
Report to: Personnel & General Purposes Sub-Committee, 26th February 2020

Report of: Head of People Services 

Subject: LIVING WAGE ACCREDITATION UPDATE REPORT

1. Recommendation

1.1 That the Sub-Committee notes the progress being made to identify the 
implications of and actions necessary to become an accredited Living Wage 
Employer.

2. Background

2.1 The Council has paid its lowest paid employees the Living Wage since 2014, but until 
now has not sought accreditation with the Living Wage Foundation. 

2.2 On the 22nd October 2019 Council resolved ‘That Council now proposes to take the 
next step and become an accredited living wage employer by November 2020 and 
directs officers to produce a detailed report of proposals and implications to the next 
Personnel and General Purposes Sub-Committee’.

2.3 What is now often called the Real Living wage is a voluntary pay rate set by the 
Living Wage Foundation based on a calculation of the level of income needed for an 
acceptable standard of living in the UK.  The rate is currently set at £9.30 for most of 
the UK.  A higher rate of £10.75 applies in London.  It applies to all workers over the 
age of 18.  The argument for adopting the living wage is principally a moral one, but 
Foundation research suggests that it can improve staff moral and productivity, 
improve employee retention, reduce rates of sickness absence and deliver higher 
quality candidates for vacancies.  

2.4 The term ‘Real Living Wage’ has been adopted to distinguish it from the more 
recently implemented National Living Wage which is statutory figure set by the 
government.  This rate is currently set at £8.21, but is set to rise to £8.72 on the 1st 
of April this year.  This is in effect a statutory minimum wage for workers aged over 
25.  Separate national minimum wages are in place for younger workers at £7.70 
from age 21 to 24, £6.15 from 18 to 20 and £4.35 for workers under 18.

2.5 Accreditation with the Living Wage Foundation involves more that just paying our 
employees the Real Living Wage.  We also have to commit to having all of our 
regular third-party contracted staff paid the Real Living Wage and it is this aspect of 
accreditation that the bulk of this update focuses on.



3. Information 

3.1 The Living Wage Foundation sets a clear basis for identifying relevant contracts.  
These are all contracts where labour is being purchased for at least 2 hours a week 
and for 8 consecutive weeks.  Contracts deemed to be in scope are identified in the 
restricted Appendix to this report.  We are in communication with the Foundation 
now and liaising with them on possible future accreditation.

3.2 The Foundation does not require us to persuade contractors to pay the living wage in 
the middle of an already awarded contract.  What they do require us to do is actively 
plan to build living wage compliance into our procurement processes and in 
particular communicate our position to all potential suppliers and build the living 
wage requirement into our pre-qualification questionnaires.  They acknowledge that 
this work is complex and challenging and if we are to progress they will endeavour to 
set us up in a buddying arrangement with a council that has already achieved 
accreditation.  

3.3 Financial Implications for contracts 

None of the contractors identified are living wage employers.  In total we estimate 
that living wage accreditation would potentially add around £300,000 a year to our 
costs, but this is necessarily a very rough estimate at this stage and we will seek to 
firm these figures before any final commitment to accreditation.  In addition there is 
a modest cost of £250 for the accreditation process. 

3.4     The Council also spends around £500,000 a year on agency workers to provide 
affordable cover for absences and vacancies in essential services.  Legislation on 
treatment of short term workers means that agency workers transfer on to our real 
living Wage rates after 12 weeks.  We need to change that transfer point to 8 weeks 
to meet the foundation criteria.  We estimate that this would add around £20,000 to 
our employment costs each year although use of agency workers can vary from year 
to year. 

3.5    Other implications 

As the Appendix indicates, it would be 5 years before we could build the living wage 
into all of our contracts. That in it would not preclude us from gaining Living Wage 
accreditation as long as we can satisfy the foundation that our plans and 
procurement process changes were meaningful and credible.  Perhaps the biggest 
concern is that some of the national players might be deterred from bidding by 
concerns about the pay structure implications for their wider national workforce.   
More widely it would be reasonable to predict that building living wage compliance 
into our procurement processes will narrow the pool of providers willing to tender 
and will tend to increase costs.

3.6 An additional complication is that requiring contractors to pay above the legal 
minimum wage (National Living Wage) would appear to be in breach of EU 
procurement regulations.  The foundation advises some ways of minimising the risk 
of legal challenge, including 

 Seeking a Living Wage based tender and a non-Living Wage tender and always 
opting for the Living Age option 



 Giving the living Wage a weighting as part of the social value evaluation of 
tenders 

They also note that no legal case has ever been brought against a local authority      
for using the Real Living wage in their procurement policy and practice.  Leaving the 
European Union may remove this barrier.

3.7 Some authorities have proposed specifying payment of the real living wage as a 
measure of social value under the provisions of the Public Services (Social Value) Act 
2012.  Even if this route is viable challenges remain.

 Staff may not be fully employed to work on council contracts.  They may also 
work on contracts for other employers; but it may not be possible for the 
employer to pass on additional costs to its other customers or pay an 
employee two different rates for the same work.

 Some suppliers might find themselves in a position where two employees 
doing the same work for different customers are paid different rates, leading 
to potential equal pay claims.

3.8     Next steps 

More work is required to resolve the issues described in sections 3.1 to 3.7.  We 
propose to bring a further update to the June meeting of this committee.  We also 
want to explore links between this initiative and another Council resolution.  Many 
Council’s build on their accreditation to promote the Real Living Wage to other 
employers in their area, declaring their area to be a Living Wage city for example.  
In this context it may be appropriate to consider merging this initiative with the Fair 
Employer resolution also agreed at Council in October. 

‘The Council resolves to work with local businesses and their representative 
organisations to demonstrate the merits of being a fair employer’.  In addition to 
paying the Living Wage being a fair employer involves further commitments such as 
offering stable contracts with regular amount of guaranteed hours.  The June update 
will offer further guidance on the merits of linking these two initiatives.
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