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Executive Summary 
• There are 51,524 convenience stores in mainland UK, employing 407,000 staff , 

contributing £37.7bn in sales to the economy and adding £5bn in gross value added. 

• Convenience stores are rated by consumers and councillors as being the second 
most positive high street service, behind only Post Offices – many of which are 
housed in convenience stores. 

• These shops are under pressure from a range of sources, including employment 
costs increases, business rates and the proposed devolution of Sunday trading 
regulations to metro mayors and local authorities. 

• The proposed £7.20 National Living Wage (NLW) in April 2016 will lead to retailers 
delaying investment and business expansion, changing pay structures, reducing staff 
hours and numbers, seeing their business become less competitive, increasing 
product costs and in some cases closing their business or stores within their estate. 

• The closure of sites and loss of investment in stores would lead to a decline in the 
range of services and essential products available to local communities, particularly 
in more remote rural or deprived urban areas. 

• Future increases towards £9 per hour by 2020 will exacerbate the negative impact of 
the NLW.  

• ACS recommends a freeze in the National Minimum Wage (NMW) for 2016 (or an 
increase by no more than the rate of inflation). 

• ACS also calls for the Low Pay Commission (LPC) to review the impact of the 2016 
NLW rate before making a recommendation for the 2017 NLW rate. 

• ACS proposes that the LPC be given more power and scope, as well as wider terms 
of reference for recommending all future wage rates. 

Introduction 
About this submission 

ACS (the Association of Convenience Stores) welcomes the opportunity to provide evidence 
to the Low Pay Commission (LPC).  

ACS has used a range of data sources to inform this submission to the LPC. This includes 
ACS’ Local Shop Report 2015 which details employment figures and a breakdown of 
employees in the sector, plus information on store numbers, sales and future trends in the 
market. Data from ACS’ Voice of Local Shops (VOLS) survey is also included in this 
submission. These quarterly surveys collect data from 1,210 retailers on confidence, 
employment and investment.  



ACS has also completed a bespoke survey of members specifically to inform the LPC’s 
review of the 2016 National Minimum Wage (NMW) rate and the impact of the National 
Living Wage (NLW). The survey is of 102 businesses representing a total of 5,194 stores 
across the convenience sector, employing 84,870 staff. In the survey, retailers were asked a 
range of questions, including which pay rates are used in their business, the impact 
increases have had on employment practices and recommendations for rates in 2016 and 
beyond. A full copy of survey questions is available in the appendix. 

This submission details retailers’ responses to wage increases in terms of staff employed 
and staff hours, the rates they use and other impacts employment cost rises. Data from the 
ACS VOLS survey will also highlight the striking effect that employment cost increases can 
have on independent retailers’ working hours. 

All data used in this submission is statistically valid and available to the Low Pay 
Commission on request for detailed scrutiny. 

Costs and issues faced by the sector 

In addition to the NMW and NLW, retailers face other significant operating costs which must 
be offset for the business to remain viable. Of these areas of concern for retailers, four are 
most relevant:  

Business rates 

Business rates have increased by 36% between 2004 and 20141 and the business 
community is united in the view that the business rates system is no longer fit for purpose. 
The system needs to be fundamentally reformed to flex more closely with changes in the 
economy and occupation of non-domestic property. ACS wants to see the system reformed 
so that it is fair for all businesses, internationally competitive and can be a tool to reward 
investment. There are many elements of the current system that discourage new business 
investment and rating schemes that do not reflect market or social value. The current system 
is bureaucratic and inefficient, characterised by many appeals and uncertainty over rating 
decisions, reflected by the fact that 32% of independent convenience retailers have 
challenged their business rates bill over the last five years2.  

Sunday trading 

The Chancellor announced in the 2015 Summer Budget that the government would consult 
on devolving Sunday trading hours to local authorities or elected mayors. Current Sunday 
trading regulations provide a small, but important, advantage for small retailers and are 
valued by the public as a good compromise in terms of social good, business needs and 
shop workers’ rights; this is why 76% of the public approve of the current regulations3. 

There is strong evidence that when Sunday trading laws are removed, trade is displaced 
from small stores to large stores. This will place more pressure on retailers’ sales and their 
ability to remain profitable. The August 2015 VOLS survey4 found that 23% of retailers who 
feel Sunday trading deregulation would have a negative impact on their stores would 
respond by cutting staff hours, while 5% would have to close their store. 

