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National Union of Rail, Maritime & Transport Workers

Rates of Pay & Conditions of Service 2011
London Underground

Introduction

This document represents the RMT’s application on behalf of our members for an improvement in pay and conditions of service prior to the 2011 negotiations. Over the course of this document we will address the following issues;
1.
A substantial pay award in a one-year deal

The dramatic rises in food, fuel, and other living costs, especially in London and the South East, necessitate a substantial pay award in excess of RPI , with no strings attached, in order for our members to continue to meet the cost of living. The increased workload on London Underground staff, compounded by increased passenger numbers and reductions in staffing levels, must also be recognised by the company and compensated for in the pay award. Those members who receive the lowest salaries bear the brunt of any increase in living costs and, as such, should be afforded additional protection in the form of a minimum flat rate increase. There should be an increase in remuneration for working on public holidays. 
2.
Improved conditions

We wish to achieve improvements in our members’ working conditions, including:

(a) a reduction the working week to 34 hours, and a reduction in the number of working days to four per week. 

(b) more progressive ‘family-friendly’ policies, to include paid leave for domestic emergencies, and improvements to maternity/paternity/adoption pay and leave to an equal level for staff in all grades, at least as good as that currently enjoyed by CMO staff.

(c) access to final salary pension provision for all employees on an equal basis, with no increase in employee contributions or reduction in benefits.

(d) Equal free and privilege travel facilities for all staff to match the best currently enjoyed in lul, and continuation of free and privilege travel facilities when retired at the same level as enjoyed as when an employee, this is for all staff regardless of starting date of employment.

(e) London Underground work to be carried out by directly-employed LU staff rather than via agencies, with current agency staff given a priority offer of the new jobs created by this measure.

Substantial increase in rates of pay
At the end of last year two reports of inflation by the Office of National Statistics showed that October saw an increase of 0.6% in inflation, whilst the rate increased in November by 1.1%. These were the two largest increases in inflation in 20 years and this trend has continued. Inflation for December 2010 is at 4.8%. 

Furthermore, we will demonstrate below that RMT members are experiencing an increase in their cost of living beyond the rate of inflation. Over the last year, as the following comprehensive analysis proves, RMT’s members’ financial commitments have increased at a much greater rate than RPI and their living standards have suffered as a result.  For this reason the RMT believes our members should receive a substantial increase in their rates of pay.

According to the Office of National Statistics, the largest upward pressures to the change in annual inflation between November and December came from:
· air transport, where fares rose slightly more between November and December 2010 compared to the same two months a year ago. However, the main driver for the upward contribution was due to the weight for air transport being higher in 2010 compared to 2009. This means that the sharp rise in air fares between November and December this year (41.8 per cent) had a larger upward impact on the RPI/CPI compared to a year ago

· fuels and lubricants, where prices increased this year by 2.8 per cent, the largest rise for a November to December period since 1996. Petrol and diesel prices both rose by more than a year ago reflecting a sharp rise in the price of oil between November and December 2010. The price of petrol, as recorded by the CPI, stood at £1.22 in December 2010, a record high

· gas, where average bills rose this year due to some of the major energy suppliers increasing their tariffs in December 2010. Average gas bills were unchanged between November and December 2009

· food, where prices, overall, rose this year by 1.6 per cent, the largest ever rise between a November and December period (between the same two months last year, prices increased by 0.8 per cent). The largest upward effects came from a wide range of products, most notably from vegetables, bread and cereals and milk, cheese and eggs

Furthermore, the prices of the following have all increased dramatically over the previous 12 months:

· Food and non-alcoholic beverages

· Alcohol and tobacco

· Clothing and footwear

· Housing and household services

· Furniture and  household goods

· Education

· Restaurants and hotels

· Miscellaneous goods and services

It should be noted that these include the basics of food, clothing and shelter, but also basic human needs such as education.

