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Pay bargaining news

Recent settlements

In reporting overall settlements we are using the term “median level” of pay settlement.  This represents the midpoint of all pay settlements rather than a mean average figure.  The information reported is drawn from IDS Pay Report published on a monthly basis.
According to IDSPay.co.uk the median pay settlement level has increased sharply to 2.8 per cent in the three months to January 2011. This is up from 2.2 per cent in the last rolling three-month period. Nearly half of awards are at 3 per cent and above. The latest data indicates the influence of higher inflation and the improved economic outlook, particularly in manufacturing, where most of the January settlements are concentrated.               

There are no public sector awards in this analysis, so the whole-economy picture is really a private sector one. Nearly three-quarters of awards in this three-month analysis period are in manufacturing, where the median is 2.9 per cent. A smaller proportion of awards are in private services, however the median here has increased sharply, also to 2.9 per cent, from 2.1 per cent in the three months to December 2010. This is partly to do with lower awards in the retail sector effective from October falling out of the latest three-month analysis, but there are some new awards at higher levels as well.
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Ken Mulkearn, editor of IDS Pay Report, said: ‘Our latest figures show that wage rises have picked up in manufacturing and the level of awards in private services appears to have picked up too. The number of awards at 3 per cent or above has been rising and this has emerged as a key figure in pay setting. However, pay awards are still trailing some way behind inflation. This gap looks set to continue if inflation continues to rise’. 

	Summary of key settlement data from IDSPay.co.uk

	For the three months to the end of January 2011, based on 52 settlements covering 244,935 employees in total

	Median (whole economy)
	2.8%

	Average
	2.9%

	Inter-quartile range (whole economy)
	2.0 to 3.8%

	Median (manufacturing and production)
	2.9%

	Median (private services)
	2.9%


01 March 2011
General Mills (Jus Rol) Berwick
4.0%: Second stage of a 2 stage 21 month agreement with an increase of 4% RPI based.
ABB (Manufacture of electricity distribution and control apparatus)
A 3% increase on pay rates.
HSBC
2.5%: 26,500 clerical employees affected
01 April 2011 

Northumbrian water

3.71%: This increase forms the final stage of a 3 year deal 

High inflation is here to stay — but how high and for how long?
Workers and people on low incomes are being squeezed disproportionately because wage, pension and benefit rises are falling behind real inflation levels. While inflation is expected to continue at high levels this year and then fall back in 2012, the prospects for the longer term are very uncertain.

February’s shock inflation figures of 5.5% on the Retail Prices Index (RPI) and 4.4% on the Consumer Prices Index (CPI) proved that the cost of living will be an even bigger challenge to living standards this year than it was last year. 

The main factors feeding into the current high inflation rates are energy prices and the cost of imports. In February, the Office for National Statistics identified transport — particularly fuel prices but also air fares — food and soft drinks, restaurant and café prices, and rents and materials for housing repair as the main culprits. A 20% fall in the sterling exchange rate since 2007-2008 has made imports more expensive while increases in VAT (restoration of the 17.5% rate in January 2010 and the increase to 20% in January 2011) have added to the cost of living.

The February figures mean that RPI inflation is running at well over twice the average rate of growth in regular earnings of 2.2%. The CPI, which generally gives a lower figure for inflation because of the way it is calculated, is also now running ahead of earnings and wages. TUC general secretary Brendan Barber said the figures showed just how unfair Britain has become, saying: “At the top, bankers’ pay and bonuses continue to grow, while ordinary people see their living standards fall, their jobs under threat and vital services cut”.

Inflation is well ahead of pay settlements even in the relatively healthy private sector where the mid-point of pay settlements is currently 3%. But the impact is being felt even more acutely in the public sector, where local government workers in England, Wales and Northern Ireland recently learned that they can expect another year of frozen wages.
The question now is, are the current high inflation rates a very temporary event or are they here to stay for the medium term?

This is not the first time inflation has strayed into the four to five per cent range in the last few years. The so-called NICE decade, a period marked by its Non-Inflationary Constant Expansion, is seen to have ended in 2007. That was the year that the January RPI inflation rate jumped to 4.2%, up from 2.4% a year earlier. By January 2008 it was still 4.1%. After a rare period of negative RPI in 2009 (as the economy crashed and interest rates were cut) RPI was back to 3.7% by January 2010. The latest 5.5% figure represents another upward lurch. 

It is a similar story with the Consumer Prices Index (CPI) even though the Bank of England is charged with keeping that to around 2% (the government’s inflation target), chiefly by making adjustments to interest rates. The 4.0% CPI figure at the start of this year, followed January rates of 3.5% in 2010, 3% in 2009, 2.2% in 2008 and 2.7% in 2007. Mervyn King was obliged, once again, to write to chancellor George Osborne to explain why CPI inflation remains more than one percentage point above target. 

Courtesy: Workplace Report

Private sector pay deals reveal divide
Divisions in the private sector stand out clearly in the latest set of pay deals monitored by the LRD Payline database. Although there were barely any pay freezes in the three months to February there were some significant deals below the 3% mid-point. 
Pay deals significantly above the 3% mid-point included a number of manufacturing companies. There were rises of 5% at Rolls-Royce Production (Derby) and at British Bakeries (Mossend), the latter as a result of an existing RPI-plus pay deal. Ineos Manufacturing had a 4.8% rise on pay rates and shift allowances. 

Pharmaceutical manufacturer Sanofi Aventis awarded its Dagenham staff and manual workers a 15-month pay deal worth 3.75% (individual awards for staff vary above and below that figure) while communications manufacturer Gaitrronics in the West Midlands had a 3.5% pay deal. 