                                                
1 "Retail Price Index Since 1960." UK Retail Price Index since 1960. N.p., n.d. Web. 10 Sept. 2015. 
<http://swanlowpark.co.uk/rpiannual.jsp>. 
2 ACS VOLS, February 2015 
3 "ACS Sunday Trading Hours Survey 2015." ComRes, 10 Sept. 2015. Web. 10 Sept. 2015. 
<http://comres.co.uk/polls/acs-sunday-trading-hours-survey-2015/> 
4 ACS VOLS, August 2015 



An ACS commissioned report5 by Oxford Economics models the potential impact of 
extending Sunday trading hours based on experiences of deregulation in 1994 and 2012. 
This research supports a hypothesis that extended hours would displace existing trade, and 
finds no compelling evidence to support the idea that extended hours would create or 
promote more trade. Furthermore, another Oxford Economics report6 for ACS in 2012 
estimated the value of sales lost by convenience stores due to temporary deregulation of 
Sunday trading hours over the Olympic Games period to be between £9.7m to £26m. 

Statutory Sick Pay 

Employers are no longer able to claim back the costs of statutory sick pay that has been 
paid to staff, which negatively impacts small businesses who cannot easily absorb the 
financial costs of paying both statutory sick pay and another wage. This forces employers to 
absorb the costs of paying sick pay in the long term. ACS’ 2016 Living Wage Survey showed 
the potential burden of statutory sick pay on convenience employers, with the average 
business experiencing employees taking a total number of 586 days off sick over the last 12 
months, equivalent to 36 days off sick per shop or 3.6 days off per employee. The economic 
cost of this is estimated to be around £2,770 for a typical shop per annum.7  

Auto-Enrolment 

Many large and medium sized businesses in the convenience sector have already 
introduced the automatic enrolment pensions in their business and 2014 saw the start of 
small independent retailers enrolling their staff. The introduction of these pensions is now 
starting to have a direct financial impact on the cost of employment in the retail sector that 
will grow substantially until the scheme is fully in place in 2018. 

Retailers are very concerned about both the additional cost that automatic enrolment will 
place directly on their wage bill but also the additional administrative costs. These costs, 
both in administrative and direct terms, are difficult to model as pay periods and 
administrative functions change from business to business alike the opt out rate. For 
independent retailers that have no central administrative function, there are significant 
concerns about how they will manage this process within their business.  

Economic and convenience sector background 

ACS’ Local Shop Report 2015 shows the vital role that local shops play in the economy, for 
example, by employing over 407,000 people, promoting entrepreneurship and providing a 
route to market for a broad range of goods and services.  

Employment 

The report shows that the convenience sector provides employment to people from a range 
of ages and backgrounds. 22% of employees are aged 16-24, 11% are aged over 60 and 
63% are women. The majority, 63%, work 30 hours a week or less, and staff turnover for the 
sector, defined as people employed for less than a year, remains low at 17%8. 

                                                
5 "Economic Impact of Sunday trading Reform 2015." Oxford Economics / ACS, Forthcoming 
6 "The Impact of Olympic Sunday Trading Liberalisation on Convenience Store Turnover." Oxford 
Economics / ACS, Nov. 2012 
7 This was calculated though inputting average earnings reported from the 2016 NLW Survey (£6.63) 
and hours worked (23.1 hours per week) into the gov.uk SSP Calculator 
(https://www.gov.uk/calculate-statutory-sick-pay) and multiplying this by the average number of staff 
for convenience stores in 2015 (7.91, as reported in the 2015 Local Shop Report, p22) 
8 ACS Local Shop Report 2015 



The convenience sector therefore breaks down into two broad groups of employees: those 
looking for long-term career opportunities and those looking for transitional employment. 
Individuals are able to join the convenience sector with little or limited training and advance 
through to higher-paid roles with significant responsibilities. The convenience sector 
recognises the importance of developing staff, with many shops offering training, for 
example, 35% of shops offer food safety training and independent stores alone offering first 
aid training to over 48,000 people. 

The convenience sector is also highly entrepreneurial. 75% of stores are independently 
owned (either as unaffiliated independents or as part of a symbol group). Additionally, 71% 
of independent convenience store owners are first time investors, and 36% of businesses 
are owned by family partnerships9. 

Growth 

Despite difficult trading conditions in the retail sector, the convenience sector continues to 
grow ahead of the rest of the market, with the sector forecast to grow by 3.2% per annum for 
the next five years10. The sector is currently estimated to be worth £37.7 billion in terms of 
sales11. Growth has been driven by a variety of factors, such as the increase in single 
person households and increases in the population’s working hours, meaning that people 
seek to shop little and often, with the average shopper using their local convenience store 
3.8 times per week12.  

This growth in the market is not shared equally across all businesses. Multiples have 
increased their market share by 13.1% between 2014 and 2015, whilst non-affiliated 
independent stores have seen their market share increase by just 0.5%13. 

