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ACS Submission: Low Pay Commission Consultation 2019 

- There are over 46,000 convenience stores in mainland UK, employing almost 

365,000 people in all types of communities. The average store employs 7.89 people, 

three-quarters (75%) of whom work fewer than 30 hours per week.  

 

- The convenience sector is an exemplar for two-sided flexibility in the labour market, 

providing local, secure and flexible employment. As a result, 69% of store colleagues 

are satisfied with their job.   

 

- Convenience retailers have responded to the NLW April 2019 increase by; reducing 

paid working hours in their business (72%), reducing the profitability of their business 

(64%) and, for independent retailers, working more hours themselves (52%).  

 

- The rising NLW has not resulted in widespread productivity improvements: 74% have 

seen no impact on productivity. This is despite 98% of retailers undertaking 

measures to try to improve productivity, including training staff in new business tasks 

and investing in technology where possible.  

 

- Setting the 2020 NLW at £8.67 would cause the largest ever nominal terms increase 

in the rate. ACS recommends that the LPC should exercise caution when setting the 

rate for 2020. 82% of convenience retailers think that the NLW should increase no 

more than inflation and 71% think the NLW should be frozen. 

 

Future Remit of the Low Pay Commission: ACS Recommendations   

 

- Allow the Low Pay Commission to independently set wage rates based on objective 

economic analysis and in consultation with business groups, trade unions and 

economists.  

 

- Adopt the OECD recommendation to set minimum wages ‘at a moderate level’ to 

raise wages and avoid negative employability impacts for workers.   

 

- Youth rates are an important mechanism to prevent youth unemployment, but the 

current youth rate bands can be consolidated to promote simplicity for both retailers 

and colleagues. 

 

- Place NLW and NMW in a broader context of government policies to tackle low pay, 

such as apprenticeships, increasing productivity and the Industrial Strategy.   

For more information, please contact Steve Dowling, ACS Public Affairs Manager, via 

steve.dowling@acs.org.uk / 01252 533009. 

 

 

mailto:steve.dowling@acs.org.uk
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Introduction and Research Overview 

ACS (the Association of Convenience Stores) welcomes the opportunity to provide evidence 

to the Low Pay Commission on the future of the statutory minimum wage rates. ACS 

represents over 33,500 local shops and petrol forecourt sites including One Stop, McColls, 

BP and thousands of independent retailers, many of which trade under brands such as Spar, 

Londis and Costcutter. Further information about ACS is available at Annex A. 

ACS’ National Living Wage Survey 2019 is a bespoke survey of members to provide detailed 

evidence to the Low Pay Commission. The ACS National Living Wage Survey 2019 has 

collected information from 56 businesses representing 1,954 stores and employing 33,020 

staff between 4th April and 4th May. Data from the survey has been weighted to be nationally 

representative for the UK convenience sector1.  

Data from the ACS National Living Wage Survey 2019 was collected via an online survey 

and was distributed both via email to ACS members and using the ACS website. The data is 

therefore based on a non-random sample and the sample is likely to be slightly biased 

towards those who have been particularly affected by the National Living Wage.  

This submission also draws directly on the views of colleagues working across the sector. 

The ACS Colleague Survey 2019, completed by 2,943 respondents, was available for 

colleagues to complete confidentially and anonymously online and via hard copy between 4th 

February and 15th March. The questionnaire is available at Annex C.  

ACS’ submission also draws on the following research: 

- ACS Local Shop Report 2018: Survey based on a random sample of 2420 

independent retailers combined with data from ACS multiple members and weighted 

to represent the market. Secondary data sources are also used in the report. 

- ACS Voice of Local Shops Survey (VOLS): Quarterly telephone survey of a random 

sample of 1,210 symbol and independent retailers 

ACS is organising a focus group to allow the Low Pay Commission executive and Low Pay 

Commissioners to hear directly from convenience retailers about some of the issues covered 

in this submission, including the impact of the National Living Wage, the future of wage rates 

beyond 2020 and wider compliance and enforcement. The minutes of this meeting, taking 

place on 11th June, will be signed-off by the Low Pay Commissioner chairing the meeting 

and submitted as additional evidence.   

Employment in the Convenience Sector 

There are over 46,000 convenience stores in mainland UK, employing almost 365,000 

people2. Employment in the sector is predominantly part-time with three quarters (75%) 

working fewer than 30 hours per week3. Two-thirds (68%) of colleagues are female and the 

sector employs people from a range of backgrounds, with 21% aged under 25 and 17% over 

60 years old4.  