The extent of the increases over the 12 month period to December 2010 (CPI) are outlined in the table over:
	
	% change

	Food & non-alcoholic beverages 
	6.1

	Alcohol & tobacco 
	5.8

	Clothing & footwear 
	1.5

	Housing & household services 
	2.0

	Furniture & household goods 
	2.5

	Health 
	3.2

	Transport 
	6.5

	Communication 
	3.5

	Recreation & culture 
	1.5

	Education 
	5.3

	Restaurants & hotels 
	3.5

	Miscell. goods & services 
	2.9

	All items
	3.7


The table below demonstrates the massive increases to RPI over the past 12 months:
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One example of an increase in the cost of living which has affected RMT members from the start of 2010 has been the increase in VAT. On the 1st January 2011 the government increased the VAT rate to 20%, an increase of 2.5%. This means that from the 1st January 2011, the cost of most goods and services for our members have increased by a minimum of 2.5%, having also increased by 2.5% at the beginning of 2010. 

Record increases in food prices

The Joseph Rowntree Foundation report A minimum income standard for the UK in 2010 has highlighted that food prices have risen by 37% over the last ten years. There are no indications that this trend is likely to stop. According to the United Nations Food and Agriculture Organisation food prices are to rise by up to 40% over next decade
.

Also, according to the Office for National Statistics, the cost of food increased by some 4.9% over the past year. This included huge increases to staple foods such as bread and cereals (which increased by 3.2%), fish (which increased by 9.1%), oils and fats (which increased by 15.4%), fruit (which increased by 12.9%) and vegetables including potatoes and tubers (which increased by 7.6%).
Meanwhile, sugar, jams syrups, chocolate and confectionery increased by 5.2% whilst other food products (not elsewhere covered) saw increases of 3.3%.

The British Retail Consortium-Nielsen Shop Price Index
 reported in September 2010 that 
"food inflation is at a 15-month high as the effect of earlier rises in wheat and oil prices work through to things like bread and meat”.

Other products

Other widely consumed products which have seen huge price increases include alcoholic spirits which increased in price by 6.3% and tobacco which rose in cost by 7.2%.

Additionally recreational products increased in price to a large extent including package holidays (which increased by 4.6%), personnel effects (which increased by 4.2%) and recreational and sporting services (which increased by 4.1%).

Utility bills
The current situation with regard to energy supply will have a significant impact on RMT members’ energy costs.

The ONS Quarterly Energy Prices publication, published in June 2010 together with the Department for Energy and Climate Change noted that between 2008-2009 the following prices increases occurred:

· The cost of coal and smokeless fuel increased by 16%

· The cost of gas increased by 12.2%

· The cost of electricity increased by 3.1%

· The cost of fuel and light increased by 4.8%.

These increases occurred in the midst of an economic recession and deflation.

Since the beginning of 2008, all major energy suppliers increased prices by staggering amounts - pushing dual gas and electricity bills to more than £1,200 a year by June 2009.
 The amount of tax that is levied on energy bills is predicted to double in cost in the next decade, according to uSwitch.com
. 

The Energy Efficiency Partnership estimates that each time gas and electricity bills rise by 10%, another 400,000 people are forced into ‘fuel poverty’, (defined as households spending more than 10% of their income adequately heating their home). The Partnership believes that a startling 4.4 million households are ‘fuel poor’ and forced to choose between heating their home and providing for their family. It should be noted that those members with oil central heating have also suffered from the steep increase in energy costs. 

Energy regulator Ofgem has warned that UK consumers could face massive hikes in energy prices over the next decade while also warning of potential shortages. In a new report it suggested there was a risk bills could rise by up to 25% over the next ten years. 

RMT believes that the increase in energy prices will be more dramatic than 25% given the scale of the increase over the past decade.

According to the Department for Energy and Climate Change, over the last 10 years the average cost of a standard credit domestic electricity bill from a home supplier has increased by 75.4%. This has pushed the price of this average bill to £456 in England and Wales.

Furthermore, DECC also notes that over the last 10 years the average cost of a standard credit domestic gas bill from a home supplier has increased by 122.3%. This has pushed the price of this average bill to £687 in England and Wales.

In addition to this, the Department for Energy and Climate Change believes the cost of the shift to a green economy will increase the price of electricity by 33%. The average household is expected to see their energy bills increase by £277 pounds per annum
.