Optimism 

The food sector in retail has experienced a decrease in sales performance overall, with sales 
values down by 0.8% in the year up to July 201514. With the rise in popularity of discount 
stores and long term price deflation15, retailers are forced to put more goods on promotion, 
in turn is squeezing retailers’ margins.  

  

                                                
9 ACS Local Shop Report 2015 
10 IGD UK Convenience in numbers 2015 
11 IGD UK Convenience in numbers 2015 
12 him! CTP 2015 
13 ACS Local Shop Report 2015 
14 ONS Retail Sales, July 2015  
15 British Retail Consortium (BRC) Nielsen Shop Price Index, August 2014 to August 2015 



Figure A:  BRC/ Nielsen Shop Price Index 

 

The latest business performance index from ACS’ VOLS survey shows that the net 
proportion of retailers who believe sales will increase in the coming year16 is at its lowest 
point in two years. This is likely due to the Summer Budget’s proposals to allow metro 
mayors and local authorities to deregulate Sunday trading. This reflects recent reductions in 
business confidence among other indices, such as the FSB’s Small Business Index17. This 
recent wave of pessimism is unsurprising given that, as a recent Resolution Foundation 
report18 points out, smallest firms are likely to suffer most as a result of the NLW. This report 
also points out19 that the NLW presents a particular challenge to labour intensive sectors in 
which staff costs are a larger proportion of overall costs. Convenience stores represent one 
such sector; the ACS Costs Barometer (discussed later) shows that after products for resale, 
employment costs are typically the largest expenditure for shops and account for between 
9% and 18% of overall costs. 

The announcement of the NLW appears to have made retailers less optimistic about the 
number of staff hours they will be able to offer over the next year, with the Staff Hours 
Optimism Index reaching its lowest point since over the last year and the drop in optimism 
being larger than at any point since February 2013. Data from the ACS National Living Wage 
Survey gives more detail on the nature and cause of this pessimism. 

  

                                                
16 Calculated as the proportion of retailers expecting an increase in sales minus the proportion of 
retailers expecting a decrease in sales, from ACS VOLS August 2013 to August 2015 
17 FSB Voice of Small Business Index Q3, 2015 
18 D'Arcy, C., and A. Corlett. Resolution Foundation. N.p., Sept. 2015. Web. 18 Sept. 2015, p26. 
<http://www.resolutionfoundation.org/wp-content/uploads/2015/09/NLW-II.pdf>. 
19 For a fuller discussion of this point, see page 20 of the report. 
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Figure B: Sales and Staff Hours Optimism Indices 

 

ACS National Living Wage Survey 
The annual ACS National Living Wage Survey (previously ACS National Minimum Wage 
Survey) has collected information from 102 businesses representing a total of 5,194 stores 
across the convenience sector, employing 84,870 staff. Retailers were asked a range of 
questions about the wage rates used in their business, the impact the NMW has had on 
employment practices and their recommendations for rates in 2016 and beyond. If not 
otherwise stated, all figures quoted in this section are from this survey. 

Fieldwork was completed online between 7th August and 1st September 2015 and data were 
weighted to be nationally representative of the UK convenience store sector in terms of shop 
ownership (i.e. independent versus multiple) according to figures provided by William Reed 
Business Media in 2015.20 The full list of questions asked in the survey is available in the 
appendix to this document. 

Wage Rates 

Retailers were asked to indicate the amount they paid their staff aged 21 or over who are not 
in a supervisory role. The average amount paid by convenience retailers was £6.65, 15 
pence higher than the current National Minimum Wage. Between 2013 and 2015, average 
pay in the sector increased by 15p, despite seeing a 31p increase in the National Minimum 
Wage over this period, strongly suggesting that an increasingly large proportion of staff are 
employed on the National Minimum Wage. Crucially, this implies that fewer employers have 
employment costs under their own control so when the NMW increases, their only option is 
to reduce staff numbers or staff hours. 

Retailers were also asked to state if they pay the youth or development rate for staff in their 
business. Only 4% used the apprentice rate, but 24% indicated that they use the under 18 
rate, and 29% use the 18 to 20 rate. A total of 4% use the apprentice rate, the under 18 rate 
and/or the 18 to 20 rate. Figure C below shows the trend in wage rates used by retailers 
from 2011 to 2014. 

  

                                                
20 For more information on these figures, see the methodology section of the 2015 ACS Local Shop 
Report (p22). 
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Figure C: Wage Rates Used By Retailers, 2011 to 2015 

 

In the past, many retailers have indicated that their policy is to pay all employees the full 
adult rate because all their staff are of equivalent responsibility. Some retailers, however, 
choose to pay the youth rate to staff who are unable to sell age restricted products, providing 
those staff who are able to do this a higher wage to reflect their additional responsibilities.  