However, in the construction industry, Thermal Insulation Contractors settled on only a 1.9% pay rise effective from 1 January, while the Flat Glass Council had a 2.0% rise. In the big Construction Industry Joint Council (CJIC) agreement, efforts to secure a pay rise going back to 2010 have still not succeeded, although talks are set to resume in early May. 

In the finance sector, the Nottingham Building Society reached a settlement based on a 2.8% rise in the paybill, while at the much larger HSBC the deal reached is based on a 2.5% salary bill increase. 

At HSBC, however, Unite managed to address low pay, and all staff will be brought closer to the market median for their job. There was also an increase in the minimum for the lowest pay band which means that the increase on the lowest basic rate was 5%.

Courtesy: LRD publications
Bargaining tips for 2011 
Below we set out some basic guidance on what to look out for when the employer says no.
· Company dividends or executive bonuses – are these still being paid?
· Equal pay – is there a gender pay gap in our workplace? 

· Greater pay transparency – are you getting a fair share? – Unite research can provide market comparisons.

· Open up the accounts – if your company is a public one then Unite Research can access and advise on the state of the company’s profitability.
· Are there increases in productivity or other savings being made – are we getting a fair share?
· Has the company had any extraordinary items that have pushed them into loss that disguise an underlying profit (eg: cost of a takeover or restructuring?)

· Have there been any share buybacks (another way of rewarding shareholders over and above their dividends)?

As well as using the Unite Research department please make good use of the on line services that the union provides.  Top of the list is the Unite Pay and Conditions (LRD Payline) where all the latest agreements are set out with as much detail as you have provided.

What can it do for me?

The pay and conditions service holds details of 2,300 agreements covering pay, hours, holidays and other conditions of employment, such as maternity arrangement, London weighting and paternity leave, plus short comments on key trends in individual settlements. You can use it to compare pay increases and pay rates in your own industry/region, or you can spread the net wider, perhaps to check on new developments like parental leave. Both the private and public sectors are covered. 
You can access the Payline service via the My Unite logon on the Unite web site or click on the link below.

http://www.unitetheunion.com/logon.aspx?ReturnUrl=%2fresources%2fpay__conditions_database.aspx%3fpage%3d389&page=389
Workplace representatives guide to the web
Unite understands that many workplace representatives are now able to access the internet either in the workplace or at home.  Whether it is preparing a pay claim, checking out health and safety issues, understanding new issues in the workplace or checking basic employment rights, the internet can provide a useful first stop for information.

Unite research department has produced a guide which contains links to a wide range of sites which have been found to be useful in meeting the needs of workplace representatives.
Please click on the link below to access the guide:

http://www.unitetheunion.com/PDF/Reps_guide_to_web2009.pdf
Unite Research Department
March 2011
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Key Stats





Retail Price Index





Current RPI	5.5%





Current CPI    4.4%





RPI remains the favoured basis for inflation references in pay claims.  It is the most extensive basket of goods and services and includes housing costs which for most workers is the highest outgoing. 





For the complete breakdown of how prices have been rising go to the following link:





� HYPERLINK "http://www.statistics.gov.uk/downloads/theme_economy/a-to-i-feb-2011.pdf" ��http://www.statistics.gov.uk/downloads/theme_economy/a-to-i-feb-2011.pdf�





Earnings





Average earnings Dec 2010


Total pay





Whole economy	3.5%


Private sector		3.8%


Public sector		2.4%


Manufacturing		1.8%


Services		3.9%





Source: statistics.gov.uk/pdfdir/lmsuk0311.pdf





Inflation forecasts


                    		RPI 


	  Rounded average    


1st quarter 2011	4.5%


2nd quarter 2011	4.1%


3rd quarter 2011	4.0%


4th quarter 2011	3.9%





Source> IDS Pay report 1067








Editorial


Prices surge while pay lags 





The latest inflation figures show prices shooting up, with the Retail Prices Index (RPI) having risen by 5.5% in the year to February, up from the 5.1% recorded for the year to January. RPI excluding mortgage interest payments (RPIX) rose in exactly the same way, and the Consumer Prices Index also went up from 4.0% to 4.4%.


Meanwhile pay settlements as recorded by the LRD Payline database only rose by an average of 3.0%. The median (mid-point) for all settlements in the three months to February was 3.0% and the median for the payround from August 2010 is a mere 2.6%. The figures for the year to February show a median increase of 2.3%.


The median figures from other analysts suggest that settlements are rising, but they remain below the LRD figures.


The latest government figures on Average Weekly Earnings (AWE), for the year to January, suggest that total pay rose by 3.5% but if bonuses are excluded this figure drops sharply to 2.3%. The figures excluding bonuses show that average earnings rose by 2.6% in services but only 1.8% in manufacturing. If bonuses are included the rise in average earnings shoots up to 3.9% in services but remains only 1.8% in manufacturing.


The latest forecasts for pay and prices suggest that the RPI will still be increasing by around 4.3% at the end of this year while average earnings will only rise by 2.6%. 


It is likely that the forecasts for inflation will be revised upwards in the light of the latest figures.






































Breakdown of key RPI Statistics





All items index for housing (excluding mortgage interest payments) up 5.5%


Petrol and oil up 15.6%


Vehicle tax and insurance up 27.1%


Rail fares up 6.0%


Food up 6.4%


Oil and other fuels up 30.6%


Clothing and footwear up 12.7%


Motoring expenditure up 10.5%


Household consumables 6.8%
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