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Web case: establishing and extending the ‘real’ living wage in Metro City Council
Chapter 7 of the book covers efforts by campaigners to get employers to agree to pay their staff, and those of their contractors, a ‘real’ living wage. The voluntary living wage rates for 2019-20 are £10.75 (in London) and £9.30 (in the rest of the UK). The independently calculated real living wage rates are based on what workers and their families need to meet their living costs. This case concerns the decision of a local authority in the North of England – Metro City Council (a pseudonym) – to adopt the living wage, and its aftermath, particularly the efforts it stimulated by the unions to extend the living wage to staff employed by contractors. The council was very concerned about the extent of low pay in its area, and that many people struggled to escape from poverty. An investigation called for action to be taken to increase the proportion of workers in the city paid at, or above, the level of the living wage. As a result, in 2012 Metro City Council established a ‘Fair Employment Code of Practice’, which aimed to encourage its contractors to pay the living wage to their staff. It also introduced a ‘Living Wage Supplement’, which applied to 257 of its own directly employed low-paid staff. 

Importantly, ‘the decision to pay the Living Wage was a unilateral employer decision’ (Prowse and Fells, 2016: 154), without any evidence of pressure from the recognised trade unions in the council. Moreover, initially the living wage policy only covered its directly employed staff. However, the council’s decision provided the unions with an opportunity to campaign for the living wage to be extended to staff employed by contractors. There was a notable union campaign, especially by the GMB union, to extend the living wage to subcontractors and private companies delivering council services, including refuse collection, road maintenance, and school cleaning staff. In 2013, for example, two major contractors – Veolia for refuse collection and Amey for road maintenance – agreed that their staff working on contracts for Metro Council would be paid the living wage. The GMB also campaigned strongly to extend the living wage to school cleaning and catering staff, including a one-day strike at three schools in March 2013. Perhaps most notably, the unions’ efforts to extend the living wage in this way provided them with better opportunities to influence council policy on tendering services to private contractors. The GMB, for example, was given scope to ‘ask all tendering contractors how they intended to adopt the living wage in the costings of their tender submissions’ (Prowse and Fells, 2016: 158). 

The case of Metro City Council demonstrates how the living wage issue provides unions with opportunities to extend their reach into ‘areas of management decision making, particularly on procurement and the delivery of services’ (Prowse and Fells, 2016: 159). However, this occurred within a relatively favourable political context, with the Labour-controlled local authority being prepared to lead the way as an employer. Although contractors may be unwilling to commit to adopting the living wage for their employees, because of the increased costs that would arise from doing so, a combination of union campaigns and political pressure means that contactors sometimes have to ‘respond pragmatically to any living wage-related conditions in tenders they hope to secure’ (Prowse and Fells, 2016: 158).
Question
How far do you agree with the view that public sector organizations, such as local councils, should be able to mandate contractor firms to pay a living wage to their staff?
Source: Prowse, P. and Fells, R. (2016). ‘The Living Wage – policy and practice’, Industrial Relations Journal, 47/2: 144-62.
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