The increased use of the 18 to 20 wage rate between 2012 and 2014, followed by a sudden 
drop in 2015 can be attributed to the rate’s slow growth relative to the 21 and over rate 
between 2012 and 2014 followed by a larger rise for the 2015 rate. This also reflects that 
retailers utilise the flexibility of being able to pay younger staff less than the full adult rate to 
offset large increases in employment costs. Taking this into account, it is likely that the 
introduction of the National Living Wage (discussed later) may have the unintended 
consequence of forcing a larger proportion of retailers to pay younger staff less than the over 
21 rate. 

Impact of NMW Increase 

As Figure D shows, retailers have seen an increasingly large gap between the actual 
National Minimum Wage and what it would be if the rate only increased at the rate of 
inflation. This gap has gradually become larger because for 11 out of the 15 years since the 
adult NMW rate was set, employers have had to absorb an above inflation increase. Overall, 
an inflation-linked adult NMW would have increased by £1.46, whereas the actual adult 
NMW has increased by more than double that (£3.10). Every above inflation increase in the 
NMW diminishes retailers’ ability to continue making savings in other areas to make up for 
this without the government offering any support to offset the increase.  
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Figure D: NMW if linked to inflation versus actual NMW21 

 

Figure E below gives results from the 2016 ACS National Living Wage Survey. It outlines 
how retailers respond to increases in the minimum wage, with almost all (78%) respondents 
indicating that increases in employment costs have led to changes in their business in some 
way22. 

Responses to this question also show a clear link between increases in the minimum wage 
and a reduction in paid working hours and staff numbers, with almost two thirds reporting 
that either or both have suffered as a result of increased employment costs. Additionally, 
minimum wage increases align with a negative effect on business competitiveness, with 46% 
of responses stating NMW rises have made their business less competitive. 

  

                                                
21 ONS. "Consumer Price Inflation." ONS, 14 July 2015. Web. 06 Sept. 2015. 
<http://ons.gov.uk/ons/rel/cpi/consumer-price-indices/june-2015/sum-cpi-june-2015.html>. 
22 Selecting one or more of the following options when asked about the impact of employment costs: 
“Close your business”; “Reduce the number of staff you employ”; “Reduce the hours you employ staff 
for”; “Increase the hours you work”; “Impact your business expansion or investment plans”; “Make 
your business less competitive”; “Affect pay structures within your business”; “Increase product costs”; 
“Reduce store opening hours”;  

    £3.60 

£5.06 

£6.70 

£0.00

£1.00

£2.00

£3.00

£4.00

£5.00

£6.00

£7.00

£8.00

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

Adult NMW if linked to inflation Actual adult NMW



Figure E: Responses to “Have increases in employment costs led to any of the 
following?” 

 

The survey also asked retailers why they may have laid off staff. Amongst those retailers 
who laid off staff within the past 12 months, 47% attribute this to an increase in employment 
costs, while 42% cite a reduction in sales. Crucially, the 2015 Summer Budget announced 
both the introduction of the NLW and the deregulation of Sunday trading regulations to local 
authorities or elected mayors. As mentioned previously, the temporary deregulation of 
Sunday trading during the 2012 Summer Olympics period was estimated to cause a loss of 
sales to convenience stores worth between £9.7m and £26m over just eight weeks.23 Taking 
this loss of sales as well as the cost of the increased NMW and NLW into account, it is likely 
that more convenience stores than ever will be forced into reducing the number of staff they 
employ.  

Retailer Low Pay 

By working more hours themselves, retailers take home a much lower pay compared with 
the hours they work. This is supported by 25% of shop owners working more than 70 hours 
per week and 20% of shop owners taking no holiday in a year.24 

As mentioned, 46% of respondents to our survey stated that they had increased their own 
working hours in order to reduce employment costs within their own business –this rises to 
57% among independent retailers. An ACS VOLS survey of 1,100 retailers indicated that a 
majority (55%) of independent retailers25 believe they earn less than the National Minimum 
Wage taking into account their hours worked. Bearing this in mind, NMW increases and the 
introduction of the NLW are likely to lead to an increasingly large number of independent 
businesspeople earning less than the minimum wage than their employees are earning. 

