty Childcare

Imagine Co-operative Childcare
(midcounties co-operative)
(Children’s centre)

Irwell Vale Nursery

Jitterbugs Nursery

Key Day Nursery

Lilliput Village Children's Nursery
Little Jems Nursery

Major Minors

Methrinfa Twilol

Mulberry Bush

Nestledown Childcare

Notting Hill Day Nursery
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Location
Somerset
Lincs

Milton Keynes
Kent

Kent

Herts
Manchester
Bolton
Dorset
Warwickshire
Oxon
Berkshire
Northampton
Bath

London
Nottingham
Lancashire
Newport
Northfield
Shropshire
York

Essex
Oxfordshire
Oxon
Mexborough
Stocksfield
Barton-on-Humber
Essex
Worsley

London

London
Middlesex
Hull
London
Swansea
Wigan
Devon
Oxford

Lancs

North Yorkshire
Wiltshire

Essex

Cumbria
Guildford
Conwy
Glasgow
Worthing

Somerset

Minimum £ph
5.40
5.05
5.40
5.42
4.91 (10,504)
5.66 (11,800)
5.50
5.80(11,193)
5.13 (10,700)

5.07 (NVQ 2) 5.10 (NVQ 3)

5.75
5.47 (10,560)
5.10
4.99 (10,400)
7.50
5.05
5.05
5.43 (11,330
4.40
5.20
6.20
4.95
5.61 (11,700)
5.05

5.36
5.00
5.04 (10,504)
5.05
6.67 (13,032)

6.90 (13,500)
5.94 (13,000)
4.25
7.19 (15,000)
5.05
5.30
5.65
5.63 (11,744)

5.40
5.00
5.05
5.20
5.10
5.82
5.05
5.50
5.25
5.05

Maximum £ph
5.70
5.50
6.20
5.95
6.77 (14,475)
7.25 (17,000)
6.50
6.22 (11,994)

5.20 (NVQ 3)
6.00
8.12 (15,660)
5.60
5.62 (11,731)

5.25
5.50
9.02 (18,816)
5.25

6.20
5.81
6.23 (13,000)
6.00
5.20
5.36
5.20
5.75 (12,000)
5.35
8.30 (16,236)

6.85 (15,000)
5.15
8.39 (17,500)
5.05
5.40

6.86 (14,298)

6.00

5.59
5.30
6.40

7.50
5.75
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Pay ranges for nursery nurses (cont’d.)

Name of organisation
Nunthorpe Nurseries Group
Partnership Nurseries
Pinocchio Day Nursery

Places for Children

Play-a-way

Portsea Community Day Nursery
Premier Lodge Day Nursery
Primary Colours Day Nursery
Primrose Cottage Day Nursery
Rascals (NI)

Ravenstone House

Springles Day Nursery
Springtime Nursery

Sweetie Brae Private Nursery
Teddies Nurseries

Tender Care Creative Learning Day
Nursery

Tender Loving Childcare

Location
Middlesbrough
Glasgow

Bath

Milton Keynes
Kent
Portsmouth
Kent
Gloucestershire
Herts

Belfast

Milton Keynes
London
Middlesex
Strathaven
Middlesex

Essex

Warwickshire

The Edinburgh Nursery Edinburgh
The Jays Day Nursery Kent

The Kiddies Day Nursery Worcs
The Nursery (Egremont) Cumbria
The Old Vicarage Nursery Blackburn
The Squirrels Lancs
Toddler Town Nursery Cumbria
Village Manor Nurseries Chorley
Westerham Day Nursery Kent
White Horse Child Care Swindon
Wyvern Nursery Group Somerset

Minimum £ph Maximum £ph
5.05

5.50 6.03

5.71 6.50

5.23 (10,904) 7.04 (14,674)
5.05

5.10 5.57

5.40

5.05 5.95

5.11 (12,000) 6.39 (15,000)
5.20 5.47

5.05 (10,541) 6.84 (14,271)
5.75 (10,500) 6.77 (12,360)
6.25

5.38

5.51 (11,500) 6.95 (14,500)
5.35 5.35

4.70 (9,800) 7.19 (15,000)
5.25 6.00

5.05

5.08 (203) 5.23 (209)
4.25 5.05

5.25 5.67

5.10 5.25
5.05/5.20 5.05/5.20
5.05 5.05

6.36 6.63

4.25 5.50

6.42 7.31

Note: where respondents supplied an annual salary, the salary was divided by 52.14 to get weekly pay and then divided by the

number of hours worked. The annual salary is shown in brackets

Deputy managers and nursery managers

Pay for deputy managers and nursery managers
varied widely, with one organisation’s starting
pay less than £5 an hour for a deputy and one
nursery paying a maximum of £15 an hour. The
highest pay rate for a manager was £20 an hour.
Several organisations reported the manager was
the owner and therefore his/her ‘wage’ was the
profit of the nursery.

Nursery cooks

For the first time, this year’s survey asked
respondents about pay for nursery cooks. Fifty-
five nurseries reported pay rates for this role. The
median starting pay was £5.50 an hour, with
minimum rates ranging from £4.25 to £7.69,
compared with £5.05 to £5.28 in the north east.

Regional pay variation

Nurseries in London paid significantly higher
rates than the rest of the country. The median pay
range for a nursery assistant at the London-based

nurseries was £6.04 to £7.20 an hour. The lowest-
paying region was the north west with a median
pay range of £4.25 to £5.05 for a nursery
assistant. For nursery nurses in London, median
pay levels were between £6.46 and £6.97. The
median starting rate for a nursery nurse in
London is £1.36 (27 per cent) higher than that in
the rest of the country.

Pay settlements

The median pay increase at the 2005/06 pay
review among the organisations responding to the
survey was 4 per cent. This is relatively high
compared with the median pay settlement level of
3.2 per cent for the whole economy over the
equivalent period and another reflection of the
impact of the NMW.

In two-thirds of organisations the pay rise was the
same percentage across-the-board, while just
under a third gave different rises depending on
individual performance. In two cases, rises were a
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mixture of the two, with some groups of
employees receiving performance-related
increases. One nursery said that their rises varied
by individual performance where possible, but felt
they were limited by the NMW. The most popular
review date is October (two-in-five respondents).
Asquith Nurseries has moved its review date to
October to coincide with the NMW uprating.
January is the next most popular month for pay
reviews to take place (one-in-five organisations).

Pay progression

The most common means of pay progression was
skills acquisition and individual performance,
with one quarter of respondents saying they used
this criterion. The next most popular criterion
was skills acquisition alone (just under one
quarter reported this). Two nurseries mentioned
difficulties in using individual performance for
progression due to minimum wage increases.
Caterpillars Day Nursery said progression was
dependent on extra duties and at Nestledown
Childcare, staff can progress if the job changes
significantly.

Age profile of the workforce

Nurseries tend to employ a fairly youthful
workforce. Virtually all the organisations
responding to the survey employed some staff
aged under 22 and two-fifths of respondents
employed some staff aged under 18 years, an
increase on the last survey where a third of
respondents employed some staff aged under 18
years. For most respondents, under 22s comprised
between 10 and 40 per cent of their workforce.
The average proportion of staff aged under 22
was just under a quarter, about the same as in the
previous survey. In four nurseries over half of the
workforce were under 22. On average among
those organisations who employed under 18s,
these staff comprised 8 per cent of the workforce,
although in four nurseries the proportion of under
18s was 20 per cent or more.