                                                           
1 Data comes from ACS Local Shop Report which stipulates independents make up 72% of the 
market and the remaining 28% are multiple businesses (including co-operatives)    
2 ACS Local Shop Report 2018 
3 ACS Local Shop Report 2016 
4 ACS Local Shop Report 2018 
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Employment in the convenience sector is valuable for providing ‘two-sided flexibility’ for 

employers and employees. Convenience retailers provide flexible working hours to fit around 

staff commitments, with 69% having external commitments which affect the working hours 

they can undertake, such as childcare (31%), caring for older family members (11%) and 

studying (5%)5. This staffing model also allows retailers to offer additional hours to manage 

peaks and troughs in demand across the year. There is very limited use of zero-hour 

contracts across the sector, only used by 4% of independent retailers for part-time staff6.  

The convenience sector also delivers highly local employment opportunities. Convenience 

stores trade in all types of community, in rural (37%), suburban (26%) and urban (37%) 

locations7. The sector trades close to where people live and demand services, meaning 

convenience stores are located beyond high streets and larger shopping parades (26%), to 

neighbourhood parades (36%) and as isolated stores (38%)8. As a result, 53% of colleagues 

walk to work, with an average travel cost and time to get to and from work of £1.81 and 28 

minutes9. For most colleagues, the close location of their shop and low cost of getting to 

work supports them to manage their external commitments and minimises financial 

outgoings associated with work. 

Convenience retailers provide stable employment with opportunities for progression. 

Turnover is low at 29%10 and one-in-three (32%) colleagues have been working for their 

current employer for more than five years11. 65% of colleagues are positive about the 

training they are offered and, when asked, one-in-three (31%) said they do not want any 

additional training12. Overall, convenience retailers supply good quality employment 

opportunities, including at the lower paid end of the labour market. 

Convenience Sector Performance and Economic Outlook 

Convenience stores are operating in a trading environment characterised by rising operating 

costs and declining profit margins. In the longer-term, the IGD Food and Grocery Market 

Forecast (see Figure A) suggests the size of the convenience sector will grow from 21.1% of 

the total grocery market to 21.6% by 202313. The market forecasts also suggest that 

discounter and online retailers will secure the largest growth in the grocery market in the 

coming years. Although there are multiple factors impacting growth, online and discounters 

benefit from their lower-cost business models, either by employing fewer staff per store or 

lower property costs, including business rates, compared to traditional bricks and mortar 

retailers.  

 

 

                                                           
5 ACS Colleague Survey 2019 
6 ACS Voice of Local Shops Survey: August 2017 
7 ACS Local Shop Report 2018 
8 ACS Local Shop Report 2018 
9 ACS Colleague Survey 2019 
10 Defined as:  length of employment – less than one year. Source: ACS Local Shop Report 2018 
11 ACS Local Shop Report 2018 
12 ACS Colleague Survey 2019 
13 https://www.igd.com/articles/article-viewer/t/uk-food-and-grocery-market-to-grow-148-by-282bn-by-
2023/i/19052  

https://www.igd.com/articles/article-viewer/t/uk-food-and-grocery-market-to-grow-148-by-282bn-by-2023/i/19052
https://www.igd.com/articles/article-viewer/t/uk-food-and-grocery-market-to-grow-148-by-282bn-by-2023/i/19052
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Figure A: IGD Food and Grocery Market Forecast 

  

Growth in the convenience sector has been driven by numerous social trends, such as the 

increase in single person households and atypical working patterns. Consumers increasingly 

turn to convenience stores to shop little, often and locally. Despite these positive consumer 

trends, ACS’ Business Performance Index reflects the challenging trading environment that 

retailers are operating in. We have seen peak trading in Summer 2018 due to positive 

weather conditions but sales and optimism on staff hours have since declined.   

Figure B: ACS Voice of Local Shops Survey: Business Performance Index 
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This challenging trading environment has been informed by the effect of a highly competitive 

grocery market on consumer price sensitivity, which has subdued food price inflation despite 

pay now rising faster than inflation14. Competition in the market is also diversifying as online 

retailers and home delivery solutions begin to enter the grocery retail market. Rising 

operating costs are a backdrop to these changes, mainly through the National Living Wage 

and wider employment costs, but also rising business rates bills.      