  

                                                
23 "The Impact of Olympic Sunday Trading Liberalisation on Convenience Store Turnover." Oxford 
Economics / ACS, Nov. 2012 
24 ACS Local Shop Report 2015 
25 ACS VOLS, May 2013 (Question: “Thinking about your own earnings from the business as 
compared to the amount of hours you work, do you estimate that...?”) 
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Figure F: Retailers’ earnings 

 

The increasing number of hours that retailers spend working in their business has knock on 
effects on their ability to grow and develop their business, which in turn affects 
competitiveness and employment. Such extensive working hours could also deter new 
entrants to the convenience sector. Given that the sector is highly entrepreneurial, we urge 
the LPC to consider the impact of further wage increases on independent retailers and the 
number of hours they are forced to take on in response to this. 

NMW Recommendation 
ACS asked retailers to state what action they believe the LPC should recommend to the 
government on the 2016 NMW rate. 53% of retailers surveyed believed that the NMW rate 
should be frozen at its current rate. Significantly, 65% of retailers feel that if an increase is to 
happen, this should not be greater than the rate of inflation26. 

This is a clear message from both small and large businesses in the sector. Taking this into 
account, ACS urges the Low Pay Commission to recommend a freeze in the NMW rate for 
2016. However, if minimum wage rates are to increase, these should not be greater than the 
rate of inflation. 

Impact of the National Living Wage 
Understanding that there is appreciable variation in terms of costs and sales between 
different types of shop, ACS commissioned Saïd Business School at Oxford University to 
model the costs of six shop typologies as the ACS Costs Barometer. 27 This is based on the 
accounts of over 15,000 convenience stores. Shop typologies vary in terms of location and 
ownership – for example, Treat Stores are small multiple-owned shops without an alcohol 
licence while Local Supermarkets are large and fully licenced independently owned stores. 
Within all of these typologies, staff and management costs are the second greatest cost after 
products for resale, representing between 9% and 18% of costs. 

Using the ACS Costs Barometer, as well as data from the ACS National Living Wage 
Survey, the impact of the introductory rate (£7.20) of the National Living Wage (NLW) has 
been modelled. The table below summarises these costs after taking into account the 
Employment Allowance and automatic enrolment pension contributions. 
                                                
26 ACS National Living Wage Survey 2016 
27 ACS Costs Barometer 2015 
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Employment Allowance and NLW  

 
Commuter Treat Corner Urban 

convenience 
Local 

supermarket Village 

Ownership Multiple Multiple Independent Independent  Independent  Independent  

Range Medium Basic Medium Full Full Medium 

Proportion of 
sector 15% 33% 7% 16% 14% 15% 

Cost of NLW, 
Employment 

Allowance and auto 
enrolment 
(per store) 

£2,110 £2,110 £3,236 £3,236 £7,556 £3,236 

Cost to all stores 
in typology £16m £35m £12m £26m £53m £24m 

Total cost to sector £167m 

 

HM Treasury’s Fixing the Foundations report28 states that the government will support 
independent businesses with the increased costs associated with the NLW though an 
increase in the Employment Allowance from £2,000 to £3,000 a year. ACS has considered 
the impact of the raised Employment Allowance through the ACS Costs Barometer model. 
Taking the example of an independently owned Village Store, the Employment Allowance 
increase would save £501 per year. However, this is well under the amount lost through 
wage increases and automatic pension enrolment (£3,868). It should also be noted that, 
because the saving would be spread across many stores in the business, multiple-owned 
stores will make a negligible saving though the Employment Allowance increase, around £7 
per store per year. 

In none of the six typologies does the increased Employment Allowance even approach 
offsetting the cost of the NLW. In fact, the saving made by the increased Employment 
Allowance ranges between 0.3% and 13% of the cost of the NLW. 

It is also important to consider that around 14% of independent businesses in the sector will 
save less than the full £1,000 from this, generally because they are already under the upper 
limit of the existing Employment Allowance.29 In fact, some retailers surveyed (6%) will not 
save anything from the Employment Allowance increase at all. 

To understand how businesses will adjust to increased employment costs, the ACS National 
Living Wage survey asked retailers to describe the likely impact of the NLW. Results are 
summarised in the figure below. 

  

                                                
28 "Fixing the Foundations", Presented to Parliament by the Chancellor of the Exchequer by 
Command of Her Majesty (2015), p49 
29 ACS Living Wage Survey 2016 



Figure G: Retailer Responses to the 2016 National Living Wage 

 

The concerns over investment suggested by this survey are supported by ACS’ latest 
investment tracker, which shows a decline from £177m being invested in the convenience 
sector in the second quarter of 201530, to £116m being invested in the sector during the 
following quarter31.  These surveys combined suggest that the announcement of the 
National Living Wage may already be impacting on investment decisions, with retailers’ 
calculations of the return on these investments now looking less favourable. 
 