Use of age-related pay

The use of pay rates explicitly linked to the age of
the employee is fairly common in the nursery
sector, with just over a third of respondents
reporting they used age-related pay. In most cases
(71 per cent), those nurseries using age-related
pay used 22 years as the threshold for payment of
the full adult rates — in line with NMW legislation.
Only five organisations used 21 as the threshold
and an even smaller number, three organisations,
used age 18. Cotton Tails Children’s Nursery and
Nestledown Childcare mentioned that although
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they do differentiate pay by age, staff with
relevant qualifications receive the full adult rate.

Hours and holidays

Contracted hours were commonly 40 a week (41
respondents). Just over a third (32 respondents)
had a basic working week of less than 40 hours
(usually 37 or 37% hours), while 12 respondents
had a basic working week of between 41 and 47%
hours. One organisation said that all its staff were
employed on a part-time basis of 10% to 15%
hours a week and three nurseries reported that its
hours were either flexible or varied.

Holiday entitlement ranged from 13 (excluding
bank holidays) to 30 days’ leave. Most
organisations, 53 in total, gave their staff 20 days’
holiday. A further 25 nurseries gave between 21
and 25 days. Eight organisations gave over 25
days’ holiday. Only four nurseries reported to give
staff less than 20 days’ holiday. Half of the
respondents gave additional service-related
holiday, ranging from one day to a maximum of
ten days at Happy Kids Nursery. Of those
respondents who gave service-related holiday,
most (19 respondents) gave up to five days on top
of basic entitlement.

Other benefits

The majority (84 per cent) of respondents
provided benefits as part of their reward package.
Of those that said they provided benefits, some 42
per cent provided a pension scheme and 29 per
cent provided free meals. Other benefits offered
included health care plans, Christmas meals,
nights out, interest-free loans, uniforms and sick

pay.

Salary sacrifice schemes

Just over one-in-five (22 per cent) respondents,
who answered the question, said they operated a
childcare salary sacrifice scheme and a further 9
per cent said they were planning to. One nursery,
Caring Kindergartens, mentioned it did not
operate a childcare salary sacrifice because the
majority of its staff were just above the NMW.
Discounts on childcare was also a benefit offered
by several nurseries. Discounts ranged up to 100
per cent at Greenacres Day Nursery, dependent
on service.

Allowances

At most of the nurseries there were no premiums,
allowances or bonuses paid. Only seven
nurseries paid some kind of allowance. Two
organisations mentioned loyalty payments and
two mentioned petrol money. Other allowances
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Summary of pay rates for nursery staff

Job title (no of Lowest Highest Median
organisations minimum  minimum  minimum
in sample) £ph £ph £ph
Nursery assistant (81) 4.00 6.75 5.05
Nursery nurse (82) 4.25 7.50 5.22
Senior nursery nurse (50) 4.25 7.97 5.83
Supervisor (38) 4.85 10.00 6.21
Deputy manager (65) 5.20 11.17 6.64
Manager (62) 5.70 15.00 8.00
Nursery cook (55) 4.25 7.69 5.50

included London allowance, overtime, monthly
bonus and extra money for undertaking certain
roles, such as first-aid.

Recruitment and retention

Recruitment of nursery staff seems to have
become harder over the last couple of years,
although retention has become slightly easier.
Some 54 per cent of respondents reported
experiencing recruitment difficulties, and a lower
proportion (23 per cent) reported difficulties in
retaining staff. This is compared with 29 per cent
with recruitment difficulties in the previous
survey, and 25 per cent with retention problems.

Of those organisations that did have recruitment
and retention problems, the vast majority
mentioned that qualified or experienced staff were
hard to recruit. All levels of staff were mentioned
as being as hard to recruit, from nursery assistants
to managers. Several respondents said that it was
hard to compete with government-funded Sure
Start nurseries. Caring Kindergarten said
‘qualified staff move to public sector employment
because they pay larger salaries’. Several
organisations also mentioned difficulty in
attracting ‘good staff’, Copmanthorpe Childcare
Centre said that there was a lack of experience

Average  Lowest Highest Median Average
minimum maximum maximum maximum  maximum
£ph £ph £ph £ph £ph

4.93 4.44 8.40 5.34 5.61

5.37 5.00 9.02 5.75 6.03
5.88 5.05 10.02 6.16 6.58
6.44 5.20 10.52 6.13 6.81

6.95 5.20 15.00 7.67 7.99

8.72 5.70 20.00 10.00 10.38
5.69 5.00 12.00 6.23 6.50

and enthusiasm and Lilliput Village Children’s
Nursery said the standard required for nursery
nurses had dropped making it hard to find staff
with high enough skills.

Nurseries based in the South East were more
likely to experience difficulties with recruitment
than those in other areas, with 66 per cent
reporting they had recruitment difficulties.
However, the South East had less of a problem
with retention with only 17 per cent of nurseries
in this area specifying problems. The Midlands
was the area most likely to experience retention
problems, with two-thirds reporting difficulties
retaining staff.

Staff turnover

Reported annual turnover rates among the survey
respondents varied widely, ranging from zero (11
respondents) to 118 per cent at one organisation
(although this was due to a changeover in
ownership where positive changes had occurred).
The median turnover was 11 per cent. Turnover
was far higher among the larger nursery chains.
Among those respondents employing 100 or more
staff, turnover averaged 24 per cent. This
compared to 14 per cent in nurseries employing
less than 100 staff.
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Case study: Asquith Nurseries
. Kepois |

® Rises in the NMW up to 2005 led to a narrowing of differentials.

® A new pay structure introduced in 2006 re-asserts differential between unqualified and qualified staff.
® Pay review date moved to October to coincide with the NMW upratings.

® Employees encouraged to progress through skills and qualifications acquisition.

@ Difficulties introducing benefits through salary sacrifice schemes.

Asquith Nurseries is one of the UK’s largest
providers of childcare facilities. The company
operates from 114 settings, offering 8,500 nursery
places across the UK. The organisation employs a
total of 2,751 staff, including 1,900 permanent
staff. Women constitute 98 per cent of the
workforce.

Impact of increase to £5.05

The increase in the NMW from £4.85 to £5.05 an
hour from 1 October 2005 has had a significant
effect on the organisation. One-third of its staff
were directly affected, having their pay rates
raised by between 3 and 5 per cent. Although it
was not necessary to reduce staffing levels or
hours worked this year, the previous NMW rise in
October 2004 did lead to a reduction in staffing
levels and hours worked.

Differentials narrowed

The NMW has also had a significant impact on
pay differentials between different grades of
staff. In the first year after the introduction of
the NMW there was not a noticeable effect on
differentials at the nursery, but as the annual
rises in the NMW have been ahead of the
growth in average earnings, the gap between
unqualified staff and qualified nursery nurses
has narrowed markedly.

Review date moved to October

In October 2004, the NMW started to impact
upon employees higher up the salary structure
such as room supervisors. Initially differentials
were squeezed in the Northern nurseries as this is
the lowest-paid region in the company’s pay
structure. The organisation found it had to
regularly review differentials between staff up to
deputy manager level and raise the rates of higher-
paid staff in order to preserve differentials. At the
end of 2005 the chain decided to move its annual
review date to October to coincide with the
NMW uprating date. In the past staff had their
pay reviewed in either January or March.