Retailer optimism has an impact on investment in the sector. Investment from multiple 

retailers entering the sector and expanding their estates remains in growth, although overall 

investment is down 9% from financial year 2017/18 to 2018/1915. Year-on-year investment 

figures for May 2018 – May 2019 suggest a greater 22% drop in investment across the 

sector, likely driven by the April 2019 National Living Wage increase as well as the wider 

context of political uncertainty on Brexit. ACS’ Investment Tracker (see Figure C) indicates 

that convenience retailers continue to focus their investments on cost saving measures such 

as installing energy efficient refrigeration (34% average quarterly investing over past year) 

and LED lighting (17%)16. Other investments made are typically for store maintenance 

purposes or to invest in new products or services in-store, for example expanding a store’s 

fresh produce or food to go offer.  

There is limited evidence that convenience retailers are investing significantly in technology 

to automate procedures in stores and reduce labour costs, for example through self-scan tills 

or electronic shelf edge labels. Investments in these technologies remain cost prohibitive for 

many retailers, with the productivity savings slow to deliver return on investment. 

Figure C: ACS Investment Tracker: Average Quarterly Investment by Store Type  

 

                                                           
14 
https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/employmentandemployeetypes/article
s/labourmarketeconomiccommentary/may2019  
15 ACS Investment Tracker 
16 ACS Investment Tracker 
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External Policy Influencers 

Increases in the National Living Wage are being compounded for retailers by the growing 

‘employment wedge’ of non-wage costs. Some of these costs are directly related to wage 

bills, including apprenticeship levy and workplace pensions, while others are rising costs 

often related to wage costs, such as statutory sick pay and insurance premiums.   

Non-Wage Costs 

Apprenticeship Levy 

The apprenticeship levy requires payments equivalent to 0.5% PAYE from larger 

convenience retailers. This funding can be reinvested into apprenticeship training, but low 

demand for retail apprenticeships means retailers are struggling to recoup the costs of the 

levy. ACS’ Colleague Survey shows 87% of colleagues are not interested in becoming an 

apprentice17.  

The overall policy is highly unlikely to deliver the government’s target of 3 million new 

apprenticeship starts by 2020 yet the funding pot has been overspent due to most of the 

funding being utilised for higher level, costlier, apprenticeship courses18. The Education and 

Skills Funding Agency is open to views on reforming the levy, which could mean expanding 

the pot by bringing more retailers into scope for payments or increasing the burden on 

existing levy-payers19.   

Auto-Enrolment Pensions 

The cost of auto-enrolment pensions for convenience retailers is set to continue to rise. The 

hours needed to be eligible for auto-enrolment is declining as the National Living Wage 

rises, while opt out rates from colleagues remain low at 8%20. This low opt-out rate is despite 

employer and employee contributions rising in April 2019 to 5% and 3% of pensionable 

earnings respectively. The government has stated its ambitions to scrap the lower level of 

qualifying earnings needed to qualify for pension contributions and reduce the age limit from 

22 to 18, demonstrating that further reforms that would increase the burden on employers 

are under consideration21. 

Other Non-Wage Costs  

Statutory sick pay is another aspect of the employment wedge, costing the average 

convenience store £1,248 per annum22. Other costs such as insurance premiums are also 

often calculated based on wage bill, increasing costs for retailers elsewhere in the business. 

A number of these non-wage costs have been ranked by convenience retailers within the 

sector’s top ten business cost concerns, specifically; auto-enrolment pensions, National 

Insurance Contributions, holiday pay and statutory sick pay23.  

                                                           
17 ACS Colleague Survey 2019 
18 https://feweek.co.uk/2018/12/03/levy-budget-bust-government-agency-warns-of-imminent-
apprenticeship-over-spend/  
19 https://feweek.co.uk/2019/01/09/esfa-seeking-views-on-long-term-operation-of-apprenticeship-levy/  
20 ACS National Living Wage Survey 2019 
21 https://www.ft.com/content/7d3dca8e-286f-11e9-a5ab-ff8ef2b976c7 
22 ACS National Living Wage Survey 2019 
23 ACS National Living Wage Survey 2019 

https://feweek.co.uk/2018/12/03/levy-budget-bust-government-agency-warns-of-imminent-apprenticeship-over-spend/
https://feweek.co.uk/2018/12/03/levy-budget-bust-government-agency-warns-of-imminent-apprenticeship-over-spend/
https://feweek.co.uk/2019/01/09/esfa-seeking-views-on-long-term-operation-of-apprenticeship-levy/
https://www.ft.com/content/7d3dca8e-286f-11e9-a5ab-ff8ef2b976c7
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Brexit 

ACS has conducted quarterly polling of independent retailers using VOLS on the potential 

impact of Brexit since November 2016, which has consistently shown that one-in-three 

retailers do not know whether Brexit will benefit or harm their overall business, and other 

responses are fairly evenly split24. The implications of Brexit are relatively limited for 

convenience retailers and would apply across the retail sector – the main impacts would 

directly impact suppliers and wholesalers earlier in the supply chain.  