Moreover, retailers appear to expect the impact of the NLW to become increasingly negative 
over time, as Figure H summarises. Note that “Neither likely nor unlikely” responses are not 
shown in this chart and a uniform (6%) annual increase in the NLW has been assumed. 
 
  

                                                
30 ACS Investment Tracker, Q2 2015 
31 ACS Investment Tracker, Q3 2015 
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Figure H Responses to assumed changes in the NLW rate 

 

The interpretation of this chart is clear. As the National Living Wage approaches £9 per hour 
(a fairly conservative estimate of 60% of median earnings) by 2020, an increasingly large 
proportion of retailers feel that they would be likely to reduce both staff numbers and hours. 
This is not surprising given that there would need to be a 6% annual increase in this wage 
rate in order for it to reach £9 per hour, which is more than double the average annual 
increase to the adult NMW rate over the past 10 years, that retailers already struggle to 
absorb.  

With this in mind, it comes as no surprise that 51% of retailers recommend a freeze in the 
NLW rate, as compared to 35% who recommend an increase to £7.34 and 15% who 
recommend an increase to £7.49.  

Based on in-depth interviews with retailers, ACS understands that many of those who 
recommend some kind of rise as opposed to a freeze are concerned about the prospect of 
sharp rises later on. This is due to the chancellor setting the goal of the NLW reaching 60% 
of median earnings by 2020 and a sharp rise nearer that year perhaps being required to 
meet that goal. This degree of uncertainty and the prospect of very sharp rises in 
employment costs is likely to harm business and may make employers more inclined to 
postpone taking on new staff, because of a concern that staffing levels may become 
unaffordable later on. For this reason, ACS urges the LPC to reassure businesses that it will 
continue in its remit to make wage rate recommendations based on the impact potential 
NMW and NLW changes would have on employment as it is not bound by any goals set 
outside of the LPC. Bearing in mind the Office for Budget Responsibility’s estimate that up to 
120,000 jobs could be lost as a result of the National Living Wage,32 ACS also calls for the 
LPC to consider the impact of the 2016 NLW rate when making recommendations on the 
equivalent 2017 rate.  

  

                                                
32 "Economic and Fiscal Outlook, July 2015." (n.d.): 206. Office for Budget Responsibility, July 2015. 
Web. 11 Sept. 2015. <http://cdn.budgetresponsibility.independent.gov.uk/July-2015-EFO-
234224.pdf>. 
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Wider Implications of Impact of NLW 
The consequences of retailers’ responses to increased wage costs are significant for local 
communities and the economy in general. These negative outcomes include: 

• Convenience stores house a range of services that may once have been provided by 
specialist business but which are now included in convenience stores. These include 
Post Offices (in 20% of convenience stores), bill payments (53%), free to use cash 
machines (38%), parcel services (28%), home news delivery (15%) and local grocery 
delivery (11%).33 Store closures would reduce the availability of these services, and 
reductions in store investment and staff hours would diminish the ability of stores to 
offer these services. 

• Convenience stores serve remote rural and deprived urban areas. In these locations, 
the provision of a full range of high street stores in unlikely to be viable, and 
convenience stores are often the only remaining service. Here, convenience stores 
mitigate against food deserts where people cannot easily access essential food and 
drink, so the closure of stores would have a material impact on customers who rely 
on these stores. Reduced retailer investment due to the NLW would impact on the 
range and quality of food available to people who have no easy access to alternative 
or complimentary stores. 

• Convenience stores offer valuable employment opportunities to a number of groups 
of particular social relevance. Many staff in convenience stores are women returning 
to work after starting a family, students funding their education, semi-retired people 
supplementing pensions and extending their careers with a job in their local 
community, or young people gaining experience and transferable skills. Reduced 
employment in convenience stores due to the introduction of the NLW would have a 
particular impact on these groups. 

• Independent retailers working more hours in order to reduce wage costs may earn 
less than the National Minimum Wage and National Living Wage themselves, as 
outlined previously. This provides a disincentive for people to establish and invest in 
businesses, so could lead to less self-employment and entrepreneurial activity in the 
sector and – if convenience store experiences are mirrored elsewhere – also in other 
sectors of the economy. Around a third of convenience retailers were born outside 
the UK,34 and have created a business and jobs in the communities in which they 
settled. If the incentive to take risks to start a business is less than the reward for 
working in another business, this would mitigate against entrepreneurship, 
particularly among new entrants to the UK. 