OECD figures, which cover 30 major economies, also suggest that Britain has not benefited from the 2009 fall in wholesale energy prices
.
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Housing
As the analysis below shows, RMT members wishing to purchase their own home have faced increasing problems over the last number of years which nothing short of a substantial increase in their rates of pay can address. 
The average deposit demanded by lenders has soared from 9% of the total amount being borrowed in August 2007 to 26% in August 2009, according to financial information group Moneyfacts.co.uk
 putting it beyond the reach of most RMT members.
According to the Financial Times on 7th January 2010 “Prices have now risen for six months in a row according to the index and are 9.4 per cent above their April low. Prices are also now 1.1 per cent above their level a year ago, the first annual price increase recorded since March 2008”.
The rate of house price increases could soon rise above 10% a year, the Nationwide building society has said. Its latest survey shows that the average UK house price rose by 1.2% in January, pushing the annual rate up to 8.6%.  
The average UK home now costs £224,064
. The price of houses in Greater London have risen by 16.6% over the past year to an average price of £406,608
.
Property website Rightmove, which says it captures 90 per cent of all homes for sale, said asking prices jumped 3.1 per cent in October 2010. The annual rate of growth in prices rose 2.9 per cent from 2.6 per cent in September 2010
.
Cost of childcare

According to the Daycare Trust childcare costs in Britain are continuing to rise. 

The trust found parents in England paid an average of £4,576 a year for 25 hours of nursery-based childcare a week for a child under two years of age. Parents in Scotland spent an average of £4,368 and Welsh parents spent £4,056. 

The survey found nursery care for under-twos in England was up 4.8% on last year and up 5.1% for those aged two and over. Childminder costs for the under-twos was up 6.4% and up 9.2% for two-year-olds and over. 

In Scotland, nursery fees for under-twos were up by 6.3% and up 8.3% for those two and over. Fees for childminders rose by 2.6% for all ages. In Wales, nursery fees for children aged two and above rose by 11.3% and fees for the under-twos rose 6.8%. Childminder costs were up 5.3% for the under twos and 8.1% for those aged two and above. 

The survey also found the cost of after-school clubs has risen in England by 12.5% over the past year.

Expressing its concerns on the review of child benefit payments the Institute of Fiscal Studies has stated that “a family with two children currently receives £1,750 a year in child benefit, so a one-earner couple with two children with a gross income between £43,876 and £46,850 would be worse off than if their income were £43,875. Equivalently, a one-earner couple with an income of £43,875 would need a pay rise of £2,975 or more to ensure they were no worse off after paying income tax and national insurance and losing child benefit”.

Health care

In the 12 months to September 2010, the cost of hospital services has increased by 6.2%. Furthermore, health insurance has increased in price by 9.4%.

Transport

The cost of transport, necessary for RMT members to travel to and from work, has increased in price by 10.2% over the past 12 months. The cost of transport by railway increased by 9.1%, by road 3.6%, by air 16.6% and by sea/inland waterway 4.6%,

In addition to these staggering increases, the price of travel insurance has increased by some 36.5%.
Education

According to the Office for National Statistics the cost of education has increased by some 6.4% over the past year. Furthermore recent government announcements regarding further and higher education, and the proposed trebling of tuition fees will increasingly burden families with children entering into this level of education.
Impact of Public Spending Cuts

1. £275 more in VAT – on 4th January 2011 VAT will increase from 17.5% to 20%. It will cost the average household £275 a year. Lower income households pay a higher proportion of their income in VAT.

2. £1,000 less for first babies, £1,500 less for second and subsequent babies:

· Health in Pregnancy grants of £190 abolished for babies due after 1st January 2011; 

· Baby element of Child Tax Credit worth £545 – abolished for babies under 1 at April 2011;

· Child Trust Fund reduced from £250 to £50 for babies born after 31 July 2010 and abolished for those born after 31 December 2010;

· Sure Start Maternity grant of £500 – cut for 2nd or subsequent babies from April 2011;

· Total - £985 cut for first babies, £1,485 for second and subsequent babies, plus the freeze in child benefit.

3. Child Benefit frozen for 3 years – costing families:

· For the first child: around £50 in 2011, £100 in 2012 and £150 in 2013;

· For each other child, they lose £35 in 2011, £70 in 2012 and £105 in 2013.

4. Higher Child Tax Credit but fewer will qualify at all

Child Tax Credit will rise by £180 above inflation in 2011 and £110 in 2012. These benefits are offset by the freeze in Working TAX Credit (see 3 below) which will wipe out all the benefits for one-child families by 2012 and mean they receive less in 2013.