The local employment offered by convenience retailers means supply in the labour market is 

highly localised and can vary considerably. Figure D shows retailers’ views on changes in 

the labour market since 2016. Retailers who state recruitment has become much harder 

since the introduction of the National Living Wage say it has become harder to compete with 

larger retailers on rates of pay and harder to find the right calibre of worker for skilled 

positions.  

Figure D: ACS National Living Wage Survey 2019: Since 2016 to what extent, if at all, has it 

become harder to recruit new staff? 

 

 

 

 

 

 

 

 

 

 

 

Only 1% of colleagues working in the convenience sector are non-UK EU nationals25. The 

low proportion of non-UK EU nationals, combined with the government’s settled status policy 

for these workers beyond Brexit, means Brexit has not yet had a significant impact on labour 

supply. The main labour supply impact for convenience retailers is elsewhere in the supply 

chain with wholesalers and suppliers where non-UK EU nationals are a higher proportion of 

the workforce.  

Nevertheless, when polled about the impact of Brexit on recruitment, 58% either said it 

would be slightly harder or much harder to recruit26. Some of these results can be explained 

by the demographics and related employment pool of the locations in which some 

                                                           
24 ACS Voice of Local Shops Survey: November 2016 – May 2019 
25 ACS Colleague Survey 2019 
26 ACS National Living Wage Survey 2019 
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convenience stores trade. Retailers may also be aware that Brexit could cause changes to 

immigration laws creating greater competition amongst different sectors for the same pool of 

workers. ACS’ members, who are struggling to compete on overall employment packages 

due to the National Living Wage, are beginning to consider the extent of labour market 

tightening and longer-term implications for their recruitment.    

Impact of the 2019/20 National Living Wage  

Convenience retailers are continuing to respond to rises in the National Living Wage with 

similar actions to those reported in ACS’ 2018 submission, such as reducing working hours, 

taking lower profits and, for independent retailers, working more hours in the business 

themselves. Figure E details how convenience retailers are responding to the latest increase 

in the National Living Wage, the April 2019 £8.21 rate.  

Figure E: ACS National Living Wage Survey 2019: Thinking about how you are responding 

to the April 2019 National Living Wage increase, which if any, of the following actions are 

you taking? 
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The majority (72%) are enacting plans to further reduce the working hours available within 

the business. This response has been consistent from retailers since the National Living 

Wage was introduced, ranging from 72% to 78% between the 2016 and 2019 member 

surveys. Figure F demonstrates the impact of reduced working hours, suggesting a clear 

shift is taking place in the sector, away from full time work to more part-time work on short-

hour contracts.  

Figure F: ACS Local Shop Report: How many of your staff the following number of hours per 

week 

 

We are also seeing some potentially concerning trends in how retailers are responding to the 

most recent increase in the National Living Wage. One significant change is a jump in the 

number of retailers stating they are increasing prices to respond to rising employment costs. 

This might be explained by a change of wording in the survey from ‘increasing prices’ (51% 

in 2019) to ‘increasing product costs’ (31% in 2017, 32% in 2018)27. However, we believe it 

is also due to retailers struggling to find ways to save costs elsewhere. This is causing 

retailers to put the additional costs directly onto consumers through higher prices. In a highly 

competitive grocery retail market, this could impact the overall competitiveness of some 

convenience retail businesses.  

This impact on competitiveness is linked to an increase in the proportion of retailers 

reporting they are taking lower profits from the business due to the rate, from 54% in 2018 to 

64% in 201928. This declining profitability could detract from funding available to make 

investments in the business (see Figure C) and impact the attractiveness of the sector for 

entrepreneurs in the long-term. To illustrate this point, almost half of independent retailers 

(45%) reported hourly earnings lower than the £7.83 2017/18 National Living Wage rate in 

                                                           
27 ACS National Living Wage Surveys – 2017, 2018 and 2019 
28 ACS National Living Wage Survey – 2018 and 2019 
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May 2018, suggesting that the benefits of taking the risk of setting up a business in the 

sector are often not greater than seeking work as an employee29.  

