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The British Beer & Pub Association (BBPA) is the leading organisation representing 
the brewing and pub sector. Our members account for some 90 per cent of beer 
brewed in Britain today, and own around 20,000 of the nation’s pubs. A full list of our 
members can be found here. We welcome the opportunity to set out our views on the 
Commission’s call for the evidence, and hope these are useful. We also support the 
responses from our partners at the British Hospitality Association, the Association of 
Licensed Multiple Retailers, and Business in Licensing.  
 

Economic Outlook 

1. What are your views on the outlook for the UK economy, including employment 
and unemployment levels, for: a) the period through to September 2017; b) the 
period from September 2017 to September 2018? 
 

2. What has been your experience of wage growth and inflation in the last year and 
what do you forecast for the next couple of years? 
 

Since 2010, median wages in food and beverage service activities have increased by 
2% (mean wages were up 3%). A switch from full-time to part-time employment has 
dampened average wage growth in the sector when considered in terms of weekly 
rather than hourly wage. Looking just at full-time employees, median wages were up 
6%, and mean wages up 3%. For part-time employees, median wages were up 9% 
and mean wages up 10%. Data sourced from the Annual Survey of Hours and 
Earnings published by the Office for National Statistics.  

 
3. What do you assess as the current state of business conditions in the UK? To 

what extent are the economic and business conditions in place to allow a faster 
increase in the minimum wages (including youth and apprentice rates) taking 
into account the implications on employment?  How, if at all, do these vary by 
sector, type and size of business and nation or region? 
 
We limit our comments to the brewing and pub sector specifically.  

Beer and pubs generate £22 billion of economic activity and provides £10 billion in tax 
revenues. The sector sustains almost 900,000 UK jobs in all parts of the country, as 
outlined in the below table: 

http://www.beerandpub.com/membership/our-members
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Source: Local Impact of Beer & Pub Sector, Oxford Economics (2015) 

 
The sector provides crucial access to the job market for young people plus flexible 
working opportunities, with pubs employing 1 in 14 under 25’s currently working. 
 

 
 
Due in part to three successive beer duty cuts from 2013 onwards, the sector is 
experiencing a fragile recovery – however this does vary across the country with 
trading conditions in London and other large cities different to elsewhere.  
 
 

 

GVA (£m) Employment Wages (£m)

South East 3,014 140,033 1,493

London 3,082 89,670 1,539

East 1,839 77,452 937

South West 1,891 91,600 945

West Midlands 3,094 86,155 1,184

East Midlands 1,374 66,181 709

Yorkshire & The Humber 1,641 73,681 866

North West 2,301 89,349 1,108

North East 708 35,783 379

Wales 858 42,167 464

Scotland 1,552 60,295 767

Northern Ireland 351 16,755 192

UK 21,705 869,122 10,585

Overall beer and pub 
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Impact of NMW 

4. What has been the impact of the National Minimum Wage (NMW), such as on 
employment, hours, pay structures, contract type, and profits, in particular over 
the last twelve months?  Has this impact varied, and if so how (for example, by 
sector, type and size of business, nation and region, or groups of workers – 
including women, ethnic minorities, migrant workers, disabled people, older 
workers, and those who are unqualified)? 
 
The 2014 moderate rises in minimum wage rates reflected the hospitality sector’s 
concern not to harm employment growth in the sector, at a time where economic 
recovery is still fragile. Pubs still continue to close (BBPA estimates approximately 13 
per week) however new pubs are being built with an increasingly food-led focus – 
which often means pubs employment in excess of 10 staff. Employment levels in the 
sector are broadly flat over the last twelve months, despite pub closures. 
 

5. What do you estimate will be the effect of the 3.0 per cent increase to the adult 
rate of the NMW, the 3.3 per cent increase to the Youth Development Rate, the 
2.2 per cent increase to the 16-17 Year Old Rate, and the 20.9 per cent increase 
to the Apprentice Rate in October 2015?  
 