Introduction of pay bands

Previously Asquith Nurseries’ pay structure
consisted of set single rates for each job role from
unqualified staff through to nursery managers.
There were five separate geographical pay zones.
Annual increases in the NMW made it difficult for
Asquith to preserve the set differentials between
different job levels within the pay structure.

In 2004, the company moved from spot rates to
pay bands. Pay varied by location with four pay
scales. Scale A primarily covers the Midlands and
the North, scale B covers the Home Counties and
scales C and D cover London.

Salary scales at 1 January 2006

Scale A Scale B
Nursery assistant 10,504 (min) 10,504 (min)
10,794 (mid) 10,996 (mid)
11,500 (max) 11,904 (max)
NVQ 2 10,504 (min) 10,504 (min)
10,946 (mid) 11,299 (mid)
11,803 (max) 12,509 (max)
Nursery Nurse 10,504 (min) 11,398 (min)
11,220 (mid) 12,937 (mid)
12,240 (max) 14,475 (max)
Room Supervisors 11,419 (min) 13,080 (min)
12,560 (mid) 14,846 (mid)
13,702 (max) 16,612 (max)
Deputy Managers 13,049 (min); 15,224 (min)
14,615 (mid) 16,899 (mid)
16,181(max) 18,574 (max)
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Scale C Scale D

10,504 (min); 10,504 (min)
11,147 (mid) 11,299 (mid)
12,206 (max) 12,509 (max)
10,504 (min) 10,504 (min)
11,450 (mid) 11,551 (mid)
12,812 (max) 13,014 (max)
11,961 (min) 12,506 (min)
13,576 (mid) 14,195 (mid)
15,191 (max) 15,883 (max)
14,137 (min) 14,953 (min)
16,045 (mid) 16,747 (mid)
17,954 (max) 18,541 (max)
16,311 (min) 17,399 (min)
18,024 (mid) 19,139 (mid)
19,736 (max) 20,879 (max)
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From 1 January 2006, the minimum salary in all
four pay bands is £10,504 a year, equivalent to
£5.05 an hour rising to a maximum of £11,500
(£5.51) in scale A and £12,509 (£6.00) in scale D.
The starting rate for a nursery assistant qualified
to NVQ level 2 is also £10,504 a year but has a
slightly higher pay band maximum of between
£11,803 (£5.66) and £13,014 (£6.24).

New pay structure

From October 2006, the company is replacing
the salary structure with a new pay structure
based on three salary bands. There are three
geographical zones to account for differences in
labour markets and cost-of-living pressures: the
North and the Midlands areas, London and the
M2S5 region and the Home Counties and Cities.
In each zone job roles range from unqualified
nursery assistant to manager and employees
progress through the pay bands by acquiring
skills and qualifications.

Pay rates

From 1 October 2006, the minimum salary is set at
£11,200 a year, equivalent to £5.37 an hour for
unqualified staff in all three zones. The maximum
rate for this grade increases to £11,800 (£5.66) in the
North & Midlands and £12,500 (£5.99) for Home
Counties and Cities and London and M2 region.

Further up the pay structure a nursery nurse
qualified to NVQ level 3 or 4 in the North and
Midlands receives a minimum of £11,800
(£5.66) rising to a maximum of £13,000
(£6.23). This is compared to a pay range for this
role of £15,000 (£7.19) to £17,000 (£8.15) in
London and the M25 region. The highest
salaries are paid to nursery managers in London
and the M25 area who earn £25,000 to £35,000
a year. This is compared to managers in the
North and Midlands who receive £20,000 to
£25,000 a year.

Differentials

Differentials between the geographical pay zones
are greater further up the pay structure.
Unqualified staff are paid very similar salaries

across the three zones, with no difference in pay
for staff at the minimum of the pay band
(£11,200) and a difference of £700 at the
maximum of the band. At the manager level, the
difference between the lowest-paid zone and the
highest-paid zone is £5,000 for staff paid at the
minimum rate of their pay band and £10,000 for
staff who are paid the maximum rate of their pay

band.

In the previous structure, nursery assistants and
NVQ 2-qualified staff were paid similar rates with
a very narrow differentials. The company ensured
that in the new structure there is a greater
differential between the unqualified and qualified
grades. From October 2006 there will be a
differential of between £600 and £1,300 at the
minimum of the grade and a differential of
between £500 and £900 at the maximum
depending on location.

Training to move staff away from the NMW
The nursery chain has introduced a new training
scheme called the ‘Asquith Academy’. There are
two main reasons for the introduction of the new
scheme. The company has found that the standard
of external training has dropped significantly and
that the quality of candidates for vacancies has
dropped. Also, it is very keen to give its staff the
opportunity to move above the NMW by gaining
qualifications and experience.

The training scheme is open to all staff and has
been designed by the Open University specifically
to meet the needs of the nursery chain. The
qualification the staff will be working towards is
equivalent to NVQ level 4 and is the first stepping
stone to the Foundation qualification considered
the ‘gold standard’ in childcare. The new pay
bands differentiate between staff qualified to
NVQ level 2 and those qualified to NVQ level 3
and 4. This was designed to provide a monetary
incentive to undertake training and move away
from unqualified jobs with pay on or near to the
NMW. Just under a third of the company’s
employees are on the unqualified rate. In the
future, Asquith aims to have far fewer employees

Pay bands at 1 October 2006

North & Midlands

Home Counties and Cities

London & M25 Region

Unqualified

NVQ2

Qualified (NVQ3/4)
Room Supervisor
Deputy

Créche Manager

£pa

11,200 to 11,800
11,800 to 12,300
11,800 to 13,000
13,000 to 15,000
15,000 to 17,000
16,000 to 18,000

£pa

11,200 to 12,500
12,500 to 13,400
14,500 to 16,500
16,500 to 18,500
18,500 to 20,000
18,500 to 20,000

£pa

11,200 to 12,500
12,500 to 13,400
15,000 to 17,000
17,000 to 19,000
19,000 to 23,000
19,000 to 23,000
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on the unqualified rate, as staff will have the
opportunity to enrol on the training course and
move to the qualified NVQ 3/4 rate.

The two-year course is studied via distance
learning and the company meets the full cost of
the course, which amounts to £1,000. In return
employees must commit themselves to work two
years post-training at the nursery chain. The
scheme started in March 2006 and so far, the
take-up rate has been promising, with some 350
employees applying to take the course this year.

Salary sacrifice schemes

Asquith is keen to provide home computers to its
staff through the Home Computer Initiative and
also childcare vouchers through salary sacrifice
schemes. As a salary sacrifice arrangement cannot
be used if in so doing the employee’s cash pay falls
below the minimum wage, the company is unable
to offer the schemes to everyone. Asquith is
reluctant to introduce a scheme which some
employees are unable to join, and therefore does
not offer the schemes to any of its employees.

In the case of childcare vouchers, most employees
are better off claiming Childcare Tax Credit than
they would be receiving vouchers under a salary
sacrifice arrangement. In addition, as part of
Asquith’s benefits package, staff are eligible to
receive a 50 per cent discount for childcare at the
nursery where they work and managers can
receive a 75 per cent discount. However, Asquith
would like to offer the scheme to those employees
who would be better off with the childcare
vouchers, for example lower-paid employees with
higher-earning partners, and would like to offer
the HCI scheme to all employees to work in
conjunction with its new training initiative. (Since
conducting this case study interview the
Government announced the abolition of the
Home Computer Initiative scheme).
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Performance-related pay

A new performance related pay system will be
introduced from October 2006. The system is
being implemented following a staff survey where
employees commented that they did not like staff
receiving an automatic pay increase irrespective of
their performance. In particular, the company
said that the staff survey highlighted employees on
or near the NMW who get automatic increases
every year regardless of performance.