Pay differentials are also being squeezed across the sector. Retailers have been 

increasingly unable to afford the same increases in pay given to colleagues on the National 

Living Wage rate across the workforce. This has caused a gradual shrinkage in pay 

differentials between colleagues on the National Living Wage (e.g. customer sales 

assistants) and middle-management shop floor staff (e.g. assistant managers or 

supervisors). Several multiple retailers in the sector have also changed their pay structures 

by removing layers of shop floor management to mitigate costs and this long-term trend on 

pay differentials has implications for the perceived benefits of progression in the sector for 

colleagues. ACS’ Colleague Survey finds that of convenience store colleagues who do not 

want to progress, one-in-three state the primary reason is the additional pay would not be 

enough for the extra responsibility30.   

Setting the 2020 Rates 

We recognise the current remit of the National Living Wage to reach 60% of median 

earnings by 2020 ‘subject to sustained economic growth’ and the wider context of low 

economic growth and an uncertain political environment. However, reflecting on the impact 

of the National Living Wage for convenience retailers, it is not surprising that 71% either tend 

to agree or strongly agree that the rate should be frozen and 82% believe the rate should not 

rise by more than inflation31.  

Retailers broadly report that they would respond to a £8.67 rate in 2020 similarly to previous 

increases in the rate, but these responses cannot be repeated indefinitely, as shown by 

Figure G suggesting fewer retailers would reduce employment benefits or remove layers of 

management. The National Living Wage could cause more worrying trends such as reduced 

investment and not replacing staff if the rate continues to rise without accounting the impact 

on businesses.    

The data also suggests an increase in retailers reducing the size of their business (e.g. 

closing stores) from 8% in 2019 to 30% viewing this response as likely if the 2020 rate is set 

at £8.67. We have not yet seen a significant number of stores closures due to the National 

Living Wage as investment continues to be driven by multiple retailers entering the sector 

(see Figure C). However, the increase in retailers considering closing stores is worrying due 

to the gaps in service provision and local employment opportunities this could produce, 

particularly in rural communities, where property is often worth more as residential than retail 

use.  

 

 

 

                                                           
29 ACS Voice of Local Shops Survey – May 2018 
30 ACS Colleague Survey 2019 
31 ACS National Living Wage Survey 2019 
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Figure G: ACS National Living Wage Survey 2019: In 2020, the NLW rate is expected to rise 

to around £8.67 an hour. What effects would a rate of £8.67 in 2020 have on your 

business/employment practices?  
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Tackling Low Pay Beyond 2020 
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Wage beyond 2020, it is important to reflect on the impact of the rate and lessons learnt from 

the policy for the convenience sector.  

Impacts Since 2016 

Figure H shows how retailers have responded to the National Living Wage since its 

introduction in 2016. The rate has subdued investments from retailers and all respondents to 

ACS’ National Living Wage Survey have stated that the National Living Wage has resulted in 

them either absorbing its cost or taking lower profits from the business.  

Figure H: ACS National Living Wage Survey 2019: Since its introduction in April 2016, to 

what extent (if at all) has the National Living Wage had the following impacts on your 

business/employment practices?  
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63%

63%

61%

61%

56%

60%

55%

45%

34%

37%

39%

39%

40%

40%

42%

55%

Increased the hours you work

Taken lower profits/absorbed the cost

Increased prices

Reduced the number of staff you employ

Reduced the hours you employ staff for

Affected pay differentials within your business

Reduced the amount you invest in your business

Reduced staff employment benefits (e.g. overtime,
discounts, training)

Not at all To a small extent To a large extent



 
 

13 
 

Impact on Colleagues 

The key action retailers have taken in response to the National Living Wage affecting 

employees directly has been to reduce the number of working hours available in the 

business, also the number one response to the 2019 rate. The proportion of colleagues 

working fewer than 16 hours per week has risen from 37% to 45% between 2016 and 

201832. 

The most common response since 2016 has been to reduce employment benefits. In the 

convenience sector, this typically means retailers have reduced staff discounts, cancelled 

team days out, cut back on training provisions or cancelled other employee benefit schemes. 

However, this response cannot be repeated indefinitely, and we are now seeing most 

convenience store colleagues being paid at the National Living Wage but with a limited 

benefits package. This can affect competitiveness for retailers when seeking to attract 

colleagues to work in-store against other larger employers or employers in other sectors.  

