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Introduction

The London Borough of Newham recognises the introduction of the National Minimum Wage (NMW) as one of the most important pieces of protection for low income households. There is no doubt that the NMW greatly benefits our residents in helping to ensure they earn a fair wage for their work. 

We welcome the call to evidence from the Low Pay Commission. We note that the call for evidence focuses on the level of the minimum wage. Whilst we agree that this is an important issue – and would argue that the level needs to be high enough to cover living costs – we base this response on the issue we feel is most important: the enforcement of the minimum wage. 

Why is the minimum wage important? 
Our work as a Council is focused on improving the borough and the lives of our residents. We recognise that this means providing support for residents to move into employment or improve their career progression. But also key to our aims is having a strong and thriving local economy, bringing investment to the borough and encouraging residents to put down roots here. 
However, the Council is aware that some employers in the borough are not paying staff the NMW. Unfortunately this seems to be the case across areas like Newham with high mobility and local economies disproportionately made up of small to medium sized businesses, often staffed through informal networks of family and friends. 
Pay abuses not only impact our residents, leaving them less likely to afford their living costs and struggling on low incomes, but also the local economy as a whole. Businesses that pay under the NMW are able to undercut legitimate businesses and make it harder for new businesses to set up in the borough. As the informal economy booms so legitimate businesses and good jobs diminish. We want to tackle businesses that are operating without abiding by legislation designed to protect workers and the public and improve the stability and strength of our local economy. 
National Minimum Wage in Newham 
There are just over 5,000 VAT registered businesses in Newham. Around 42% of the business base is comprised of services companies but this proportion is low relative to the London average of 55%. Meanwhile 27% are wholesale and distribution companies – a much higher proportion than the London average of 15%. 
The London Borough of Newham commissioned Ipsos Mori and Community Links to carry out a study into the NMW in Newham. In particular we were interested in finding out about the impact of working below NMW. 

The research found workers who were being paid as little as £3 an hour, often working in insecure jobs where they did not know how much money they would earn in a week.  
The research found that residents being paid below the NMW had a low awareness of how the legal minimum operates and what level it is set at. Residents spoken to did not believe they were entitled to the NMW because they were working in informal and low skilled employment. Importantly, they were not willing to report their employers because they feared they would lose their job.
Local involvement 

Local Authorities currently visit local businesses as a matter of course – for example for waste disposal, trading standards and food hygiene checks. It is clear that businesses which flout one rule are more likely to be flouting others. Our “total enforcement” raids on businesses have borne this out. We visit businesses with a range of council officers, police officers and staff from the UK Borders Agency to deal with the range of regulations applying to businesses. 
Whilst we have recently had success in working in partnership with HMRC’s National Minimum Wage and Hidden Economies teams, we are aware that both teams have resource limitations. 
If power to enforce the minimum wage were devolved to local authorities, with an arrangement to share the proceeds of fines between the local authority and HM Treasury, there would be a much greater likelihood of successful regulation.  Local authorities could give access to information to support prosecutions, utilise existing expertise and create economies of scale. 
It is vital we tackle unscrupulous employers, create a level playing field for businesses to operate and enforce the law designed to protect workers from the worst. As a local authority we are out and about in our community every day, working with local businesses on a range of issues such as health and safety but one of the things we do not have the powers to act on is pay abuses. 
We are looking forward to welcoming the Commission to Newham on the 21st November and hope to illustrate how a local approach to enforcement can be successful in tackling the pay abuses that continue in places like Newham.