The pay system is based on annual appraisals of
staff. Employees are assessed against key
competencies by managers every year and are
allocated a rating. Their pay increase is then
based on the performance rating they have been
awarded. Increases vary from 0O per cent for a
poor performer to 3 per cent for an excellent
performer. As there are employees on or near to
the NMW who are entitled to automatic
increases every year, the company is not able to
implement the performance pay scheme fully for
all employees.

Bonus payments

Asquith has also introduced a bonus payment of
up to 10 per cent of salary payable in April 2007.
Employees are eligible for a bonus if they work in
a nursery that has met its key targets. The share of
the bonus, up to a maximum of 10 per cent of
salary, depends on the length of time they have
been in their post. The company hopes that by
implementing the scheme, employees will feel like
they have more control over their pay.

Looking forward to October 2006

Asquith said that as the increase in the NMW to
£5.35 an hour had been anticipated for some
time, it was able to plan well ahead for the
uprating, and therefore it is not likely to be as
adversely affected as in previous years.
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4. The hotel sector

® The uplift in the NMW to £5.05 in October 2005 affected two thirds of the respondents to the survey of

20 hotels and hotel chains.

® Three-in-ten hotels increased the pay rate of more experienced or supervisory staff to maintain

differentials.

® The lowest rate of pay for adults is £5.05 in most respondent hotels.

® Adult rates are paid from 18 years at over half of the hotels in the survey.

This section is based on the results of a survey of
pay and conditions in the hotels sector carried out
in October/November 2005, as well as other
information on the sector gathered during 2005 by
IDS in our usual pay research. The survey asked for
information on pay rates and conditions, benefits,
the impact of the NMW, recruitment and
retention, live-in staff and training. We received
survey responses from 20 hotels and hotel groups
across the UK, together employing around 13,000
permanent and 7,000 casual employees.

The survey found that the uprating of NMW in
October 2005 affected over two-thirds of
respondents, with a third increasing the pay rates
of more experienced or supervisory staff to
maintain pay differentials. The majority of the
lowest basic pay rates were at £5.05 an hour and
within London the lowest rates ranged from
£5.05 to 5.42 an hour.

Basic pay rates

The survey asked for the hourly pay rates of 19
standard hotel jobs. Table 1 shows the average,
median and lower and upper quartile for each job
role. The lowest-paid jobs were waiters, bar
tenders, room attendants and luggage porters.
Luggage porters had the lowest median rate at
£5.06 an hour, followed by waiters (£5.12), room
attendants (£5.13) and bar tenders (£5.20). Pay
rates for these jobs did not vary much between
hotels, with just over three-quarters of hotels
paying between £5.05 and £5.30 an hour for
waiters and room attendants. Only one hotel, the
Dorchester in London, paid over £6 a hour for
both posts. Just over two-thirds of survey
respondents paid bar tenders between £5.05 and
£5.50 an hour, with only two hotels paying over £6
an hour. The pay rates for these roles also varied
the least by region, when comparing the South East
with the rest of the country (see table 2).

Pay rates for head chefs, restaurant managers and
sous chefs varied most between hotels, with
interquartile ranges of £6.78, £3.90 and £2.08
respectively. The interquartile range is the middle

50 per cent of the distribution. Hourly rates for
head chefs ranged from £11.75 to £36.23 (the
Dorchester). Restaurant managers’ pay varied
from £5.05 to £6.65 (the Dorchester) and sous
chefs’ pay ranged from £6.50 to £15.35 (the
Langham). In general, the higher rates were found
in 4 or 5 star hotels in London, which reflect the
greater competition for highly-skilled employees,
and also the higher cost of living in London.

Pay rates for head chefs varied the most by region,
with median hourly rates in the South East £5.79
higher (41 per cent) than outside the South East,
followed by restaurant managers, who earned 28
per cent more an hour in the South East region.
Luggage porters’ pay rates varied the least
geographically, with median pay rates in the
South East only 1 pence higher than median rates
outside the South East region.

Pay progression

Performance was the most commonly cited
criterion for pay progression of non-supervisory
staff. Around a quarter of survey respondents said
that they based pay progression on performance
alone, with the combinations skill and
performance and length of service being the next
most-cited criteria.

Pay settlements in the hotel sector

In the twelve months up to December 2005, IDS
monitored 22 pay settlements within the hotel
sector, covering a total of 20,800 employees. The
average pay settlement was 2.9 per cent, and the
median was 3 per cent. Half of the recorded
settlements were at the median 3 per cent. Just
over a third were at 2.5 per cent and only two
hotels gave increases worth more than 3 per cent.

The highest pay settlement was at the Melia White
House, where 74 casual employees were awarded
5 per cent, from 1 October 2005. This is largely
driven by the increase in the NMW and also by
the introduction of pay scales at the hotel. In
January 2005, non-casual staff with more than six
months’ service who had not been promoted or
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Table 1 Basic pay rates for hotel staff

Job Average pay rate Lower quartile
£ph £ph

Restaurant and bar

Waiter/ress 5.23 5.05

Head waiter 6.92 6.0

Restaurant manager 11.36 9.13

Bar tender 5.37 5.05

Bar supervisor 6.60 6.00

Housekeeping

Room attendant 5.27 5.05

Housekeeper 7.91 6.60

Kitchen

Commis chef 5.51 5.05

Chef de partie 7.24 6.80

Sous chef 10.19 8.80

Head chef 17.23 13.21

Front-of-house

Luggage porter 5.26 5.05

Head porter 7.97 6.33

Receptionist 5.93 5.42

Head receptionist 8.38 717

Leisure centre

Leisure centre 5.73 5.05

attendant

Leisure centre 6.99 6.24

supervisor

Hair and beauty

Hairdresser 5.83 -

Beautician 6.58 6.28

Source: IDS 2005

subject to a structural review received increases of
1.86 per cent. Permanent staff received 3 per cent
in January 2006. Hilton UK Hotels, which is one
of the largest hotel groups that responded to the
year’s survey, awarded 2.5 per cent to its 7,000
employees (excluding those on the NMW), from
1 January 2005.

Effect of the October 2005 NMW rise

Over two-thirds of the hotels surveyed reported that
they had to raise pay rates in order to comply with
the October 2005 increase in the NMW. This is a
larger proportion than in our previous survey in
2004, where just under half of respondents had had
to increase pay rates to comply with the October
2003 NMW uprating. Only six of the 20 hotels, that
responded, said that they did not have to raise rates.
At three-fifths of the respondent hotels, the lowest
rate of pay for an adult permanent employee was
£5.05 an hour. The increase in the NMW had the
greatest effect at the De Vere Grand Harbour Hotel
and the Crieff Hydro Hotel, where the rates for all
of their staff members were increased.
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Median Upper quartile Number of
£ph £ph employers
5.12 5.30 18
6.72 7.15 14
11.59 13.03 17
5.2 5.54 19
6.25 7.13 18
5.13 5.30 17
7.69 8.72 17
5.30 5.94 19
7.00 7.96 19
10.35 10.88 19
14.68 19.99 16
5.06 5.30 18
7.27 9.13 14
5.63 6.18 19
7.69 9.13 18
5.27 6.41 10
7.00 7.40 6
5.89 -

6.70 6.89 7

The pay rates of room attendants had to be
increased in just under a third of hotels. Luggage
porters’ pay rates were increased in around a
quarter of hotels, and a fifth of respondents
increased the pay rates of waiting staff. Other
common jobs affected were kitchen porters and
bar staff. Most hotels that had to increase basic
pay raised rates from £4.85 to £5.05 an hour in
order to meet the new NMW. Two hotels, the
Melia White House and the Rembrandt Hotel
raised rates above the NMW, to £5.10 and £5.13
an hour respectively. The raising of basic pay rates
to meet the NMW increased total pay bills by
between 0.83 per cent (at the Selsdon Park Hotel
and Golf Club) to 9 per cent (at Weetwood Hall
conference centre and hotel), with the median
paybill increase being 3 per cent. The Gleneagles
Hotel reported that the NMW increase will affect
staff accommodation charges.