As more workers are paid at the headline National Living Wage with a limited benefits 

package, incentives to seek training and progression can diminish. This could increasingly 

affect motivations for higher education as the gap between full-time pay on the National 

Living Wage (£17,076 based on 40 hours per week at £8.21) and average graduate starting 

pay shrinks (£19,000 - £22,000)33. 

Impact on Youth Rates 

These impacts of the National Living Wage have not caused a clear increase in use of the 

youth rates. Comparing ACS’ National Living Wage Surveys from 2016 and 2019, use of the 

21 – 24-year-old (44% - 42%) and 18 – 20-year-old (31% - 33%) rates have both remained 

stable34. 

Convenience retailers do not tend to employ staff below the age of 18 because the law 

requires staff under the age of 18 to be supervised when selling age restricted products. This 

includes alcohol and tobacco-related products, which make up on average 34% of 

convenience store sales35. It is not feasible to have staff supervised on tills considering the 

high costs of employment, which would significantly reduce productivity. There is also limited 

use of the apprentice rate because there is limited demand for apprenticeship training in the 

convenience sector. 

Convenience retailers often do not use the youth rates as they struggle to justify paying 

colleagues in the same role at different rates according to their age, especially considering 

these colleagues often work in small working environments. This contributes towards why 

colleagues not eligible for the National Living Wage working in convenience stores view the 

rate more positively than those entitled to the rate36.  

We would support a consolidation of the youth rates framework to provide simplicity for both 

retailers and colleagues. ACS’ National Living Wage Surveys from 2018 and 2019 have both 

                                                           
32 ACS Local Shop Reports – 2016 and 2018 
33 https://www.graduate-jobs.com/gco/Booklet/graduate-salary-salaries.jsp 
34 ACS National Living Wage Surveys – 2016 and 2019 
35 ACS Local Shop Report 2018 
36 ACS Colleague Survey 2019 

https://www.graduate-jobs.com/gco/Booklet/graduate-salary-salaries.jsp
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suggested that convenience retailers would support fewer age specific wage bands below 

the National Living Wage.  

Impact on Productivity 

The National Living Wage has failed to meaningfully improve productivity for retailers, which 

would not change with further real terms increases. This is because technology 

improvements are often not suited for retailers in small-store environments and there is 

limited demand from colleagues for skills training. For convenience retailers, productivity 

improvements are often not achieved by increasing output from the same amount of labour 

but reducing the amount of labour used. 

Figure I shows the measures retailers are taking to improve productivity in the business. The 

results suggest retailers are seeking to invest in technology where viable, but the main 

impact has been negative on employees’ working hours and the number of jobs available. 

However, there is evidence that retailers are seeking to train staff in more tasks around the 

business, for example managing deliveries, rota management and stock checks. We expect 

that this response is particularly evident amongst retailers who have removed layers of 

management in response to the National Living Wage or who are working more hours in the 

business themselves.   

Figure I: ACS National Living Wage Survey 2019: Which of the following measures, if any, 

are you taking to improve productivity in your business?  

 

70%

59%

49%

48%

44%

15%

8%

2%

Reducing the number of hours staff work
for

Training staff in more tasks around the
business

Increasing prices

Reducing the number of staff

Investing in technology – i.e. digital shelf-
edge labels, digital advertising screens, 

self-service checkouts

Investing in apprenticeships for my staff

Other (please specify)

None, I am not taking measures to improve
productivity
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Overall, three-quarters (74%) of convenience retailers have not seen any increase in 

productivity as a result of the National Living Wage – 16% have seen productivity 

improvements ‘to a small extent’37. Based on this evidence, productivity trends in the 

convenience sector support the Resolution Foundation’s statement that: ‘despite the 

encouragement a higher minimum wage may be providing, there appears little evidence that 

the introduction of the National Living Wage has led to any sort of uptick in productivity to 

date’38. 

Recommendations 

We recognise the government’s ambition to ‘end low pay’, defined by the OECD at two-thirds 

of median earnings, but reflecting on the impact of the National Living Wage to date would 

urge minimum wages to be placed within a broader context of government policies to tackle 

low pay39. 