Plus, restrictions in April 2012 will mean many families no longer qualify for tax credits at all. These families will lose £545 a year:

· Families with one child on household income above £26,000;

· With 2 children, household income above £32,500.

5. Freeze in Working Tax Credit for 3 years from April 2011

This will cost people on low pay and families with children up to:

· £124 in 2011;

· £248 in 2012;

· £372 in 2013.

For families with children the cut will be offset by increases in Child Tax Credit, but those without children will see their Working Tax Credit fall significantly, affecting single people earning less than £13,000 a year and couples earning less than £16,900. These are the same groups  who lost out from the abolition of the 10p tax rate.

6. Increases in Tax Credits taper from April 2011

The increase in the earnings taper by 2% from 39% to 41% will mean that tax credits for people in work are worth less. With the 1% increase in national insurance, it will mean that people on tax credits only receive 27p for every pound they earn. Under Labour it was 30p and David Cameron criticised this as a disincentive to work.

7. Reduction in Childcare Tax Credit from 80% of costs to 70%

The maximum childcare costs that can be claimed will reduce from £240 to £210 per week – a loss of £30 a week. For the average childcare cost of £88 a week per child, it will cost parents £8.80 a week- £457 a year for one child or £914 for 2 children, making it less viable for mothers of small children to work.

8. Reduction in Housing Benefit

The restriction of housing benefit to the 30th percentile of private rents (instead of the 50th percentile) will affect 775,000 people by an average of £9 a week according to the Treasury.

40% of housing benefit claimants are in work.

9. CPI not RPI increases

From April 2011 all benefits and tax credits will increase by CPI which is predicted to be 1.3% - 2% lower than RPI.

10. Universal Credit – increase in taper to 76% from 2013

We would not oppose the system of universal credit that should make it easier for the low-paid to claim all of their entitlements. However, we are concerned that when people are transferred from tax credits in 2013, for those who pay income tax (ie all earning over £7,500 a year), the taper on earnings will increase to 76%, so they will only see 24p of every pound earned. From a wage of £6 an hour, they would see £1.44 an hour.

Extra assistance for the lowest paid staff

Low paid workers are bearing the brunt of the recent sharp increase in living costs. Statistics from the Institute for Fiscal Studies show the old adage that “the rich get richer and the poor get poorer” to be true.  The graph below illustrates how the lowest paid workers have seen their real incomes drop over the last decade;
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The averages in each quintile group correspond to the midpoints, i.e. the 10th, 30th, 50th, 70th and 90th percentile points of the income distribution. The poorest quintile group is therefore the 20% of society with the lowest incomes (approx. 12million individuals), shown in the chart above at the 10% point on the income distribution scale.

It is imperative that this vulnerable group of workers should be afforded additional protection. Ever-widening pay differentials can be avoided with the application of a substantial flat rate sum to these salaries, whilst the wages of other grades are improved by the agreed percentage increase.
A report published by the Joseph Rowntree Foundation
 states that a single person now needs to earn at least £14,400 a year in order to be able to afford a minimum standard of living, while a couple with two children must earn £26,900.

In order to maintain an income of this level, a single person would have to earn £7.38 an hour, while a couple where both parents worked full-time would need to earn £7.60 an hour each, the foundation said. But both of these levels are well above on the minimum wage, which is £5.80 an hour.
The 2010 Budget measures announced by the Government with have a particularly detrimental effect on those members living on low incomes as the graph on the following page demonstrates.
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Commenting on the June 2010 emergency budget the Institute of Fiscal Studies stated "once all of the benefit cuts are considered, the tax and benefit changes announced in the emergency budget are clearly regressive as, on average, they hit the poorest households more than those in the upper middle of the income distribution in cash, let alone percentage, terms.”
Reduction in the working week
The RMT continues to campaign for a better work-life balance for its members. A recent ILO report showed that Britain’s workforce worked the most excessive hours out of a list of 50 wealthy countries
. As a result of the RMT’s campaigning, the majority of TOCs and infrastructure companies now operate a 35-hour working week and several bus, cleaning and catering companies have followed suit. 