Age that adult rate is paid
Only three of the hotels used the NMW structure

of paying the development rate for those
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Table 2 Median basic pay rates by region

Job Median in London and South East Median outside South East

£ph £ph
Waiter/ress 5.17 5.05
Restaurant manager 12.51 9.80
Bar tender 5.31 5.15
Room attendant 5.20 5.05
Housekeeper 7.69 7.57
Commis chef 5.67 5.15
Sous chef 10.58 8.80
Head chef 19.99 14.20
Luggage porter 5.06 5.05
Head receptionist 7.70 7.67
Source: IDS

employees between 18 and 22 years old, and then
the full adult rate at 22. Over half of the hotels
paid adult rates at 18 years old, with one hotel,
the De Vere Grand Harbour Hotel paying the full
NMW from 16 years old.

Action to maintain differentials

We asked whether hotels had raised pay rates for
more experienced or supervisory staff in order to
maintain differentials after the October 2005
increase. Three-in-ten survey respondents
reported that they had increased pay rates for
more senior staff. This is similar to the findings of
our last hotel survey. Hilton UK Hotels reported
that supervisor differentials have been eroded
away ‘quite seriously’, having a ‘massive impact
on retaining/attracting this level of colleague’. At
Creiff Hydro Hotel all supervisory staff were
given a minimum 2 per cent increase, and at the
De Vere Grand Harbour Hotel, where supervisory
staff were typically awarded 3 per cent, in order to
go some way to maintain pay differentials.

Probationary pay

There was a probationary or starter rate of pay used
at a quarter of the hotels in our survey. For example,
at the Creiff Hydro Hotel, where employees under
the age of 22 are paid a probationary rate of £4.60,
which increases to £5.05 after 12 weeks. Most
hotels (three-quarters) have a probationary period
for their staff, usually about three months. The
shortest probationary period (one month minimum)
was at the Ruskin Hotel. At the Dorchester, the
probationary period is dependent on the type of
employee, three months for staff and six months for
management. Six months was the longest recorded
probationary period.

Night-work premium
Twelve out of the 20 survey respondents said they
paid a premium for night-work. The premiums

were paid in two main ways. About half of
organisations pay a flat rate for those who work
at night, for example, at the Lumley Castle Hotel,
night kitchen porters receive £25 a week on top of
their salary and night porters are paid £1,800
more a year than day porters. And the Balmoral
Hotel pays £500 a month to night workers. The
other half pay a premium for those hours worked
at night. For example, food and beverage staff at
the Weetwood Hall Conference Centre and Hotel
receive an additional 30 pence an hour for every
hour worked past midnight and staff at the De
Vere Grand Hotel receive a 30 per cent premium
for hours worked between 11 pm and 7 am.

Benefits

All respondents to the survey said they provided
benefits for staff. Three-quarters provide free
meals. Just under three-quarters provide staff
discounts on rooms, restaurants and shops within
the hotel. One-in-five respondents offer free use of
leisure facilities, including spas, beauty therapists,
chiropodists and gyms. Around one-in-six hotels
offers a pension scheme. Only one hotel provides
life assurance. This was also the case for dental,
optical and private medical care.

We also asked whether the hotels paid sick pay
and maternity pay above the statutory minimum.
Of the 18 hotels who answered the question, four
said they paid more than the minimum maternity
pay, and 70 per cent of respondents said they paid
more than the minimum sick pay. Crieff Hydro
Hotel offers the company sick pay scheme to
employees with more than one year’s service. The
Richmond Hill Hotel offers a company sick pay
scheme after six months’ service.

Bonus and incentive schemes

All but two of the hotels in our survey operated a
bonus or incentive scheme. For about three-fifths
of the schemes, payments are based on sales, with
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profit and performance-related payments being
the next most common measure. In some hotels,
different types of staff have different criteria. For
example, at Hilton UK Hotels, heads of division
receive a bonus based on profit, service and
people management, whereas staff receive a bonus
based on sales. And at the Langham Hotel, food
and beverage staff receive a bonus based on
service charge, while trainers receive a bonus
based on progress. The Crieff Hydro Hotel has a
share option scheme and also operates payments
for guest mentions.

Hours and holidays

At three-quarters of hotels, the basic holiday
entitlement was 20 days a year. The Lumley
Castle Hotel and Gleneagles Hotel offered the
highest basic entitlement at 30 days a year. Only
two hotels mentioned that holiday entitlement
rose with service. Employees at Shire Hotels
receive 20 days’ basic holiday, which increases to
25 days after five years’ service.

The most common basic working week was 40
hours. Kitchen staff were the most likely to work
over 40 hours a week, with head chefs at just
under a third of hotels working over 40 hours a
week. Restaurant managers were also reported to
work over 40 hours a week. The survey found that
48 hours was the longest working week in the
survey, worked by kitchen staff and housekeepers
at some hotels.

Live-in staff

Eight out of the 20 hotels surveyed had some live-
in staff, ranging from 1.5 per cent of the workforce
at the De Vere Grand hotel to 35 per cent at the
Selsdon Park Hotel & Golf Club. The amount
deducted for accommodation in the hotels
surveyed ranged from £20 a week to £70 a week.

Recruitment and retention

Staff turnover rates varied between 4 per cent at
the Beardmore Conference Hotel to 65 per cent at
the Crieff Hydro Hotel. Several hotels mentioned
that turnover was very volatile. Three-quarters of
the survey respondents reported turnover rates of
over 30 per cent, and the median was at 40 per
cent. However, half of the hotels cited that their
turnover rates had fallen over the last year, with
only one hotel reporting that it had risen.

Just under two-thirds of respondents said they
were having difficulties recruiting or retaining
staff, with over one-third reporting problems
recruiting and retaining chefs and other kitchen
staff, waiting staff and other food and beverage
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staff. Housekeeping, junior and senior
management, supervisory staff, security, beauty
and experienced restaurant staff were also roles
identified as hard-to-recruit. Of the 13 hotels that
mentioned recruitment and retention problems,
six had made adjustments to pay and benefits in
the previous twelve months. For example, trainee
managers at the Crieff Hydro Hotel are now
immediately put onto the benefits package for an
assistant head of division position (free leisure
membership and 50 per cent of meals). Selsdon
Park Hotel & Golf Club has introduced a sales
incentive to help with the recruitment and
retention of food and beverage staff. The
Balmoral Hotel has increased housekeeping
salaries, reviewed staff welfare, and has improved
staff retention.