  

                                                
33 ACS Local Shop Report 2015, p10. 
34 ACS Local Shop Report 2015, p15. 



Helping retailers cope with the cost of the National Living Wage 

ACS understands the concerns surrounding low pay and the effect it has on employees, but 
also believes that increases in the NLW should be met with measures that remove financial 
burdens from businesses. Retailers were asked what incentives would mitigate the National 
Living Wage and gave responses summarised in Figure I. Note that these options were not 
mutually exclusive. 

Figure I: Support for measures to mitigate the NLW 

 

It is clear that business rate reform is the most popular suggested policy to mitigate the 
impact of the NLW, although a majority of retailers also believe that government funded 
statutory sick pay would help to mitigate the cost of the NLW. 

Lastly, on the issue of the timing of the NMW and NLW cycle, 15% of retailers calculate their 
wage bill in October, coinciding with the NMW rate review. This reflects how important the 
NMW cycle is to retailers and it is likely that aligning the cycles of the NMW and NLW would 
simplify calculating their wage bill. 

Future of the Low Pay Commission 
There has been extensive debate about the future of the Low Pay Commission and the 
degree to which it can remain independent given that its remit now includes making 
recommendations to reach a target rate by a given time (in the case of the NLW). This is 
dramatically different to being able to make recommendations on whether and how much to 
increase minimum wage rates without damaging employment opportunities. 

ACS is deeply concerned about the process used to introduce the National Living Wage and 
the lack of consultation. ACS supports the system for setting the National Minimum Wage 
based on an independent Low Pay Commission objectively monitoring, reviewing and 
recommending future wage rates free from political interference. We are clear that the 
success of the National Minimum Wage since 1999 has been the result of the LPC’s 
objectivity and impartiality. For this reason, ACS believes that the LPC should have wider 
powers to recommend and review all NMW and NLW rates objectively on the evidence 
presented to it. Lastly, ACS values the opportunity to continue to submit evidence, alongside 
other business representative bodies and unions, to reflect the impact on convenience 
retailers.  

For further information on this submission please contact Peter Fairfax at 
peter.fairfax@acs.org.uk or 01252 533 001. 
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Appendix 
In response to the 2015 Summer Budget, ACS is looking to evaluate the impact of the 
National Minimum Wage and the National Living Wage on the Convenience Sector. This 
information will be used to inform ACS’ submission to the Low Pay Commission and all 
individual responses will be kept confidential. 

If accurate numbers are not available, please use considered estimates. 

If you have any questions about the survey, or need support completing it, please contact 
Peter Fairfax, Research Assistant via email (peter.fairfax@acs.org.uk) or telephone (01252 
533011). 

General Information 

1. [Name, company, telephone, email] 

2. How many stores do you have? [Write in] 

3. How many staff do you employ? [Write in] 

Wages and tax 

4. What is the typical hourly rate for staff aged 21 or over, not on probation or in a 
supervisory role in your business? (£) [Write in] 

5. How many people over the age of 25 do you employ? [Write in] 

6. Do you pay staff any of the following rates in your business? (Select all that apply)  

  Yes No 
Development rate for 18 to 20 year olds (£5.13 per 
hour) 

  

16-17 rate (£3.79 per hour)   
Apprentice rate (£2.73 per hour)   
7. How many apprentices do you employ and what do you pay them? (Number of 
apprentices, £ per hour) [Write in] 

8. In total, what does your business pay in Employer National Insurance contributions? 
[Write in] 

9. In total, what does your business pay in corporation tax? [Write in] 

Business Impact 

10. To what extent to you agree with the following statements? [strongly agree, tend to 
agree, neither agree nor disagree, tend to disagree, strongly disagree, don’t know] 

 

a. NMW rate for adults should be frozen for 2016 

b. NMW rate for adults should be increased by 3% per hour for 2016 



c. NMW rate for adults should be increased by no more than the rate of inflation (forecast to 
rise to 2% within two years) 

d. Only the NMW rate for adults should be increased, the youth and development rate should 
remain the same 

e. Only the youth and development rates should be increased, the adult rate should be frozen 

11. Have increases in employment costs led to any of the following? (Select all that apply) 
[Multi choice] 

a. Close your business 

b. Reduce the number of staff you employ 

c. Reduce the hours you employ staff for 

d. Increase the hours you work 

e. Impact your business expansion or investment plans 

f. Make your business less competitive 

g. Affect pay structures within your business 

h. Increase product costs 

i. Reduce store opening hours 

12. What do you expect will be the effect of the 3% increase to the adult rate of the NMW for 
21 to 24 year olds? (Select all that apply) [Multi choice] 

a. Close your business 

b. Reduce the number of staff you employ 

c. Reduce the hours you employ staff for 

d. Increase the hours you work 

e. Impact your business expansion or investment plans 

f. Make your business less competitive 

g. Affect pay structures within your business 

h. Increase product costs 

i. Reduce store opening hours  

j. None - I already pay all staff over these new rates 

k. None - I don't employ staff  

13. In the 2015 Summer Budget, the government announced an increase in Employment 
Allowance and cut in Corporation Tax. What other incentives would mitigate the mandatory 
National Living Wage? (Select all that apply) [Multi choice] 