While the Union is pleased with the progress made, we are still campaigning for further improvements in the form of a 32-hour working week. In order to achieve this target, the Union calls for a timetable for an initial reduction to 34 hours at the earliest opportunity and without loss of pay. Increased time away from the workplace is crucial in a safety critical industry where the need for proper rest and recuperation is a priority. 
Progressive ‘family-friendly’ policies

In order to ensure that parents and carers are not disadvantaged in the workplace and to promote a better work-life balance, the Union is seeking an improvement in ‘family-friendly’ policies across the board. Maternity and paternity leave can only be a real and affordable option for our members when it is paid at the individual’s full rate of pay, based on average earnings rather than basic pay. 
One of the most progressive agreements secured by the Union is with Northern Rail which provides for 39 weeks at full pay. Metronet offers 34 weeks maternity leave at full pay. Our agreement with Merseyrail affords one of the best paternity leave arrangements with 3 weeks paternity leave at full pay. Other good examples of parental leave policies from outside the transport industry are provided by Accenture which offers maternity leave at full pay for 39 weeks with no length of service requirement, and the National Trust which also offers 39 weeks maternity leave at full pay.
We are seeking improvements to both maternity and paternity leave arrangements for all workers. Our agreement with Merseyrail affords one of the best paternity leave arrangements with 3 weeks paternity leave at full pay. We also maintain that all Parental Leave should be paid, available from the first day of employment and should apply to all workers, not just employees, whether contracted or fully employed by the company and regardless of length of service and in line with best practice. This must include paid leave for domestic emergencies, which are another form of parental leave.
The current provision allowing for the taking of Parental leave only in blocks is too rigid and the minimum leave period it is possible to take at one time, should be reduced to one day, thus allowing parents greater flexibility. Finally, the leave entitlement should last until the child’s 16th birthday.
London & South East
The Union has already described in some detail, the sharp increase in living costs and the problem is most severe for those living in the South East and London in particular.

For instance, the average property price in Greater London of £341,487
 is 106% higher than the average for the whole of England and Wales. This discrepancy has increased by 14.8% in the last year. Londoners also face higher home rental and transport costs than those living elsewhere in Britain.
As mentioned earlier, the cost of buying your own home has increased in recent years. For this reason some of our members have been priced out of the market and so must rent accommodation. Recent media coverage has highlighted an overall trend of falling residential rental prices, with more members of the Royal Institution of Chartered Surveyors reporting a fall in rents than those who reported a rise. We believe that this does not impact on our members engagement with the market. The rental market is much more segmented than the sales market, and particularly so in London. As Richard Donnell, head of research at Hometrack explains: “Higher rents are falling because there is less demand for high-end properties, particularly from corporate tenants. But the bread-and-butter lettings market....is still thriving.”
 It is the bread-and-butter lettings market which affects most of our members.
In addition to this, according to LSL Property Services, “rents in the capital have risen by 7 per cent already this year to an average of £972 a month... The average terrace property is renting for £1,162 per month, with the average flat costing £916”
.
Entering the Congestion Charging Zone by car each day would cost £8, placing an additional financial burden on ours members who live or work in London.
Key public sector workers benefit from competitive London and Associated Allowances and rail workers belong in this category too. If Police and Teachers receive Inner London weightings of over £6,000, an Outer London Allowance of over £3,370 and a South East Allowance of over £990, then these should also be the benchmarks for our members.
Some other benchmark regional allowances are listed below for comparison:
	Company
	Inner London Allowance

	Police
	£6,670

	London Fire Brigade
	£5,021

	City of London
	£4,730

	BBC Staff
	£4,080

	British Energy Generation
	£4,688


Conclusion
Over the course of this submission we have illustrated how the prevailing economic climate has impacted upon our members. Only a substantial pay increase will resolve the dramatic reduction in purchasing power experienced by our members over the last 12 months. 
Furthermore we have seen that members on lower pay are hardest hit by the current economic turmoil and, as such, should be afforded the extra protection of a minimum flat rate uplift in wages.
As in previous years, the RMT continues to press for a reduction in working hours, enhanced ‘family-friendly’ policies and full travel facilities for our members. This must include paid leave for domestic emergencies, which are another form of parental leave.
We trust that the Company will make every effort to address our claim in full following this pay-round.
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