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Name of organisation
Habia - Sector Skills Body for Hair and Beauty, part of SkillsActive, the Sector Skills Council for Active Leisure, Learning and Wellbeing.

Name of individual
Andrew Darby

Email address
andrew.darby@habia.org

Telephone number
01302 774915

What are your views on the outlook for the UK economy, including employment and unemployment levels, for the period up to the end of 2014?  

In the Habia 2011-12 Employer Skills Survey, 43% of respondents said  that they anticipated no growth in numbers of employees over the next 12 months. 31% expected to employ more staff and 8% less. 17% didn't know.  In terms of client numbers and client spend, employers in the hair and beauty sector anticipated:  Number: 42% Up; 31% Same; 11% Down 16% Didn't know  Spend: 28% Up; 30% Same; 25% Down; 17% Didn't know    Overall feedback from employers is that trading conditions remain tight, with increased return periods between client visits and clients exchanging more expensive treatments for cheaper alternatives eg laser hair removal to waxing. In the 2006 survey 80% of respondents thought client numbers and spending would increase or stay the same, so there is less optimism than there was then.

Does your response to the previous question on the general economy differ from your views on the outlook for your sector/business/fellow workers/yourself?

The responses is a sector view.

Any other reforms you think the Low Pay Commission should take into account?
Introduction of student loans for vocational courses at Level 3 and above will impact negativley on progression rates from Level 2 to Level 3 programmes and apprenticeships.

How have your firm/firms in your sector coped with the NMW?

In the 2011-12 Habia Employer Skills Survey businesses were asked firstly if the NMW had had an impact on their business. Secondly, they were asked if the NMW had affected their willingness to take on trainees or apprenticeships over the last 12 months. Just over 6 in 10 businesses said the NMW had not affected their business with about a fifth saying it had. Looking at the results of the previous survey, about half of hairdressing businesses said the NMW had affected their business, falling to 30 per cent this year. Likewise, the proportion of Beauty Therapy businesses saying they have been affected by the legislation this year is 13 per cent, down from 33 per cent in 2006. This fall is to be expected as businesses get used to the legislation and learn to factor it in to their budgets. However, the proportion of barbering businesses saying they have been affected however has risen, from 11 per cent in 2006 to 28 per cent this year. Businesses in Scotland were more likely to say they didn’t know whether the NMW had affected them or not. The fifth who said that the NMW had affected their business this year were asked why they felt it had. There were 70 different reasons given to this question, but the most popular four were:  • Increased business costs/salaries  • Reduced hours staff work resulting in reduced opening times  • The business not being able to afford to take on a trainee  • The business employs less people generally    About a quarter of respondents said that the NMW has affected their willingness to use trainees and apprentices. About a fifth indicted that they employ fewer (compared to 6 per cent in the previous survey) whilst 6 per cent have stopped employing them altogether. A similar proportion (thirty per cent) said that they haven’t been affected by the NMW, with a small proportion employing more trainees/apprentices now than they did previously. Most businesses (47%), however, hadn’t ever used this type of employee.

How significant is the minimum wage in comparison with other pressures faced by business?

Labour costs are the biggest single operating cost to businesses in the hair and beauty sector. 60 % of businesses said that there was no impact from NMW, so presumably pay above it. Only 20% of respondents said that the NMW had an impact on their business.  NMW rates are often paid during the training period until apprentices are producing income for the business, so any increase here will impact directly.

Has the NMW affected small firms more than large firms? If so, how has this manifested itself?

No data
What has been the impact of the minimum wage on the labour market position of particular groups of workers, including: 

Older Workers Having to pay the NMW rate for age for older workers entering the industry while they are qualifying does impact negatively on employers' willingness to employ older workers.

At what level should the adult minimum wage rate be set in October 2013? 

Rise equal to inflation.

How important do you think pay is in influencing labour market outcomes for young people?

It is important but not the most important to start with. Career prospects, job satisfaction, working environment, training and qualifiactions are all as important.

What has been the impact of the minimum wage on young people and what effect does it have on their employment prospects?

Young peole who have used up their entiltement to subsidised training eg by staying on to do A levels or Highers and are now 19 will have difficulty fidning employer sin the hair and beaut ysector to take them on and train them up. It takes about 18 months to start being commercially viable on the shop floor as a stylist for most young peiple and longer for beauty therapists who need to have achived level 3.

Do you think there are possible implications for the NMW when the education and training participation age is raised in England from 16 to 18 between 2013 and 2015?  If so, what action, if any, do you think should be taken in response?

Clarity and enforcement of the correct rates will be needed. The ban on Govt marketing/public information campaigns needs to be relaxed to ensure young people get at least the correct minimum wage and employers find it easy to find comprehensive information, understand it and apply it. The beta version of the new Govt site on NMW appears to be a step backwards in that it only provides very general information. This is where employers need to be able to go for definitive information.

What has been the impact of the introduction of the Apprentice Rate of the NMW, particularly on the provision, take-up, and completion of apprenticeship opportunities?

Not possible to remove Apprentice Rate as a variable from other economic and policy factors. Numbers completing appretniceships in hair and beauty in England, Sccotland and Wales have continued to increase (Total 2008/9 11,343; 2009/10 12,423; 2010/11 14,182; 2011/12 March to August 5430 compared to 5063 at same point last year). Certification data will have a lag affect because it can take up to 3.5 years to complete an apprenticeship. We do not hold registration data across the UK. This should be available from SFA/NAS etc.

At what level should the minimum wage be set from October 2013 for:

16-17 year olds Rise in line with inflation

18-20 year olds Rise in line with inflation

Apprentices Rise in line with inflation

Is there anything further you would like to add on young people, apprentices and interns?
Uncertainty over the status of apprentices after the introduction of the ASCL Act 2009 and the regulations on form of apprenticeship agreements in 2012 contribute to the unwillingness of employers to offer placements. It is now not clear if NMW rate for age should be paid to all apprentices because they are now classed purely as employees and whether the completion of level 2 apprenticeship is the end of their entitlement to NMW apprentice rate.  HMRC and the funding bodies in each nation should provide clear statements that will hold up in court on these matters.

What are your views/experience on the way the NMW is currently enforced by Her Majesty's Revenue & Customs?

In the BIS apprentices wage survey hairdressing was the industry with the worst record for apprentices being below the correct NMW, but was not on its own with several other industries over 20%. There is clearly a need for an information campaign backed up by a rigorous enforcement programme using the HMRC’s current powers to name and shame.  Besides breaking the law, the young people are being exploited and their employers are gaining an unfair competitive advantage over other employers who are meeting their obligations.

What changes, if any, would you like to see made to the current enforcement regime?

See 32.There is clearly a need for an information campaign backed up by a rigorous enforcement programme using the HMRC’s current powers to name and shame.  Besides breaking the law, the young people are being exploited and their employers are gaining an unfair competitive advantage over other employers who are meeting their obligations.