Training and modern apprenticeships

Just under two-thirds of hotels said they
provided training programmes to address skills
shortages. NVQs were common, with a quarter
of hotels mentioning the qualifications as part of
their training package for staff. Three-in-ten
hotels offered in-house training and a quarter
provided training and development programmes
for managers. For example, the Melia White
House Hotel provides training programmes for
front line staff and also management
development programmes.

Almost half of the hotels in our survey provide
modern apprenticeships in-house. Most
apprentices are male and the majority are training
to be chefs, although some hotels provide

Pay structure at the Ashdown Park Hotel,
East Sussex

Job £pa Equivalent £ph
Attendant 11,290 5.41
12,100 5.80
15,200 7.29

Bar tender

Bar supervisor

Commis chef 11,800 5.66
Chef de partie 16,850 8.08
Sous chef 20,000 9.59
Housekeeper 14,500 6.95
Leisure centre worker 12,000 5.75
(attendant)

Leisure centre worker 15,500 7.43
(supervisor)

Porter 12,100 5.80

12,290 5.89
10,800 5.18
16,200 7.77

The basic working week is 40 hours and employees are
entitled to 20 days’ holiday a year.

Receptionist
Commis waiter/waitress

Head waiter/waitress
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apprenticeships for housekeepers, restaurant and
bar staff, receptionists and management.
Apprentices’ pay rates vary between hotels. The
Dorchester pays its trainee chefs £5.40 an hour in
the first year, £5.68 in the second year, £5.96 in
the third year and £6.23 in the fourth year of an
apprenticeship. The Montcalm Hotel Nikko pays
£11,000 a year to receptionist and food and
beverage apprentices. The Langham Hotel pays its
chef apprentices £6,000 a year, while the
Richmond Hill Hotel pays its apprentices the
same as permanent employees.

Respondents to the survey

Beardmore Conference Hotel Clydebank
Crieff Hydro Hotel Perthshire
De Vere Grand Harbour Hotel Southampton
Gleneagles Hotel Perthshire

Various locations
across the UK

Hilton UK Hotels

Lumley Castle Hotel Durham
Melia White House Hotel London
Millennium Hotel London
Montcalm Hotel Nikko London
Novotel London West London
Rembrandt Hotel London
Ruskin Hotel Lancashire
Selsdon Park Hotel & Golf Club Surrey
Sheraton Grand Hotel & Spa Edinburgh
Shire Hotels Burnley
The Balmoral Hotel Edinburgh
The Dorchester London
The Langham Hotel London
The Richmond Hill Hotel Surrey
Weetwood Hall Conference Centre & Leeds

Hotel
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5. The social care sector

® A third of organisations responding to the IDS survey of the housing and social care sector had been

affected by the October 2005 NMW increase.

workforce.

with the previous year’s survey.

However, the numbers of staff directly affected was in most cases only a small proportion of the

The amount by which pay was raised to comply with the NMW was typically two pence an hour.

Lowest rates of pay were typically above the NMW, with a median of £5.40 an hour.

The median midpoint rate of pay for unqualified care assistants was £5.70 an hour.

The median rate of pay for unqualified care assistants rose by 6.5 per cent in the private sector compared

® No organisation had changed its staffing structure in response to increases in the NMW.

The November 2005 IDS survey of pay and
conditions in the housing and social care sector
garnered 123 responses. Most of the
organisations which replied operated in the not-
for-profit sector (97) with 21 operating in the
private sector. The number of people employed by
organisation varied widely from two people to
8,014 and the total number of employees covered
by the survey was 54,670. Our findings showed
that the vast majority of staff were employed on
permanent contracts and that over two-thirds
were women. Around one third of all staff worked
part-time. The survey contained a section with
specific questions on the impact of the NMW.

Lowest rates of pay

Our analysis of the lowest rates of pay for an adult
permanent employee among 122 responses gave
an average rate of £5.75 and a median of £5.40,
well above the NMW (see below). However, at a
quarter of organisations the lowest rate was equal
to the NMW of £5.05 an hour.

Age-related rates of pay

Only 12 organisations in our sample told us that
they had differential rates of pay based on age.
However, at only two organisations was the adult
rate paid at the age of 22. At the rest the adult rate
was paid between the ages of 17 and 21. This
either means that few organisations are using the
possibility of deferring payment of the adult rate
until age 22 or that organisations are employing
few people to whom youth rates would apply.

Impact of the October 2005 NMW uprating

One-in-three organisations had had to raise pay
rates in order to comply with the October 2005
rise in the NMW. In our previous survey only one-

in-four organisations had had to raise rates to
comply with the October 2004 NMW.
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Age at which adult rates apply

Number of organisations with age  Age

related pay
1 17
7 18
1 19
3 21
2 22
employees (£ph)
Lowest 5.05
Lower quartile 5.05
Median 5.40
Average 5.75
Upper quartile 5.85
Maximum 10.90

In terms of the number of employees directly
affected by the rise in the NMW these ranged
from just one employee at Forward Living,
Headrow Housing and Eastland Homes to 100
at Mencap. Over 10 per cent of the workforce
was affected in about a third of those
organisations needing to raise their minimum
rates. In three of these organisations more than a
third of employees had received an uplift in pay
— typically worth 20 pence an hour. In the other
organisations the average uplift to pay was 16
pence per hour but the median value was much
less, at 2 pence per hour. The jobs typically
affected were domestics, cleaners, unqualified
care and kitchen assistants and horticultural
workers.

Very few respondents (one-in-ten) had taken
action to restore differentials between the lowest
grade and more senior grades following the rise in
the NMW. A few organisations commented that
‘differentials are slowly diminishing’.
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Changes to staffing structures

There were 114 organisations who replied to the
question on whether or not they had made
changes to their staffing structure. Around one
quarter said they had, but none of these said that
the changes were in response to the increase in the
NMW.

Pay levels for care assistants

The findings of the survey on basic pay indicated
that both the NMW and the Care Standards Act
are contributing towards an above-average
increase in pay rates at the unqualified and NVQ2
levels. The Care Standards Act introduced a target
figure of 50 per cent for the proportion of
qualified staff in the social care sector by the end
of 2005.

The survey found that an unqualified care
assistant employed in either the private or the not-
for-profit sectors is paid on average £5.94 an
hour. The median rate of pay is £5.70 an hour, an
increase of 3.8 per cent compared with 2004.
These rates are the midpoints for these roles, not
the starting rates. Although the private sector
median midpoint pay rate is lower at £5.43, this
represented an increase of 6.5 per cent on the
private sector median for 2004. This larger
increase for the private sector may in part be
accounted for by above-average increases
prompted by the changes in the NMW. This
would have affected the private sector more, since
it is more likely to be paying at or close to the
minimum wage as evidenced by the fact that a
quarter of companies pay starting rates of
between £5.10 and £5.15 an hour.

In the not-for-profit sector, above-average
increases in the median midpoint were also found
at the NVQ2 level. This was £6.32 in 2005
compared with £5.96 an hour in 2004, an
increase of 6 per cent.

Skill differentials
Pay progression is often tied to staff gaining
qualifications, and this is shown clearly in the

aggregate pay figures for the different levels of
skills/responsibility. For example, an NVQ2-
qualified care assistant receives 8 per cent more at
the median, compared with an unqualified care
worker. Similarly, an NVQ3-qualified care
assistant receives 7.6 per cent more at the median,
compared to an NVQ2-qualified care worker.