Figure J: Projections for the National Living Wage 

 

Figure J demonstrates the significant impact that setting a new remit for the National Living 

Wage to reach two-thirds of median earnings would have on the rate, assuming a path to 

reach the target of 2025 at the earliest. A higher target would exacerbate responses from 

retailers. When asked how retailers anticipate responding to wage rates beyond 2020, they 

said they would; reduce working hours in the business (78%), take lower profits (78%) and 

increase prices (72%)40. This would include a 41% increase in retailers’ increasing prices in 

                                                           
37 ACS National Living Wage Survey 2019 
38 Resolution Foundation Low Pay Britain 2018 
39 Budget 2018 Documents 
40 ACS National Living Wage Survey 2019 
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https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/752202/Budget_2018_red_web.pdf
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response to the rate, suggesting any further increase in the rate would impact grocery food 

inflation and costs for consumers41.    

To tackle low pay beyond 2020, we would instead support allowing the Low Pay 

Commission to set all wage rates based on economic analysis, without reference to political 

targets. The National Living Wage, the first wage rate in the UK with a politically set target, is 

undoubtedly changing employment and retailer optimism in the convenience sector. The 

Low Pay Commission must have its independence from political targets reinstated to avoid a 

tipping point where the National Living Wage harms employment opportunities for the lowest 

paid.   

We support the OECD Jobs Strategy recommendation to use: ‘a statutory minimum wage 

set at a moderate level as a tool to raise wages at the bottom of the wage ladder, while 

avoiding that it prices low-skilled workers out of jobs’42. The current target for the National 

Living Wage to reach 60% of median earnings in 2020 is already set to make the UK’s rate 

the highest in Europe, only marginally behind France - where collective bargaining is 

established and the rate increases annually independent of government43. Moving to two-

thirds of median earnings would be an unprecedented international move and extremely 

challenging for convenience retailers. Minimum wages should be set at a moderate level to 

raise wages while protecting employment opportunities in the convenience sector for low-

paid workers44. 

Compliance and Enforcement  

Convenience retailers are responsible employers, which is shown by strong overall 

compliance with the National Minimum Wage Regulations. 

We support the principle of HMRC enforcement activity to target businesses flouting the 

Regulations that may otherwise gain a competitive advantage by illegitimately reducing their 

labour costs. However, greater clarity is needed about HMRC’s interpretation of the NMW 

Regulations to improve compliance, including on the issues detailed at Annex D. We are not 

aware of any evidence suggesting increases in the National Living Wage are causing 

convenience retailers to seek to avoid the rate.   

We therefore support BEIS taking ownership of the issue through its recent consultation and 

are aware they are working on sector-specific guidance for retailers. We would encourage 

officials to first ensure enforcement of the minimum wage is working effectively before 

implementing wider state enforcement of holiday pay and sick pay. 

Enforcement Approach 

Increases in the National Living Wage have correlated with significant increases in 

enforcement budget for HMRC, from £13m in 2015/16 to £25.3m in 2017/1845. HMRC has 

‘named and shamed’ and fined a larger number of businesses as a result and been able to 

actively conduct investigations rather than only following up on complaints. However, there is 

                                                           
41 ACS National Living Wage Survey 2019 
42 http://www.oecd.org/els/emp/short%20booklet_EN.pdf 
43 http://www.oecd.org/employment/emp/Minimum%20wages.pdf 
44 https://www.oecd.org/mcm/documents/C-MIN-2018-7-EN.pdf 
45 NMW & NLW: Government evidence to the Low Pay Commission on compliance and enforcement Low Pay 
Commission. July 2017.   

http://www.oecd.org/els/emp/short%20booklet_EN.pdf
http://www.oecd.org/employment/emp/Minimum%20wages.pdf
https://www.oecd.org/mcm/documents/C-MIN-2018-7-EN.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/630197/nmw-nlw-lpc-evidence-compliance-enforcement-2017.pdf
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a perception that these investigations are failing to distinguish between reputable retail 

businesses that have made genuine errors and rogue business that intend to flout 

employment law. This is undermining the confidence of retailers to reach out to HMRC with 

enquiries regarding the NMW Regulations.  

The penalties regime should distinguish between the nature of breaches to better target 

employers who unscrupulously avoid paying statutory minimums. The enforcement 

approach to produce the same level of fines and naming and shaming between 

unscrupulous employers and employers who have acted to amend an error against the 

Regulations is unfair and causes significant financial and reputational damage for 

employers. Fines being retrospectively applied for up to six years can also unfairly escalate 

the financial costs of a breach, even when the breach has resulted from a change in 

interpretation of the Regulations from enforcement officers.  
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Annex D 

Subject Analysis 

Salary 

Sacrifice 

Lower-paid workers cannot benefit from employer salary sacrifice schemes as the regulations 

dictate these costs must be deducted from pay for NMW calculations. This means only higher 

paid workers can benefit from the NI savings associated with a lower headline rate of pay 

when they opt in to a salary sacrifice arrangement. This is despite the potential for lower-paid 

workers to benefit most from salary sacrifice schemes and reduced NI costs due to their lower 

headline pay.  

