
 

 

 
 

Report to: Personnel & General Purposes Sub-Committee, 14th October 2020 
 

Report of: Head of People Services  
 

 
Subject: LIVING WAGE FOUNDATION ACCREDITAION  

 
1. Recommendation 
 

1.1 That the Sub-Committee notes the analysis set out in this report and the 
previous report of 26 February and agrees to recommend to the Policy and 

Resources Committee that the Council applies for accreditation with the 
Living Wage Foundation. 

 
2. Background 
 

2.1 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’. 

2.2 More relevant background can be found in the Appendix which is a previous report 

to this Sub-Committee on the matter from 26 February 2020. 

2.3 Since the date of that meeting, officers have: 

 held discussions with Freedom Leisure which is the Council’s main contractor that 
will be affected by these proposals; 
 

contacted the procurement team at Birmingham City Council who explained how 
they have built living wage compliance into their procurement processes; 
 

 reviewed the legal position to understand fully the potential implications of 

procurement regulations in relation to Living Wage Employer accreditation.  

2.4 Freedom Leisure has provided an estimate of the additional costs that would be 

incurred by requiring them to adopt the real Living Wage. Their estimate is that this 
would add around £110,000 a year to their payroll costs, based on the current living 

wage of £9.30 per hour and their current staffing structures. It should be noted that 
Living Wage accreditation does not anticipate that contractual arrangements with 
suppliers are altered in mid-contract. In the case of the Council’s leisure contract 

therefore, the change would not come into force under normal circumstances until 
2025, by which date the actual rate will have increased. 

 
2.5 Freedom Leisure has also confirmed that their business model can accommodate 

paying different rates for similar work in other parts of the country. This is because 

Freedom Leisure has already had to accommodate multiple TUPE transfers from local 
authorities and so they are used to employing staff on many different terms and 



 

 

conditions of employment. They were also able to confirm that they already have 
some living wage contracts with local authorities and that building the Living Wage 

into the City Council’s contract would not dissuade them from seeking the work.    
     

2.6 The potential approach was benchmarked with another local authority, Birmingham 

City Council, which has already secured Living Wage accreditation. The procurement 
team at Birmingham City Council advised that including the Living Wage in contracts 

has been less problematic than anticipated. 
 

2.7 The procurement experience at Birmingham City Council was that most sectors of 

their supplier base could accommodate a requirement to pay the Living Wage within 
an overall contract price which was acceptable to the Council. The Living Wage was 

then monitored as part of the contract’s overall measure of social value. The 
exception to this has been in the care provider sector where a more bespoke 

approach to wages has been necessary. However, it should be noted that Worcester 
City Council does not, as a District Council, commission social care contracts and so 
this experience may not be directly applicable. 

 
2.8 In summary, for the City Council, accreditation with the Living Wage Foundation 

appears to be entirely possible, but there are cost implications. It is estimated that 
annual excess costs, most of which will not be incurred until 2025 on renewal of the 
leisure contract, would be in the order of £150,000 every year, based on current pay 

rates and applying inflation and a degree of contingency.   If this policy was adopted 
then the City Council would need to plan for this cost within its annual budget.  

 
2.9 Accreditation will make a small direct contribution to the local economy in higher 

wages and give the City Council a position to encourage other employers in the City 

to pay the living wage which could further enhance the local economy. This would 
help the Council meet its duty to consider social value in its contracting 

arrangements.  
 
3. Preferred Option  

 
3.1 That the Sub-Committee recommends seeking accreditation with the Living Wage 

Foundation to the Policy & Resources Committee. 

4. Alternative Options Considered 
 

4.1 The Council could decide not to take any further steps to pursue Living Wage 
Foundation accreditation.   This option is not recommended because the analysis 

undertaken suggests that the benefits of the scheme could be delivered provided the 
Council makes sufficient budget provision for them. 