An analysis of changes in skill differentials in the
not-for-profit sector between 2004 and 2005
shows a significant narrowing in the differential
between NVQ3 and NVQ2-qualified staff in the
not-for-profit sector. The current survey found
NVQ3 staff received 8.5 per cent more at the
median midpoint, compared to NVQ2-level staff.
In the 2004 survey the gap was 13 per cent. At the
same time the differential between NVQ2 and
unqualified staff increased from 3.5 to 5 per cent.

Similarly, higher increases in the private sector
arising from NMW pressure have narrowed the
differential between NVQ2 qualified and
unqualified staff. In 2004, the median midpoint
salary for an NVQ2-qualified care assistant was
6.5 per cent more than the median midpoint pay
rate for an unqualified care assistant. In 20035, this
differential has narrowed to 3 per cent.

Our findings also showed marked differentials in
pay rates according to job role. Support workers
with an NVQ qualification in the not-for-profit
sector receive about 15 per cent more at the
median of midpoint rates of pay, compared to
similarly-qualified care assistants. The differential
is even higher at 19 per cent between unqualified
support workers and unqualified care assistants.
Support workers are typically employed in the
care of children and adults with mental health
problems or with learning difficulties.

Ancillary workers

Although cleaners receive £5.50 an hour at the
median, a quarter of private sector organisations
had rates of pay of between £5.05 and £5.15 an
hour.
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6. The leisure sector

® The NMW set the lowest rate of pay in just under half of the companies who replied to our survey.

® The October 2005 increase to the NMW had affected a significant proportion of the workforce in over a

third of organisations.

® More organisations would be affected by the 2006 uprating to the NMW than were in 2005.
® Some organisations had taken action to restore differentials between those on the lowest rate and higher

grade.
® A minority of organisations pay youth rates.

In this survey, we contacted 62 organisations by
telephone during February and March 2006. Of
these 38 were sent questionnaires from which 13
responses were received from a range of medium
and large sized employers operating in the
sector, including Center Parcs, Whitbread,
Leeds Castle, Virgin Holidays, Alton Towers,
Castle Leisure, Chessington World of
Adventures and the NAAFI.

Complying with the 2005 increase

Nearly half of the respondents (6) told us that
they had had to raise pay rates in order to
comply with the October 2005 increase in the
NMW. These included Whitbread, Chessington
World of Adventures and Fred Olsen. Most had
raised their minimum rates from £4.85 to £5.05
though the Ambassadors Theatre Group (ATG)
had raised their’s from £4.96 to £5.14 in order to
comply with a pay agreement negotiated with
BECTU for theatre workers in London. This
agreement always complies with the minimum
wage and in addition every April ATG’s regional
pay increases (also negotiated with BECTU)
anticipate any October increases in the NMW.
At the NAAFI minimum rates were increased
from £5.00 to £5.05.

Proportion of workforce affected

In two organisations, Fred Olsen and Chessington
just 2 per cent of the workforce had been affected
by the 2005 rise in the NMW but in two others,
including the ATG, the whole workforce has been
affected. As for the remaining organisations, the
proportions were 25, 35 and 40 per cent. The jobs
typically involved were front-line staff such as
trainees at Fred Olsen, catering and stewarding
staff at Leeds Castle and waiting, cleaning and
kitchen staff at Whitbread.

Raising rates above the minimum wage

Two organisations Center Parcs and Alton
Towers said that they had raised their minimum
rates in order to be above the NMW. In the case
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of Center Parcs, the rise had affected around 45
per cent of the workforce, in particular cleaners,
bar staff, retail and leisure and ground assistants.
At Alton Towers, minimum rates had been
increased from £5.05 to £5.20, affecting some 75
per cent of the workforce mainly in customer-
facing roles.

The October 2006 increase

Ten organisations said they would be directly
affected by the next increase in the NMW to
£5.35. Three said that they would increase rates
to stay above the NMW. These included Center
Parcs which would normally have increased the
lowest rate by 3 per cent but would now need to
apply 4 or 4.5 per cent in order to remain above
the NMW. Similarly, Alton Towers plans to
increase rates by 15 pence per hour to stay above
the NMW. One organisation, Chessington World
of Adventures said that it would anticipate the rise
to £5.35 by applying it from July 2006.

Of the remaining respondents, four will have to
raise the pay rates of staff currently on the
NMW. This will involve 600 employees at one
organisation and at Whitbread it will affect
around 45 per cent of the workforce. Whitbread
then plans to review differentials with other
roles and, if possible, make adjustments. At
NAAFI all employees in the UK below
supervisor grade will be directly affected. We
were told by Leeds Castle that some rates
formerly above the NMW would, from October
2006, be at the level of the NMW. And the
Ambassadors Theatre Group said that the new
NMW would act as a benchmark for their
union negotiations.

Current lowest rates of pay

The current lowest rate of pay in the organisations
surveyed ranged from £4.25 (the youth rate at
Whitbread) to £6.71 at Littlewoods. However,
just under half of respondents had set their lowest
rate of pay at the NMW level of £5.05.
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Current lowest rates of pay by organisation
(€11)

Whitbread 4.25 (youth rate)
Fred Olsen 5.05

Leeds Castle 5.05
Anonymous 5.05/5.25
Chessington World of Adventures  5.05

NAAFI 5.05

The Ambassadors Theatre Group  5.14

Center Parcs 5.15/5.32 ( in the

South)
Alton Towers 5.20
Castle Leisure 5.35
Holiday Extras 5.65
Virgin Holidays 6.00

Littlewoods Gaming 6.71 (but nobody on

this rate at the
moment)

Youth rates

Five of the thirteen organisations who replied paid
youth rates. Whitbread paid a minimum of £4.25
an hour to all workers under the age of 22 and at
NAAFI the youth rate paid was £4.85. At Leeds
Castle youth rates were £3.75 for 16- to 18-year
olds and £3.86 for 18- to 21-year olds. Holiday
Extras did away with youth rates in 2002.

Action to restore differentials

Five respondents told us that they had taken
action to restore differentials between those on
the lowest rates of pay and those earning more. At
the NAAFI the supervisors’ rate of pay had been
increased in order to maintain the differential over
the assistants’ level of pay. The differential had
originally been 21 per cent but would have eroded
to just 6 per cent by October 2005 without action.

It has now been set at 10 per cent and will be
maintained as further increases in the NMW are
implemented. The planned October 2006 increase
in the NMW means that a review of managers’
pay will take place with a view to restoring
managers’ pay differentials with supervisors. At
Center Parcs a lot of work had been done in 2005
on the team leader/supervisory grades in retail in
order to retain differentials. This year the same
approach will be extended to those same grades in
other parts of the business. Similarly, Whitbread
has adjusted pay scales and awarded
performance-related pay increases where
appropriate in order to maintain differentials.

Changes to staffing structures

Only two respondents told us that they had made
changes to their staffing stucture in response to
the NMW. One of these was Castle Leisure which
said that the change was designed to retain a
meaningful differential between Castle Leisure
rates of pay and the NMW in order to aid
recruitment. The other was Whitbread, where
base levels of pay for certain roles had been set at
the minimum wage with incremental increases for
other members of staff set in relation to this.
Although Whitbread had reviewed how tips and
gratuities are awarded in the business, so far they
had not changed their policy.