We are of the view that such increases are sustainable, however it must be noted that 
a significant number of pubs are marginal businesses and any increases in costs (such 
as wages) will lead to decisions over staffing levels. 
 
The increase in the apprenticeship rate should help encourage recruitment of 
apprentices in the sector, coming as it does at a time when the pub sector in particular 
is looking to increase the number of apprenticeships and show the benefits of 
hospitality apprenticeships. However, it should be borne in mind that successive large 
increases in the apprentice rate may negatively impact such progress. It should also 
be noted that the incoming apprenticeship levy will potentially increase costs for 
businesses.       
 
 
Future Rates 
 

6. At what level should the NMW be set in October 2016? (only 21-24 year olds will 
receive this rate; it will not change the NLW for the period October 2016-April 
2017) 
 
As in previous years (whilst not specifying a future level for NMW going forwards) we 
believe that there should be an evidence-based proportionate increase in the NMW 
from October 2016, especially with regard to the introduction of the National Living 
Wage which we expand upon below. It is vital that the NMW rate reflects the ability of 
businesses to both retain existing staff and allow for recruitment as businesses expand 
in what remains a fragile economic environment. We would point out that the 
introduction of the NLW does add considerable uncertainty to recruitment plans in the 
sector.  
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7. At what level should each of the other rates of the minimum wage be set in 

October 2016 - that is, for 16-17 year olds, the Youth Development Rate (18-20 
year olds), apprentices, and the accommodation offset? 
 
As above, we feel that the LPC should set youth rates at a level that does not deter 
businesses from hiring younger people. 
 

8. At what level should each of the rates of the minimum wage be set in 2017? 
(Note: the exact applicable period depends on the outcome of the 
government’s review of the NMW and NLW wage cycles. The next rate 
recommendations could be in October 2017, or in April, if the cycles are 
aligned). How valuable will you find indicative future rates of the NMW? 
 
We do support the NMW and NLW wage cycle being aligned to a common date, 
preferably April of each year. Given the major changes announced this year in the 
introduction of the NLW and with the full impact of this yet to be seen, we would be 
hesitant to comment on potential increases further into the future than 2016. In terms 
of how valuable indicative rates are, we would welcome broad predictions to help give 
some level of certainty to business.  
 

National Living Wage (NLW) 

9. What are your views on the likely impact of the introductory level of £7.20 an 
hour for workers aged 25 and over (from April 2016), such as on employment, 
hours, earnings, pay structures, differentials, progression, contract type, or 
profits?  
 

The pub sector has been broadly accepting of this increase, however the transferral 

of costs from Government to employers does build in further risk and uncertainty with 

regard to the eventual impact of NLW. However there is concern in the sector around 

the impact this could have in practice for some marginal businesses.  

10. Do you think the impact of the introductory rate of the NLW will vary, and if so 

how (for example, by sector, type and size of business, nation and region, or 

groups of workers – including women, ethnic minorities, migrant workers, 

disabled people, older workers, and those who are unqualified)? 

 
There will be variation in the impact of NLW in different parts of the pub sector. For 
example, the vast majority of the sector is comprised of individual small pub 
businesses which often operate under tight margins and where staff costs can range 
from 12% to 26% of turnover, depending on the type of pub operation. For regional 
variations in pub employment, please see the table at the beginning of this response.  
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11. To what extent is the impact of a higher wage floor for workers aged 25 and over 
affected by other changes to business costs (National Insurance cuts; 
corporation tax; and so on)? 
 

The BBPA welcomes Government's attempt to offset some of the additional burden of 

increased salary payments through rises in National Insurance contributions 

employment allowance from £2,000 to £3,000. However this is only a relatively small 

proportion of the salary increase, for example the £1000 extra allowance will not offset 

overall cost increases from the National Living Wage (equating to an offset for 

approximately only one full time member of staff) 

12. What are your views on the differential between the National Living Wage and 
the other National Minimum Wage rates?  How should the NLW affect the other 
rates, if at all?  