5. Implications 

 
5.1 Financial and Budgetary Implications 

 
Estimated costs are detailed in the report. There is also a £250 joining fee with the 
Foundation. It is possible that the financial implications will be different, at the point 

contracts are re-tendered. The estimates given in this report are assessed to be 
realistic based on current available information. 

 
 



 

 

5.2 Legal and Governance Implications 
 

The Council must comply with the Public Contracts Regulations 2015 in its 
procurement processes. Specifying that bidders must offer staff a minimum rate of 
pay is not unlawful provided it is proportionate and relevant to the individual 

contract being tendered.  The EU Parliament, in response to a parliamentary 
question about Living Wage contract conditions, provided helpful clarification on this 

issue: 

“Living wage conditions may be included in the contract performance clauses of a 
public procurement contract 'provided they are not directly or indirectly 

discriminatory and are indicated in the contract notice or in the contract documents'. 
In addition, they must be related to the execution of the contract. In order to comply 

with this last condition, contract performance clauses including living wage 
conditions must concern only the employees involved in the execution of the relevant 

contract, and may not be extended to the other employees of the contractor”. 

In addition, the Council’s social value duty is relevant to the question of Living Wage 
pay rates in contracted out services. The Public Services (Social Value) Act 2012 

applies to all service contracts and frameworks to which the Public Contracts 
Regulations 2015 apply. As part of pre-procurement planning contracting authorities 

are under a duty to consider how what is being procured might improve the 
economic, social and environmental wellbeing of an authority’s area. The authority 
must also consider how, through the procurement, it can secure that improvement 

whilst acting proportionately and ensuring any action is relevant. In certain 
circumstances the payment of a Living Wage to workers employed by a contractor 

may be viewed as improving the social and economic wellbeing of an area and so the 
Living Wage is likely to be a relevant consideration under the Social Value Act.  

The Council also has a duty under s3 Local Government Act 1999 to secure 

continuous improvement in the performance of its functions. Termed the best value 
duty, it is defined as a combination of economy, efficiency and effectiveness. 

Therefore it permits the Council to take a wider view of value for money outcomes in 
procurement processes than simply securing the lowest price. 

 

5.3 Risk Implications 
 

There is a risk that accreditation would reduce the number of suppliers willing to bid 
for work with the Council. However the findings set out in this report suggest this 
will not be a significant risk and as the legal section notes, the requirement to pass 

on Living Wage rates to suppliers must be assessed as being proportionate and 
relevant to each individual contract which is tendered. Therefore there is scope to 

listen to the supplier market and particularly in the case of small organisations, 
understand what is affordable to them. 
 

There is also a risk that the financial implications set out in this report are not 
accurate by the time the Council’s main retendering exercise occurs, in 2025. 

 
 
 



 

 

5.4 Corporate/Policy Implications 
 

Accreditation will require amendments to the Council’s procurement code of practice 
and associated guidance. 
 

5.5 Equality Implications 
 

Nationally available data shows that workers of certain protected characteristics 
experience persistent inequality in terms of pay and conditions. For example, there 
are pay differentials according to age, gender and ethnicity. Establishing a Living 

Wage for Council contractors as well as direct employees makes a contribution 
towards reducing this form of inequality. 

 
5.6 Human Resources Implications 

 
As set out in the original report of 26 February. 
 

5.7 Health and Safety Implications 
 

None 

 

5.8 Social, Environmental and Economic Implications 

 

Requiring our contractors can contribute to social and economic improvements by 

help to raise wages for the lowest paid workers in the City. 

 

 
 
 

Ward(s):   All 
Contact Officer: Mark Edwards 

                                      mark.edwards@worcester.gov.uk 
                                      01905 722042         

Background Papers: P&GP Living Wage Accreditation Report – 26 February 
2020    
  

mailto:mark.edwards@worcester.gov.uk


 

 

                                                                                                       Appendix 1 

 
 
 

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 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 morale 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 than 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. 

 

 

 

 

 

 

 

 