Although Center Parcs had not changed its
staffing structure the company told us that it tried
to differentiate itself from other NMW employers
by offering fair policy and practice on overtime
(Centre Parcs employs a lot of part-timers and
pays them enhanced rates for overtime) and by
offering bonus schemes and profit shares.
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7. Minimum rates of pay in the public sector
. Keypoims |

® Minimum pay rates for 2005 in local government, the NHS and education were mostly between £5.60

and £5.90 an hour.

® Starting rates in central government departments are higher; the median starting salary across the civil

service was £12,264, equivalent to £6.36 an hour.

® Where rates have been set or offers made for 2006, minimum rates are around £6.40 in large
government departments, £5.80 in local government, and £6.03 in the NHS.

Minimum rates in the public sector have
continued to rise strongly, maintaining lowest
rates well above the NMW.

Our table of minimum starting salaries in 32
public sector organisations shows most were
between £11,200 to £12,700 for 2005/06
(equivalent to £5.80 to £6.60 an hour). The
median starting rate was £6.22 an hour. The
lowest rates were found in local government, and
the highest rates in the civil service. For the large
public sector groups in the NHS and local
government the starting rates set in 2005 are at
least 60 to 80 pence an hour above the NMW of
£5.05.

Local government

Within local government in England and Wales,
the minimum rate for the lowest-paid staff was
increased by 2.95 per cent to £5.64 an hour, in the
second year of the three-year deal from 1 April
20035, and rose to £5.80 an hour from April 2006.
Under the three-year deal minimum rates are to be
increased by the same level as all other grades,
unlike in the previous deal which spanned two
years from April 2002 and gave employees on the
lowest grades higher percentage rises. In Scotland,
minimum rates were increased to £5.53 an hour

from April 2005 in the final year of a two-year
deal.

NHS

Under the new Agenda for Change pay structure
in the NHS the new band 1 minimum rate is £5.88
an hour from April 2005, equivalent to £11,494 a
year. NHS staff began transferring onto the new
pay structure from 1 December 2004, and now
almost all staff have been transferred. The pay
review agreed from 1 April 2006 yielded a rise of
2.5 per cent, and lifts the minimum rate to just
above £6 an hour.

Civil service
In the civil service, minimum rates of pay vary
considerably between departments. Lowest pay
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rates range from £10,634 a year for
administrative assistants at the Meteorological
Office to £14,083 at the Department for
Environment, Food and Rural Affairs. This is a
difference in pay of just under £3,500 a year. The
median across the largest civil service departments
was £12,264 a year, equivalent to £6.36 an hour
for a 37-hour working week.

The shortening of pay bands by increasing
minimum rates has been a key feature of pay deals
within the civil service for the last few years. For
example, HM Revenue and Customs raised its
minimum rate by 12.7 per cent from 2005. The
Home Office increased its minimum rate by 6.4
per cent, and the Foreign Office by 10.4 per cent.
The three-year deal at the DWP increases the
minimum entry rate for the lowest grade by a total
of 15.9 per cent over the three years to July 2007.

Education

In pre- and post-1992 universities, basic pay
rates were increased by 4.63 per cent and 4.79
per cent for manual and ancillary workers
respectively, from 1 August 200S5. This increased
the minimum rate to £5.70 an hour in the post-
1992 universities and to £5.52 in the pre-1992
universities. There is a model harmonised pay
structure in place that covers both pre- and post-
1992 universities, which all universities are due
to move onto by 1 August 2006. The minimum
rate under the harmonised structure is £5.58 an
hour for a 38-hour week, equivalent to £11,060
a year, effective from 1 August 2005.

Within the education sector, minimum rates for
2005 were between £5.48 and £5.70 for the
lowest grade — cleaners or catering assistants. The
lowest rate, of £5.48 an hour, is paid to these staff
in Further Education Colleges. There is a
commitment to move towards £6.06 an hour
within FE colleges, although a settlement has yet
to be finalised on the 2005 review. The highest
starting rate is in post-1992 universities, where
staff on the lowest grade receive £5.70 an hour.

IDS -« June 2006



Minimum rates of pay in the public sector

Bargaining group

Local government

Local Government Services NJC School cleaner, cook,

(E&W)

Scottish Joint Council for Local
Government Employees

NHS Agenda for Change

Job examples

care assistant

School cleaner, cook,

care assistant

Band 1 (covering jobs including catering assistant,

domestic assistant, finance clerk, healthcare science

support worker, porter)
Central government
ACAS

Armed Forces’ Review Body
Cabinet Office

Crown Prosecution Service
DEFRA

Department for Culture

Department for Education and

Skills

Department of Trade and
Industry

Driver and Vehicle Licensing
Agency

Department for Work and
Pensions

Environment Agency

Foreign and Commonwealth

Office

Forestry Commission

Highways Agency
HM Land Registry
HM Treasury

HM Revenue & Customs

Home Office

Met Office

Ministry of Defence

National Assembly for Wales
Northern Ireland Civil Service

Office of the Deputy Prime
Minister

Prison Service

Vehicle Operator Services
Agency

Education
Post-1992 universities
Pre-1992 universities

Further Education colleges

Sixth form colleges

*36 hours a week in London.

Admin assistant
Private

Admin assistant
Admin assistant
Admin assistant
Admin assistant

Admin assistant

Admin assistant

Admin assistant

Admin assistant, typist

Admin assistant

Admin assistant

Admin assistant, support

staff

Admin assistant

Registration assistant

Admin assistant

Security officer, clerical
assistant, telephonist

Admin assistant
Admin assistant
Admin assistant
Admin assistant
Admin assistant

Admin assistant

Prison auxiliary

Admin assistant

Grade 1 ancillary worker

Cleaner, catering worker

Cleaner, catering
assistant

Cleaner

Current rate

£pa

10,872

10,671

11,494
(min)

11,918
13,866
13,442
12,192
14,083
13,029
12,264

12,700

11,500

11,750

11,771
12,735

12,000

12,598
13,588
13,989
12,000

12,248
10,634
11,220
12,683
11,209
13,950

11,290
12,617

11,307
10,940
10,563

10,805

£ph

5.64

5.53

5.88
(min)

6.18

6.97
6.32
7.30
6.75
6.36

6.58

5.96

6.09

6.10
6.60

6.22

6.53
7.04
7.25
6.22

6.35
5.51
5.82
6.57
5.81
7.23

5.55
6.54

5.70
5.52
5.48

5.62

Effective
date

1 Apr 2005

1 Apr 2005

1 Apr 2005

1 Aug 2005
1 Apr 2005
1 Aug 2005
1 Apr 2005
1 July 2005
1 Aug 2005
1 Apr 2005

1 Aug 2005
1 Aug 2005
1 July 2005

1 July 2005
1 Apr 2005

1 Oct 2005

1 Aug 2005
1 June 2005
1 Aug 2005
1 June 2005

1 July 2005
1 July 2005
1 Aug 2005
1 Apr 2005
1 Aug 2005
1 Aug 2005

1 Apr 2005
1 Aug 2005

1 Aug 2005
1 Aug 2005
1 Aug 2004

1 Sept 2005

Rate in 2006 (if agreed)

£pa

11,193

11,781

12,340

13,711 (2006)
14,732 (2007)

12,367 (2006)
12,734 (2007)

12,561

£ph

5.80

6.03

6.39

6.41 (2006)
6.60 (2007)

6.51

IDS - June 2006

Basic
weekly
hours

37

37

375

37>

37*
37

37>
37*
37*

37*
37
37

37
37*

37

37
37*
37

37>
37
37*
37
37
37

39
37

38
38
37

37

11
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