As a result, the regulations disincentivise employers from adopting salary sacrifice schemes, 

for example providing childcare vouchers, due to the administrative difficulties they may cause 

with ensuring NMW compliance. The regulations can also prevent workers from accessing the 

full range of their employer’s salary sacrifice schemes where the cumulative impact of these 

schemes may be to reduce pay too far for NMW calculation purposes. 

Deductions We are aware that payments made by an employee to rent a property above a convenience 

store are being considered by HMRC as a deduction for NMW calculation purposes. This is 

regardless of whether payments are made to a separate management company and despite it 

not being compulsory for an employee to live in the property. This enforcement approach 

encourages retailers to prevent employees from living above the shop even when available on 

an advertised commercial basis. This does not follow the spirit of the regulations that 

deductions cannot be made “for the employer’s own use and benefit”.  

Uniforms When considering payments to be deducted from pay for NMW calculation purposes, the 

regulations carry a distinction between expenses incurred for a colleague to carry out a job for 

their employer and expenses incurred to secure the job with their employer. The application of 

this distinction for uniform expenses is unclear and not clearly split between ‘required’ and 

‘voluntary’ expenses.  

For example, it is not clear whether uniform costs should be deducted from pay for NMW 

calculations and how this should be recorded in the following examples: 

- Where an employment contract specifies a colleague should wear black shoes, 

whether they may or may not be reasonably expected to already own black shoes 

- Where an employment contract specifies a colleague should wear ‘smart’ clothing i.e. 

smart trousers 

- Where a worker has more than one job and uses a) existing uniform from another job 

b) uses new uniform in the other job 

Employers would value clear guidance on how to attribute the costs of uniform and reasonably 

reimburse colleagues for uniform costs when required, for example; 

- whether employers can set a reasonable limit on expenditure incurred they will 

reimburse 

- whether they can establish a recommended supplier list for uniform items with or 

without employer labelling, and  

- what the process is when a colleague purchases uniform at an unreasonable cost.  
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It is also unclear how employers can proceed when a colleague cannot provide evidence of 

their uniform expenditure and how HMRC will view cases where workers do not inform 

employers that they have incurred expenditure on uniform costs.  

Guidance could also usefully clarify how uniform costs should be practically deducted for 

payroll procedures. For example, if the uniform costs must be deducted from pay for NMW 

calculations in the pay reference period they are purchased, this could bring average pay per 

hour below the NMW if the colleague works a small number of hours in that pay reference 

period. Employers would welcome clarification whether uniform costs in this example could be 

reimbursed in the next appropriate pay reference period.  

Working 

Time 

The regulations state that overall working hours in a pay reference period for time workers is 

calculated by adding together time spent working and time treated as worked, including 

training times. This is complicated by the absence of a definition of work. 

For example, the regulations do not state whether working time should be extended beyond 

core working hours when a colleague arrives early or leaves late from their shift, whether 

actively performing their work duties or being at the employer’s premises. The regulations also 

do not state whether time spent changing into work uniform, either on or off the premises, 

should be counted as time spent working and, if so, how much time employers should 

designate to uniform changing times.     

Clarification on the above may also bring forward queries about how employers should record 

working time. For example, whether employers should record colleague working hours or use 

a signing in/signing out system filled out directly by colleagues. The regulations do not state 

whether this should include time spent working which has not been sanctioned by the 

employer, for example starting early before a given shift or finishing late after the end of a shift.  

Time Off In 

Lieu 

(TOIL) 

The regulations do not recognise the TOIL concept, whereby an employer gives a colleague 

time off work instead of payment for overtime hours previously worked. This prevents lower-

paid workers from benefitting from TOIL arrangements which some colleagues prefer to 

additional pay.    

Not recognising TOIL in the regulations creates a potential for retailers to be caught out when 

a colleague works extra hours during one pay reference period but takes TOIL in a different 

pay reference period. This makes it difficult for retailers to offer TOIL to colleagues, particularly 

for lower-paid staff who typically are on shorter pay reference periods.   

 