• Lower business rates 



• Government funded Statutory Sick Pay 

• Exemption from Automatic Enrolment  

• No incentive would encourage me to pay higher wages 

• Reduction in VAT 

• Other (please specify)  

14. If you have laid off staff in the past 12 months, what was this due to? (Select all that 
apply) 

• Increased employment costs 

• Reduced sales 

• Costs of bills 

• I haven’t laid off staff in the past 12 months  

• Other (please specify)  

 

15. Which of the following statements best describes the level of Automatic Enrolment 
Pension opt outs amongst your employees? 

1. I have not reached my staging date yet for pension contributions  

2. All of my employees have opted out of pension contributions 

3. The large majority of my employees have opted out of pension contributions 

4. About half of my employees have opted out of pension contributions 

5. A small minority of my employees have opted out of pension contributions 

6. None of my employees have opted out of pension contributions 

National Living Wage 

16. From April 2016 businesses will have to pay staff over 25 a National Living Wage of 
£7.20 per hour. Which of the following effects will this have on your business? (Select all that 
apply) [Multi choice] 

j. Close your business 

k. Reduce the number of staff you employ 

l. Reduce the hours you employ staff for 

m. Increase the hours you work 

n. Impact your business expansion or investment plans 

o. Make your business less competitive 

p. Affect pay structures within your business 



q. Increase product costs 

r. Reduce store opening hours 

s. None - I already pay all staff over 25 £7.20 per hour or more  

t. None - I don't employ staff  

17. How quickly should the Low Pay Commission increase the NLW from £7.20 in 2016 to 
£9 per hour in 2020? 

• Changes should be frozen initially, to increase rapidly later on  

• Increases should be smaller early on, and larger later on 

• Increases should be equal in each year 

• Increases should be larger early on, and smaller later on 

• Don’t know 

18. What are the likelihoods of the following impacts on your business if the following NLW 
rates are introduced at these years?  

2017: £7.61 
per hour 

2018: £8.04 
per hour 

2019: £8.50 
per hour 

2020: £9.00 
per hour 

a. Close your business 

b. Reduce the number of staff you employ 

c. Reduce the hours you employ staff for 

d. Increase the hours you work 

e. Impact your business expansion or investment plans 

f. Make your business less competitive 

g. Affect pay structures within your business 

h. Increase product costs 

i. Reduce store opening hours 

 

19. When do you calculate your wage bill for the year ahead? [Single choice]  

• Monthly  

• Tax year (April) 

• When the other NMW rates change (October) 

• Your own financial year 

20. At what time of the year would you prefer the NMW and NLW to be introduced? [Single 
choice] 



• April 

• October 

• Don’t know 

21. How many members of your staff do you employ on zero hour contracts? [Write in] 

22. Currently, employers are required to pay Statutory Sick Pay (£88.45 per week) to 
employees who are off sick between 4 days and 28 weeks. What is the total number of days 
employees have taken off sick over the past 12 months? [Write in] 

23. Are there any other comments or issues you would like to raise? [Write in] 


	Executive Summary
	Introduction
	About this submission
	Costs and issues faced by the sector
	Business rates
	Sunday trading
	Statutory Sick Pay
	Auto-Enrolment

	Economic and convenience sector background
	Employment
	Growth
	Optimism

	Figure A:  BRC/ Nielsen Shop Price Index
	Figure B: Sales and Staff Hours Optimism Indices

	ACS National Living Wage Survey
	Wage Rates
	Figure C: Wage Rates Used By Retailers, 2011 to 2015
	Impact of NMW Increase

	Figure D: NMW if linked to inflation versus actual NMW20F
	Retailer Low Pay

	Figure F: Retailers’ earnings

	NMW Recommendation
	Impact of the National Living Wage
	Employment Allowance and NLW
	Figure G: Retailer Responses to the 2016 National Living Wage
	Figure H Responses to assumed changes in the NLW rate

	Wider Implications of Impact of NLW
	Helping retailers cope with the cost of the National Living Wage
	Figure I: Support for measures to mitigate the NLW

	Future of the Low Pay Commission
	Appendix
	General Information
	Wages and tax
	Business Impact
	National Living Wage