 
Ideally, we would support the current system of setting wage levels whereby the LPC 
maintains its independence in setting rates based on evidence gathered from all 
affected stakeholders during the previous year.  However, we also recognise that the 
fixed nature of future NLW increases makes the job of the LPC much more challenging 
when having to justify the level of future NMW increases. Clearly this must now be a 
consideration to avoid significant distortions being created in the jobs market. 
 
The NMW/NLW differential will affect the jobs market and the demographics of 
employment in certain sectors more than others and may also vary by region.  The 
current national split in our sector is around 46% 18-24 year olds and 54% aged 25 and 
above so the size of the differential is a material one and therefore could become an 
increasing consideration in marginal small businesses such as public houses.  
 
One approach which could be taken might be whereby NMW is also pegged to median 
earnings in a similar way to NLW. However this would have to be at a lower percentage 
of the median wage by 2020 than the target for the NLW to avoid unsustainable 
increases in the NMW, which would ultimately cost significant numbers of jobs. 
However, as stated above we are supportive of continuation of evidence based rate 
setting as in previous years.  
 
Despite coming down in recent years, unemployment among 16-24 year olds is still 
above the OECD average and regions like Yorkshire and Humberside, the North East 
and North West are above the UK average. We believe that applying the likely NLW 
rate increases to the NMW rate structures would have a damaging effect on youth 
employment and should be avoided. It is vital that the NMW reflects the continued need 
to reduce overall unemployment among this group. 
 
For example, a proportion of median earnings equivalent to around £8 per hour by 2020 
could be considered a reasonable aspiration for the NMW which would entail annual 
increases of around half the rate of the NLW between now and 2020 and be just over 
50% of forecast median earnings.  This was considered to be at the top end of what 
was affordable for businesses when such targets were previously being considered.  
This would mean the NMW would be around 85% of the NLW by 2020. 
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13. What are your views on the proposed timing of the National Living Wage cycle 

(rate review each April) and the existing National Minimum Wage cycle (current 
rate review each October)?  What are your views on aligning them both in April? 

 
As mentioned above, we would be supportive of having one cycle with changes to 
both NMW and NLW coming into effect in April of each year.  
 

14. What are your views on the likely impact of NLW reaching 60% of average 
earnings by 2020, or more than £9 on current earnings forecasts? Do you have 
any comments on the best trajectory?  

 
We are of the view that the best trajectory should be a straight line increase to 2020, 
rising by the same amount each year unless there was compelling evidence for the 
LPC to take a different view in a particular year.  A degree of certainly for business 
planning is clearly important 
 

15. At what level should the National Living Wage (for those aged 25 and over) be 
set in April 2017?  (We will seek further views on this question in the spring of 
2016.) 

 
As above, we would prefer to see NLW rise by the same amount per year to reach the 
target of 60% of median earnings. 
 

21-24 Year Olds 

16. What has been the impact of the minimum wage on workers aged 21-24 and 
what effect do you think it has on their employment prospects? 

 
Given the pub and brewing sector employs 1 in 14 under 25 year olds currently in 
work, suggests that the NMW is beneficial to these younger workers.  
 

Young People and Apprentices 

17. What has been the impact of the minimum wage on young people and what 
effect do you think it has on their employment prospects? 

As above. 

 
18. What has been the impact of the Apprentice Rate (on pay; provision and take-

up of places; and training volume and quality)? 
 
The brewing and pub sector has significantly increased the number of apprenticeships 
in the last couple of years, with larger operators such as Mitchells and Butlers and 
Greene King being at the forefront of this. This suggests that the apprenticeship rate 
has been a success. However finding suitable apprentices keen to work in hospitality 
and the complexity of the funding process has stifled further take up in our sector 
among smaller operators particularly. 
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Compliance & Enforcement 

19. What issues are there with compliance with the NMW?  Do particular groups 
experience problems with NMW compliance (for example apprentices, those 
working in the social care sector, migrant workers or interns/others undertaking 
work experience)?  What is the extent and trend? 

 
The BBPA has produced guidance to assist licensees with ensuring they are paying 
employees at the correct NMW levels.  
 

***** 


